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A LOW-GROWTH WORLD IS AN UNEQUAL,
UNSTABLE WORLD

The global economy is stuck in low gear, which could deal a major blow to the fight against

poverty and inequality.

Group of Twenty finance ministers and central-bank governors gathering this week in Rio de
Janeiro face a sobering outlook. As the IMF’s latest World Economic Outlook update shows, global
growth is expected to reach 3.2 percent this year and 3.3 percent in 2025, well below the 3.8 percent
average from the turn of the century until the pandemic. Meanwhile, our medium-term growth
projections continue to languish at their lowest in decades.

To be sure, the global economy has shown
encouraging resilience to a succession of shocks.
The world didn’t slip into recession, as some
predicted when central banks around the world
raised interest rates to contain inflation.

Yet, as we move beyond the crisis years of
the pandemic, we need to prevent the world from
falling into a prolonged period of anemic growth
that entrenches poverty and inequality.

The pandemic already set back the fight.
Extreme poverty increased after decades of
decline, while global hunger surged and the long-
term decline in inequality across countries stalled.

New IMF analysis suggests periods of

stagnation lasting four years or more tend to
push up income inequality within countries by
almost 20 percent—considerably higher than the
increase due to outright recession.

During periods of stagnation, sluggish job
creation and wage growth increase structural
unemploymentand reduce the share of a country’s
income flowing to workers. Together with limited
fiscal space, these forces tend to widen the gap
between those at the top and bottom of the
income ladder.

In other words, the longer we’re stuck in
a world of low growth, the more unequal that
world would become. That in itself would be a



setback to the progress we’ve made in recent
decades. And as we have seen, rising inequality
can foster discontent with economic integration
and technological advancements.

It is therefore timely that Brazil has made
fighting inequality, poverty and hunger a priority
of its G20 presidency. With the right policies, we
can still escape a low-growth, rising-inequality
trap, while working to reduce poverty and hunger.
Let me highlight three priority policy areas.

GEARING UP INCLUSIVE GROWTH

First, we need to address the underlying
problem of slow growth. Most of the decline in
growth in recent decades has been driven by a
slump in productivity. A big reason for the slump
is that labor and capital aren’t flowing to the most
dynamic firms.

But a smart mix of reforms could jumpstart
medium-term growth. Measures to promote
competition and improve access to finance could
get resources flowing more efficiently, boosting
productivity. Meanwhile, bringing more people
into the labor force, such as women, could counter
the drag on growth from aging populations.

We must also not forget the role that
open trade has played as an engine of growth and
jobs. In the last 40 years, real income per capita
has doubled globally, while more than a billion
emerged from extreme poverty. Over that same
period, trade as a share of gross domestic product
increased by half. It’s true that not everyone
benefited from trade, which is why we must do
more to ensure the gains are shared fairly. But to
close off our economies would be a mistake.

MAKING FISCAL POLICIES PEOPLE-FOCUSED

Second, we must do more to ensure

that fiscal policies support the most vulnerable
members of society.

The challenge is that many economies
are facing severe fiscal pressures. In developing
countries, debt-servicing costs are taking up a
bigger share of tax revenue at a time when they
are tackling a growing list of spending demands,
from investments in infrastructure to the cost of
adapting to climate change. A gradual and people-
focused fiscal effort can alleviate fiscal risks while
limiting any negative impact on growth and
inequality, including by raising revenue, improving
governance, and protecting social programs.

There is much scope for developing
countries to raise more revenue through tax
reforms—as much as 9 percent of GDP, according
toourresearch. Yetitis crucial to take a progressive
approach, which means making sure those who
can afford to pay more taxes contribute their
fair share. Taxing capital income and property,
for example, offer a relatively progressive way to
raise more tax revenue.

Regardless of the strategy, people need to
have confidence that the taxes they pay will be
used to deliver public services—not enrich those
in power. Governance improvements, such as to
increase transparency and reduce corruption,
must also be part of the equation.

Atthesametime,social-spendingprograms
can make a big difference to inequality, including
through school meals, unemployment insurance,
and pensions. These should be protected. Well-
targeted cash-transfer programs—such as Brazil’s
Bolsa Familia—can support the vulnerable.

Our research shows that strong
redistributive policiesina growing G20 economy—
such as social-spending programs and public
investment in education—can reduce inequality
between 1.5 and 5 times more than weaker
policies.



STRENGTHENING THE GLOBAL BACKSTOP

Finally, we need a strong global financial
safety net for countries that need support. With
that goal in mind, the IMF is working on a package
of reforms to our lending framework.

To continue to serve the needs of our
most vulnerable members, we are reviewing our
concessional lending instrument for low-income
countries, the Poverty Reduction and Growth
Trust. With demand expected to exceed pre-
pandemic levels, it is vital that our membership
comes together to ensure the PRGT is adequately
resourced and its long-term finances are put on a
sustainable footing.

We are also taking a close look at our

surcharge policy for the first time in nearly
a decade. The review aims to ensure we can
continue to provide financing at affordable rates
to members who need our support.

Last year our members gave us a strong
vote of confidence by agreeing to increase our
permanent quota resources, allowing us to
maintain our lending capacity. | am counting on
G20 members to now ratify the increase.

One of the lessons of recent history has
been that we must not ignore those left behind
by economic and technological progress—be they
individuals within a country, or entire nations
struggling to close the gap. But with the right
policies, and by working together, we can build a
prosperous and equitable world for all.



KHALED HANAFI MEETS WITH SENIOR US OFFICIALS
IN WASHINGTON AND NEW YORK

During his tour of the United States of America, where he visited the American capital,
Washington, and the state of New York, and met with a number of prominent American officials,
Secretary-General of the Union of Arab Chambers, Dr. Khaled Handfi, discussed mechanisms for
enhancing economic cooperation between Arab countries and the United States.

LEAGUE OF ARAB STATES

H.E. Abdulkhaliq Bin Rafaa,
Ambassador to the United States

Arab League

UAC Presentation: The UAC is the representative
of the private sectorin all Arab countries, including
the 22 Arab countries and 16 other countries. UAC
wishes to strengthen the linkage between Arab
countries and the USA through entrepreneurship,
especially an annual event to be organized in
Washington DC. This could be in cooperation
with universities in order to interconnect youths.
Conferences are also an effective way to share
information and to showcase opportunities for
involvement. Minimizing cultural differences by
finding commonalities in culture and business also
serves to improve relations between the Arab and
American markets. E.g.- Many U.S. companies,
when they arrive in the Middle East, are not aware
of cultural or business practices, and vice-versa.
Bridging this gap will improve relations and create

a better understanding of the respective markets,
leading to increased business success.

H.E. Abdulkhaliq Bin Rafaa welcomed the idea and
will be following through when he hears from the
UAC. The Arab League DC office is not recognized
by the U.S. Government, so they do not have the
logistical means to support such an initiative.

Embassy of the
Kingdon of Bahrain

H.E. Abdulla Bin Rashid Al Khalifa, Bahrain’s
Ambassador to the United States

UAC Presentation: Same as above.

Discussion revolved around the upcoming meeting
with Sarah Morgenthau (USDQOS). Discussion
also focused on the wide access that the USDOC
has to support the mission.



Atlantic Council

William Wechsler, Senior Director of the Rafik
Hariri Center and Middle East Programs

UAC Presentation: Same as above.

Background/context - The Atlantic Council claims
to be the largest think tank in DC in the field
of international affairs. The WiIn Fellowship —
which NUSACC has supported for two years — is
a partnership between the Atlantic Council and
Georgetown University that offers a year-long, fully
sponsored program for women entrepreneurs in
the Middle East and North Africa. The program
features a customized executive education course
at Georgetown University, including mentorship,
networking, and workshops aimed at enhancing
women’s economic participation.

So far, each cohort has consisted of 20 - 40 fellows.
They have a road show that brings the fellows to
the USA, where they meet with stakeholders and
potential investors. Funding is both grant-based
and private.

2 Wechsler proposed several ways for
NUSACC to become more involved with the
Atlantic Council/WIn program:

= The involvement of WiIn fellows in
NUSACC-held conferences in different countries.
= UAC can help to spread word of the Win
program to ensure that the program is getting the
highest quality candidates.

= Consideration of Arab Chamber members
to become involved in mentorship programs for
their fellows.

= UAC could participate in the planned
upcoming 2025 alumni event.
= NUSACC could potentially organize a

conference that involves a WIn event, where a
small number of fellows travel to Georgetown and
secure a certificate in business.

2 A potential name for this event could be
the Arab American Entrepreneur Summit.

Atlantic Council (AC) programs run the gamut,
from “hard” issues, such as security, to “soft”
issues, such as culture. It has specific initiatives
focused on relations with China and the Middle
East, and there will be a report published by
them in October on Iran and sanctions. AC has
also been looking at the economics, investment,
reconstruction, humanitarian challenges, and
overall costs associated with the conflict between
Israel and Hamas/Palestine, and AC is looking to
push more into this area in the coming months.

Office of the DC Mayor

H.E. Muriel Bowser, Mayor of Washington DC
UAC Presentation: Same as above.

Mayoral Response:

* Mayor Bowser envisages synergy with
Arab-American diplomatic efforts and economic
efforts. Sheviewsfavorably theideaofinformation-
sharing on how to do business in the Arab region
for U.S. companies. The Mayor will consult with
local chambers of commerce, including NUSACC,
which regularly hosts representatives of the City
of Washington DC.

<> She proposes an initial landing point to
be organized around a select group of employers,
which has the benefit of attracting possible angel
investors and/or could be part of a Mentor —
Protégé Program.

2 She also expressed an interest in youth
exchange programs between DC and the MENA
region.

<> There is a potential opportunity to expand
the proposed program regionally, to include



Virginia and Maryland, to broaden the access and
linkage of entrepreneurs.

2 An opportunity may also be available
through an already existing initiative, the Global
Soft Landing Program in the DC Metropolitan area.

U.S. Department of State

Sarah Morgenthau, Special
Commercial and Business Affairs
Christopher Backemeyer, Acting Principal Deputy
Assistant Secretary of State

Representative,

UAC Presentation: Same as above.

2 She regards UAC’s proposal positively.
She believes trade and investment is the way
to build capacity for bilateral relations and to
strengthen economies around the world. The
State Department has resources which would
help to tee up investment opportunities in Arab
countries. There are potential opportunities
for government tenders, for example, that
would help to drive American business to take
advantage of those opportunities. Direct people-
to-people interaction and the ability to promote
mutual understanding are reflective of USDOS
values. USDOS is interested in deepening such

understanding between America and Arab
countries.

2 She would be pleased to initiate some
internal discussions within the Department

about who would be good points of contact for
such partnerships. If internal discussions proceed
positively, she said, then they can bring in
additional USG officials to liaise with the UAC and
NUSACC as well.

2 As an example, she mentioned the U.S. -
Oman Strategic Dialogue — supported by NUSACC
— which led to fruitful conversations with the
respective business communities. For example,
“Direct Line” calls, which are Ambassador-led,
typically focus on a specific sector for bilateral
commercial opportunities in Arab countries.

2 USDOS also has a special representative
for disabilities. Promoting and furthering peoples
with disabilities is a big priority within the
Department.

& The USDOS is also interested in the views
of UAC regarding women and their role in business
and economics in the Arab region.

2 Backemeyer suggested that the USDOS
would perceive a UAC proposal as beneficial to
helping Arab nations to become more regionally
integrated.

2 Backemeyer noted that conflict in Gaza
has overshadowed much of what the Department
had hoped to be working on in the last year.
Commonality in the region is something to work
toward, he suggested, and USDOS welcomes
more information.

U.S. Trade and Development Agency

Carl Kress, Regional Director for the Middle East,
North Africa, Europe and Eurasia

UAC Presentation: Same as above.

Background/context: USTDA is a foreign assistance
agency, supporting infrastructure development in
developing, low, or middle-income countries. Its
goal is to support economic development in such
countries and to promote the export of U.S. goods
and services to encourage development. USTDA
focuses on 4 main sectors—energy, transportation,
digital infrastructure, and healthcare — with a
special focus on how to promote U.S. exports in
these sectors. USTDA is a relatively small USG
agency, with 60 full-time employees.

2 USTDA follows four primary criteria for
project selection:

Is there a local priority for this project?

Is there a strong likelihood of financing?



(There needs to be demonstrated financial
interest locally in the project. Feasibility studies
may demonstrate this.)

] Does it promote substantial opportunity
for U.S. exports and exporters?

= “Do no harm” — To ensure that projects do
not create competition with American businesses.

2 Projects must be related to infrastructure,
as mandated by USTDA’s mission.

R USTDA is a small agency with a limited
budget. Grants are generally $750,000 to S$1
million in size, depending on requirements of the
project.

<> USTDA promotes good governance,
including global procurement initiatives. USTDA
trains public officials in emerging markets on how
to establish procurement practices and policies
thatintegrate life-cycle cost analysis and best value
determination in a fair, transparent manner. This
helps partner countries to acquire high-quality,
long-lasting technologies, while building smart,
sustainable infrastructure with overall savings
to governments. These procurement methods

also open markets to greater international
competition.
o Kress would be pleased to explore further.

He will reach out to David Hamod (NUSACC) to
discuss follow up.

U.S. Department of Commerce

Thomas Bruns, Deputy Assistant Secretary for
the Middle East and Africa

UAC Presentation: Same as above.

Background/context: Thomas Bruns is the Deputy
Assistant Secretary for the Middle East and Africa.
In this role, he directs the International Trade
Administration’s efforts to increase U.S. market
access and commercial partnerships in a region

undergoing historic transformation and economic
growth. USDOC has 20 offices in the MENA region
(based in U.S. Embassies and Consulates).

2 USDO C supports U.S. companies looking
for market opportunities. USDOC provides
services ranging from counseling on how to do
business in foreign markets, to delivering specific
services (like matchmaking, event promotions,
due diligence, market research, etc.).

<> USDOC has a mandate to support small
and medium-sized enterprises (SMEs).

& USDOC holds an annual investment forum
— promoting FDI into the United States — called
the SelectUSA Investment Summit. This event
provides an opportunity for potential investors, as
well as entrepreneurs.

Dr. Khaled mentioned a possible annual event
to link Arab youth to business in order to build
capacity and help improve cultural perceptions.
This could connect top-notch businesspeople with
entrepreneurs — Americans and Arabs — to share
common perspectives and meet angel investors.
He also highlighted the potential to use the Arab
region as a link to African markets.

USDOS believes that mobilization can be improved
with U.S. Government involvement, which can
lend an “official” legitimacy to an event.

Halcyon House
Marcelo Homrich, Director of Programs

Marcelo Homrich was a gracious host, showing
Halcyon’s capabilities for entrepreneurs and
welcoming the opportunity to build on the work
that Halcyon and NUSACC have already done
together over the years. Arab entrepreneurs
would have an opportunity to join the Halcyon
House entrepreneurship program.
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Bank of Beirut
Banking Beyond Borders

Redefining STATE-OF-THE-ART
Contact Center

Step into the Next generation of Customer Service

with Bank of Beirut new State-of-The-Art Contact Center
that offers you 24/7 world-class levels of quality, first-contact
resolution and instant omni-channel solutions.

www.bankofbeirut.com

Lebanon | Australia | UK | Germany | Sultanate of Oman | Cyprus | UAE | Nigeria | Ghana 24/7 Customer Service
1262 | +961 5 955 262



