(Governance

d®)

b

S %0

B

= k=
@)

= 0




The Roland Berger Trend Compendium 2050 focuses on stable long term
developments ...

> The Roland Berger Trend Compendium 2050 is a global trend study compiled by Roland Berger Institute (RBI),
the think tank of Roland Berger. Our Trend Compendium 2050 describes the most important megatrends shaping the
world between now and 2050

> Qur trend views are based on expert sources and assessments. Estimates reflect the normal case, i.e. a stable
development of the global economy

> To incorporate today's uncertainties into strategic planning, we recommend combining the megatrends of the Roland
Berger Trend Compendium 2050 with the Roland Berger scenario planning approach

Is it worth dealing with megatrends when there are such drastic global events as
the Corona pandemic taking place?

The Corona pandemic has far-reaching consequences and affects us deeply, all within a very
short time — but in itself the pandemic does not set aside the megatrends here analyzed. Such is the inherent
nature of megatrends: Climate change, the aging of society or the ongoing evolution of technology do not lose
their overriding direction or importance. To cope with such challenges — and to master resulting opportunities —
our awareness and understanding of these megatrends is paramount in order to develop sustainable answers
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... and covers six megatrends that shape the future development of our
world until 2050
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Politics & The decline of democratic traits accelerates — Autocratization trends and
Governance democracy fatigue will pose challenges to global governance
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Politics & The future of (liberal) democracy is under threat — Autocratization trends

Governance have surged over the past decades ...
Number of countries under four regime types, 1972-2020 > Electoral autocracies are the most
Future of common regime type: Of 179
Democracy 90 - 86 countries (where sets of data are
available) at least!) 87 autocracies
80 -~ (electoral or closed) stand vis-a-vis
70 - 92 (liberal or electoral) democracies
@ 62 Electoral autocracies > Nationally, this autocratic shift is
E 60 - exemplified by Hungary, more
5 60 Electoral democracies recently classified as the EU’s first
S Sl ever authoritarian regime member
S state
g 40 -~
£ _
-
=

economies with substantial political
10 16 and military influence; six of the top
10 decliners became autocracies,
0 . : . . . including Serbia, and three new
nations join the top 10 major
1970 1980 1990 2000 2010 2020 autocratizers: Benin, Bolivia, and
Mauritius

36 > A gradual process: Autocratization is
30 affecting India, Turkey and Brazil,
20 - \/_\/\/_/J 25  Closed autocracies which are major populous G20

The University of Gothenburg varieties of democracies (V-DEM) dataset covers 470+ indicators for
200+ countries; according to V-DEM, electoral democracies are systems where a number of
|nst|tut|qnal ffaatures guarante_e fr_ee and_ _fa|r _electlons, such_ as fre_ed(_)r_n of association and freedom of the past decade, now encompass 25
expression; liberal democracies in addition include protection of individual liberties, and checks and nations, including, for example
balances between institutions; autocracies (electoral or closed) display a sliding lack of such features Thailané ’ ’

> Closed autocracies, whose numbers
have begun to increase again over

1) Uncertainty remains about the classification of countries exhibiting similar degrees of authoritarian and democratic traits and thus are close to

the thresholds between regime types. Taking this uncertainty into account, the number of autocracies could range from 79 to 98, with 87 being

a best estimate in 2020 Berger )
Sources: University of Gothenburg/V-DEM Institute; Roland Berger !




Politics & ... increasing the share of the global population not living under democratic

. . .y aggs .
UL regimes to 68% in 2020 - India's 1.37 billion boost this trend
Share of global populations living under four regime types, > The magnitude of the decline in democracy is
Future of 1972-2020" [%] much larger when accounting for population
Democracy size, indicating that many more people live in
DO 590, autocratizing than in democratizing countries:
0 Together, electoral and closed autocracies
508 are now home to 68% of the world’s
population - 43% and 25% respectively - and
45 A _ up from 48% a decade earlier
43% Electoral autocracies . _
= Aol > Electoral autocracies continue not only to be
= the most common regime type but also the
s most populous. A major (though contested)
s 35 7 case in point is that the world’s largest
= democracy and home to 1.37 billion people
= 30 7 recently turned into an electoral autocracy:
T 25 - 25% Closed autocraci india
S gy e i M - > By contrast, the number of liberal
S {19% i democracies (32) is slowly decreasing — their
2 = q ) 19%  Electoral democracies population share now stands at only 14%
» 15 1 L/ > Electoral democracies account for the
. remaining 19% of the global population — a
10 +12% figure much changed over the past fifty
years, only to fall back now to its 1970 level
S > On V-DEM indicators overall, the level of
0 | | | | | democracy enjoyed by the average global
citizen in 2020 is down to the levels around
1970 1980 1990 2000 2010 2020 1990
1) Based on 87 countries (best estimate) under autocratic regime; the sum in 2020 is 101% due to rounding Be,—"é"gﬁ 1D

Sources: University of Gothenburg/V-DEM Institute; Roland Berger
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Future of
Democracy

Within democracies, the public mood displays an unhappy trend - A rising
level of dissatisfaction and democracy fatigue makes for a risky mix

Dissatisfaction with democracy, 1996-2020 and spring 2021 [%]

2005-2020:
18.8 pp. rise in dissatisfaction
57.5
60
50
47.9
40
38.7

30 T |

1996 2005 2020

The University of Cambridge's Centre for the Future of
Democracy tracks the 'mood' in 77 democracies;
observations are based on a constant-country,
population-weighted sample of these democracies for
which data exists from the mid-1990s to today. This
represents 2.4 billion individuals across all continents

Spring 2021:
% of dissatisfaction/satisfaction

Greece 68

Italy 65
Spain 65
Japan 60
us 58
France 55
Belgium 50

South Korea 46
Taiwan 41
UK 39
Australia 37
Netherlands 34
Germany 34
Canada 33
New Zealand
Sweden

31
34
35
38
41
44
49
53
57
60
64
65
65
66
76
79

Pew Research surveys public attitudes in
16 advances economies by nationally
representative surveys of 16,254 adults
from March 12 to May 26, 2021

I Not satisfied Satisfied

Sources: University of Cambridge Bennett Institute; Pew Research Center; Roland Berger

> Across the globe, democracy appears to be in

a state of discontent: Dissatisfaction with
democracy has risen over time and is
reaching an all-time global high, particularly
in developed countries

2019 represents the highest level of
democratic discontent on record: Nearly 58%
are unhappy with democracy

The rise in democratic dissatisfaction has
been especially sharp since 2005, with just
38.7% of citizens dissatisfied in that year.
Since then, the proportion of dissatisfied
citizens has risen by almost one-fifth of the
population

Looking more regionally, a notable positive
shift is seen in Southeast Asian
democracies, whereas Anglo-Saxon countries
(North America, UK, Australasia) are less
happy compared to the mid-1990s; Europe
appears highly fragmented; at present, its
'democratic faith' contains some of the most
uneven levels of dissatisfaction

Early post-pandemic assessments in spring
2021 attest to continued levels of
dissatisfaction with democracy in some
advanced (democratic) nations

Berﬁgogﬁ | ).
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Younger generations are less satisfied with democracy than older ones and

their satisfaction declines further with age

Global satisfaction with democracy by generational
cohort and age” [%]

Interwar Generation
(born 1918-1943)
55% -

Baby Boomers

(born 1944-1964)
50%

Generation X
(born 1965-1980)

Satisfied with democracy [%]

Millennials
45% - (born 1981-1996)

20 30 40 50 60 70 80

Respondent age at time of survey

1) Global aggregate of 75 countries in all regions of the world, weighted by country-population
Sources: University of Cambridge Bennett Institute; Roland Berger

> Around the world, young adults living in democracies today

are less satisfied with the performance of democracy than
older generations — each generational cohort is less satisfied
with democracy than the preceding cohort at comparable ages

For example, while a majority of Millennials — having come of
age in the 21st century — express dissatisfaction with
democracy in their countries, a generation ago the majority of
those at a comparable age (people from Generation X in their
twenties and thirties) have been satisfied with democratic
performance

As the population share of Millennials and Generation X will
increase compared to the shares of the older generations, the
overall satisfaction can be expected to decline in the future

> In addition to the differences between the generations, the

development over time within the two younger generations -
Millennials and Generation X - raises further concerns as
younger cohorts have become more dissatisfied as they have
aged. If this development continues, the overall satisfaction
with democracy will decline further

The good news is that, although differences between these
generations are significant, with a range of 45%-55%, they are
not insurmountable — a chance to mitigate remains

In addition, there is also room for improvement in terms of the
older generations. If the satisfaction of the baby boomers were
to increase, the overall satisfaction would strongly increase, as

they account for a large share of the total population

Roland
Berger
Eal D )



‘I;olitics & Concentrated in populous democracies in four regions, younger
overnance

generations’ lower satisfaction with democracy is unevenly distributed

Average generational satisfaction compared to the next-older > Out of 2.3 billion individuals represented in the

Future of generation at the same age, by regiorﬂ) [%] global cross-country sample, 1.6 billion are in
Democracy countries with declining democratic satisfaction

Post- from one generation to the next, while only 0.7
Communist billion live in countries with rising

Democracies intergenerational contentment

Northern - . .
+10% Northeast "¢ \;rone > In Anglo-Saxon democracies, Latin America,

Asian Southern Europe and Sub-Saharan Africa the
Democracies younger generations are less satisfied with

T democracy than the next older generation at the
0% f

same age
> In Northeast Asian democracies, Northern Europe
and Post-communist democracies the younger
generations are more satisfied with democracy
than the next older generation at the same age

-10% - - Sub-Saharan o > The global decline of satisfaction with democracy
o Ellj'rosg‘ Deﬁf&cé?;ies might be explained by contingent events in recent

Anglo-Saxon  America d_ecad_es, sth as the aftermath o_f the gl_obal
DEn o Cies financial crisis, the effects of social media on news

and public debate, or the legacy of failures at
democracy promotion overseas

> The divergence between the regions might be
explained by differences in the development of
inequality and youth unemployment and in a
certain "transition fatigue" in countries which have
1) Average intergenerational satisfaction shift, by region, using comparisons at identical points in life. The intergenerational shift is shifted from an authoritarian to democratic SyStem
the average of the gap between Millennials and Generation X compared at age 30, between Generation X and Baby Boomers

compared at age 50, and between Baby Boomers and the Interwar Generation compared at age 70 - the points at which overlap
data exist in all 75 countries surveyed BernﬁhéF 19

Sources: University of Cambridge Bennett Institute; Roland Berger

@ Bubble sizes represent population size
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Pandemic emergency measures have affected democratic norms around the
world to varying degrees — Restrictions on media freedom top violations

Share of countries with violations of democratic standards
for emergency measures, 03/2020 - 06/2021 [%)]

= No time limit
S w»

= 0

S8 - :
- Limits on legislature
S s

‘.-E —

<=E & Official disinformation campaigns

Restrictions on media freedom

Discriminatory measures

Derogations from non-derogable rights

llliberal
practices

Abusive enforcement I

0% 20% 40% 60% 80% 100%

B Major Moderate Minor None

1) PanDem analysis, based on a novel composite conceptualization of democratic standards drawn from international treaties and norms,
identifies illiberal and authoritarian practices across seven categories covering 144 countries from March 2020 to June 2021. PanDem
Index and observations do not estimate the level of democracy; this is captured using the V-DEM Liberal Democracy Index (LDI)

Sources: V-DEM: Roland Berger

> During a public health emergency, a government must
balance public welfare, equity, individual rights, and
democratic processes and norms

> Emergency measures must be "proportionate, necessary
and non-discriminatory", have a clear time limit, and not
be implemented in an excessive manner — in short, they
may alter democratic institutions, rights, and proceedings
only within certain boundaries. With these standards as
benchmarks, the Pandemic Violations of Democratic
Standards Index (PanDem) captures the extent to which
state responses in 144 countries violated democratic
standards for emergency responses™

> Observations include that authoritarian practices that
sabotage accountability were more frequent than illiberal
practices that infringe autonomy and dignity — but
restrictions on media freedom (a practice straddling both
categories) were most common by far: 2/3 of all
countries imposed moderate to major restrictions on the
media

> Except for 13 countries that did not violate standards in
the period analyzed, most countries have engaged in at
least some violations of democratic standards since the
beginning of the pandemic — but broadly, this was mostly
transitory: At the end of June 2021, most countries
(57%) score low enough to be considered minor or non-
violators

> At least in the short term, the pandemic has not been
used to substantially increase autocratization in most
countries as violations of democratic norms declined as
the pandemic progressed — bar some exceptions

Roland
Berger
D



Politics & In some countries, a pandemic-driven continuous weakening of democratic
Governance standards signals a higher risk of democratic backsliding ...

Pandemic BaCkS”ding Index (PanBaCk): > A disturbing effect of the pandemic is taking root in some
Future of Countries' levels of risk? countries: Democratic backsliding and growing autocratization

Democracy

> The Pandemic Backsliding Index captures a country's average
risk of the erosion of democratic standards during the COVID-
19 pandemic as assessed in the period March 2020 - June
»* 2021. The PanBack Index gives greater weight to violations
occurring in the "gray zone" of countries (classified as electoral
autocracies or electoral democracies) known to have the highest
\ probability of adverse regime change - thus it assesses

»

- potentially enduring prospective risks to the quality of
democratic norms and standards
g v > Because of ongoing problematic policies born from emergency
measures, the risk of pandemic backsliding is highest in three
¢ populous countries of the Americas: Brazil, Mexico, Argentina;

but also in the Philippines, Malaysia, India and Uganda. There,
governments seem to be using the pandemic to (further) erode
democratic institutions; the risk is also highly elevated in larger
number of so-called moderate violators (e.g. Poland, Paraguay,
Ghana, Nigeria)

> |t is worth bearing in mind that most of the severe violators
already were autocracies before the pandemic — meaning that
their violations therefore are already on a sliding scale from bad

Pandemic backsliding index to worse

< 0.1 low risk <0.2 <0.3 [ >=0.3 high risk [Jll No data > Observers cast a keen eye on the longer-term implications of
. . - o \ . y measures imposed in the gray zone of countries and the extent
1) The PanBack Index gives greater weight to violations occurring in the "gray zone" (countries classified as

electoral autocracies or electoral democracies) known to have the highest probability of adverse regime change. to which they will be removed once the pandemic has subsided

PanBack does not estimate the level of democracy. PanBack assesses how pandemic responses measure up to
democratic standards for emergency measures based on international normative frameworks and treaties. 'March
2020-June 2021' time period reflects the worst (maximum) violation period Berger '»

Sources: V-DEM; Lewkowicz, J. et al.; Roland Berger
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... but observations where and how democratic standards are bheing
weakened predate the pandemic - And are ongoing

A selection of observations

7

In Venezuela, Nicolas
Maduro's presidency is

under dispute, having ruled
by decree since 2015 after

winning the 2013 election.
Criticism intensified followi
the 2018 "sham election”,

where opposition leaders had

been jailed, exiled or

forbidden to run, EU electoral

observers were termed
"spies", and tactics include
voter coercion

-

ng

d

J

The 2022 general election
in Brazil will be a test for
the country's democracy d
to threats by far-right
President Jair Bolsonaro
who has questioned the

validity of its voting system.

President since 2019, his
government has promoted

policies contrary to human

rights in various areas,
including indigenous
peoples' rights, women's
rights, the rights of those

with disabilities, and freedom

of expression

e

ue

In the US, former

on the media ("fake news") and refused to commit to a
peaceful transfer of power before the 2020 presidential election.

After losing the election,

. In January 2022, more than 40% of Americans still did
not believe in the legitimacy of the 2020 election results®

initiated attacks

that the

&

In Poland, the Constitutional Tribunal
postponed a ruling on whether EU law

supersedes the Polish constitution on four
occasions, worsening Warsaw-Brussels

relations. Further trouble with the EU stems
from a lack of LGBTQ+ rights in the country

5

r

In July 2021, a power
grab took place whereby
Tunisia's President Kais
Saied suspended
parliament, dismissed the
prime minister, and granted
himself judicial powers

o

N

Since the transition to democracy
in 1994, South Africa had experi-

=

enced some democratic erosion, lately
under President Jacob Zuma, elected in
2009; scandals associated with undue
influence and corruption have led to his

resignation in 2018

In the wake of the botched

military coup in Turkey in 2016@

President Erdogan initiated wide-
ranging government crackdowns,
arresting political opponents,
journalists, academics and public
servants

4 O
In Russia, President Putin G
reigned in autonomous

political institutions,

organizations, and individuals
that could constrain presidential
power, banned several rights of
the LGBTQ+ community,
curtailed peaceful assembly,
seized control over national
television networks, and

arrested opponents. In 2020,

Putin secured constitutional

changes allowing him to rule
until 2036

.

J

4 N\

In India, civil liberties have
been in decline since
Narendra Modi came to power
in 2014: India's Prime Minister
and its Hindu nationalist BJP
government continue to
undermine democratic norms,
while exerting pressure on
human rights groups,
intimidating activists, censoring
journalists, and attacking
minorities, especially Muslims.
In 2020, the Swedish based V-
Dem Institute downgraded India
from an electoral democracy to

an electoral autocracy

Sources: V-Dem Institute; SurveyMonkey; Human Rights Watch; Democratic Erosion; Press research; Roland Berger

J U J J \ J
Liberal democracies [l Electoral democracies [JJlj Electoral autocracies
1) Poll by Axios-Momentive 2) Colors denote regime type as defined by V-DEM Institute in 2020 BerﬁéhéF | ’.
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Since the mid-1990s, the main threat to democracy arises from
democratically elected leaders — Strategies are increasingly subtle

Autocratization
strategies [%]

Waves of autocratization and democratization,
1900-2017 [number of countries]

80 1t wave 2" wave .| 3 wave 100%

70 Y\ 90%

I \ 80%

0 : L 70%

%0 /N ™ 4 A3 60%

40 r <) .~ o v\ 50%

30 | ot \ 40%

- 30%

20 N\ I' \ 20%
I\ '

10 P AN ™M 10%

J ¢ (]

0 bz AN \ VN Y’ 0%

Third wave
(1994-2017)

Pre-third wave
(1900-1993)

1900 1910 1920 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

— — Democratization ongoing —— Autocratization ongoing
Autocratization in (former) democracies

Invasion Military coup
I Autogolpe” |l Democratic erosion

‘ ‘ "A gradual transition into electoral authoritarianism is more difficult to pinpoint than a clear
violation of democratic standards and provides fewer opportunities for domestic and international
opposition. Electoral autocrats secure their competitive advantage through subtler tactics such as
censoring and harassing the media, restricting civil society and political parties and the
undermining the autonomy of election management bodies. Aspiring autocrats learn from each
other and are seemingly borrowing tactics ..."

Anna Liihrmann, Minister of State at the German Federal Foreign Office,
former deputy director of the V-DEM Institute

1) Autogolpe: A self-coup is a form of coup d'état in which a nation's leader, having come to power through legal means, dissolves
or renders powerless the national legislature and unlawfully assumes extraordinary powers; since 2017 there have only been 3
successful self-coups (Venezuela, Tunisia, Sudan)

Sources: Lihrmann, A. et al.; V-DEM; Roland Berger

>

>

Democracy's contemporary enemies are
their elected leaders and parties that,
once in power, erode democratic rights
and institutions: Since the 1990s,
democracy has broken down in 36
countries

Not an event, but a gradual process: Once
autocratization gets underway,
democracies stand only a 20% chance to
avoid breakdown; also, sudden, dramatic
episodes or breakdowns (military coups,
invasions, self-coups) are very rare
compared to previous decades

Since the mid-1990s, democratic erosion
from within has become the "method of
choice": The current wave of
autocratization unfolds in a less blatant
and more gradual fashion than previously
observed

This process of erosion affects a wide
range of fundamental freedoms and civil
liberties and typically follows a pattern:
Ruling governments attack the media and
civil society, and polarize societies by
disrespecting opponents and spreading
false information, to then undermine
formal institutions

Roland )
Berger )



Politics & The future of autocratization is democratic erosion -
Governance

How to spot future would-be autocrats: Checklist of early-warning signs

Early warning signs of autocratic tendencies in (would-be) leaders/parties include:

Low commitment to the democratic process:

Unwillingness to publicly commit to legal means for gaining power
O Expresses willingness/need to violate the constitution

O Expresses sympathy for non-constitutional means of accessing power

U Attempts to undermine the legitimacy of elections

N Y,

Demonization of political opponents:
Denial of the legitimacy of democratic political parties to participate in political process
O Describes rivals as subversive/criminal or foreign agents
U Claims that rivals constitute an existential threat

Encouragement of political violence:

No rejection of the use of force and willingness to ask for armed forces
O Encourages or sponsors mob attacks on opponents

O Endorses or praises political violence

U Has ties to militia or armed gangs

=

Disrespect for fundamental minority rights:

Curtailment of the civil liberties of democratic parties’ leaders and supporters
ﬂ U Support laws or policies restricting civil liberties

U Threatens to take legal action against critics

O Praises repression

Roland y
Berger )

Sources: Linz, J.; Levitsky, S./ Ziblatt, D.; Lihrmann, A. et al.; V-DEM; Roland Berger
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Voice & Accountability Index reflects citizens ability to participate in
selecting their leaders, fundamental freedoms and a free media

Voice & Accountability (VA) Index, selected countries” 2000 2020 5 The focus of the World Bank's

governance subindex Voice &

131 138 Accountability is on participatory

0.82 democracy and accountability: It
0.64 captures perceptions across an
extensive list of variables to
express the extent to which
citizens can participate in
selecting their national
government, as well as freedom of
expression, freedom of
association, and a free media

> The maximum +2.5 score indicates
the situation where there is no
obstacle to expressing voice,
-0.29 whereas the -2.5 score reflects the
048 _g59 situation where people have no
-0.86 means of expressing their voice

> The average for 2020 based on 193
075  0.70 countries was -0.04 points, with
Norway scoring the highest (1.73),
and North Korea the lowest (-2.16)

> Some long-standing democratic
Country score and countries do not seem to fulfill

distribution. Volce North Korea China Russia Nigeria Mexico Hungary US Germany Norway their pot_enti_al, for Qxample the
& Accountability %M <l T 18 GREeny

Index 2020 25 20 45 10 05 00 05 10 15 20 25 downward trend

0.42 0.59

Argentina
Germany
Russia
South Korea

-0.35

-1.08
1.08

0.62
0.30 0.26

Brazil

Poland
Turkey
Nigeria

oy 1.14

0.87

0.39 0.35

0.15

Hungary
India
South Africa

(72}
-

1) VA Index: An aggregate index across 30+ indicators covering sources, in units of a standard normal distribution, ranging from -2.5 (weak) to 2.5 (strong) Be,—"é"g}' >
Sources: World Bank; V-Dem; Roland Berger !
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Good governance factors in the public mood: In advanced economies, post-
pandemic expectations signal the need for major political reforms

Share of respondents saying the political system")... [%]

I ... heeds to be
completely reformed
Italy

Spain

us

South Korea

Greece 30
France 23
Belgium
Japan
Taiwan
Germany
UK
Australia
Canada

Netherlands

Singapore
Sweden 9

New Zealand [ 21

... needs major

changes
42
54
42
46
50
42
30
37
38
39
39
30
27
25
52

1) Spring 2021 global attitudes survey; those who did not answer not shown

Sources: Pew Research Center; Roland Berger

39

... needs minor
changes
47
32
43
38
50
31
32
32
38
40
35
40
40

I ... doesn’t need to

be changed
8
11
12
15
13 6|
18
20 6
25 6|

> A median of 56% across
17 advanced economies
surveyed in spring 2021,
shown left, say their
political system needs
major changes or needs to
be completely reformed

> Roughly two-thirds or
more express this opinion
in Italy, Spain, USA, South
Korea, Greece, France,
Belgium and Japan

> Political reform does not
appear to be so pressing
or radical in other
countries, particularly in
Sweden, Canada and New
Zealand

> Reasons for wanting
change are varied but
attitudes are shaped in
part by views about the
national economy, the
impact of COVID-19, and
social and political
divides

BerB'é"F | '.
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"Perhaps the most durable
lesson for democracy from
these COVID-19 times is that we
should be more ambitious about
harnessing the potential of
participation and deliberation to
address daunting social
challenges."”

Archon Fung, Professor of
Citizenship and Self-
Government, Harvard

Kennedy School

Representative Fundamental

government: rights:

> Inclusive > Access to
suffrage justice

> Civil liberties

> Social rights &
equality

> Clean elections

> Free political
parties

> Elected
government

Sources: International IDEA; Roland Berger

"Citizens should be able to
speak to us [local and regional
authorities] when and where
they feel the need for it, and
not only when and where we
tell them: during elections
cycles or specific events."

Declan Mc Donnell,
Rapporteur-general (EU)

"Democracy is not simply
about a process or an election.
It’s a culture that has to be
developed [and] re-energized
by the citizens of every
generation. This is the
challenge of our time."
Derek Mitchell, President of
the National Democratic

Institute
Impartial Checks on
administration: government:
> Absence of > Effective
corruption parliament
> Predictable > Judicial
enforcement independence

> Media integrity

To strengthen the future of democracy and counteract autocratic tendencies
post-pandemic, participatory citizen engagement is key

> The global black swan event of 2020 is
a catalyst for many lessons for the
future of democracy: Democracy
doesn’t work without full and effective
citizen engagement — in person, at and
between elections, and increasingly
online

> Democratic innovations "born under
fire" — often in multi-stakeholder
partnerships at local or regional levels
— include the accelerated development
and use of eDemocracy tools, as
means of communication and
information sharing, monitoring,
deliberating and decision making

> Tools range from digital townhalls,
remote voting, opinion polling, e-
petitions, e-learning platforms for
educators, online portals and apps for
virtual public services, and many more

> Future crises may strain governance
and local communities, but the role of
participatory, inclusive and
deliberative democratic practice will
be critically important in seeking
collective solutions — particularly in
inter-election periods

Roland
Berger
D



Politics &
Governance

Future of
Democracy

Different aspects of electoral developments can be observed: Voter turnout
is declining globally. Lowering the voting age is not widespread - yet

Voter turnout 76
trends at
parliamentary
elections, 1980-
2020" [%]

72

68

64

65

0
1080 1385 1990

Number of
countries and
territories where
the minimum
voting age is ...
years old, 20202

National minimum voting age of

16 in: Argentina, Austria, Brazil,

Cuba, Ecuador, Germany (only

in some local elections), Malta, 9 g

1995 2000 2005 2010 ZugSmEz020

205

1 4 7 1

Nicaragua, Scotland
16 17

18 19 20 21 25

1) All countries excl. countries with compulsory voting law, 10-year average 2) Data available for 237 countries and territories
Sources: International IDEA; ACE Electoral Knowledge Network; Roland Berger

> Voter turnout at national elections has been

>

>

declining globally for several decades - but
nationally this may vary greatly

A core tenet of democracy is the right to vote in
(free and fair) elections: Populations aged 18
and over usually have a right to vote in almost all
forms of political systems where elections are
held

The vast majority of countries and territories
have a minimum voting age of 18 for national
elections — bar a small number of countries with
an age threshold of 20+ (some Middle Eastern
countries, Taiwan, Singapore)

However, several countries, particularly in South
America, have lowered their voting age for some
decades in national elections, while in Europe,
Austria and Malta are more recent innovators

Some countries have introduced lower age
thresholds for regional or local elections, such
as Estonia, in some German states and in parts
of the UK - the debate continues in many
countries

Lowering the voting age is often driven by the
ambition to give younger populations equity in
how their countries are governed

Roland
Berger
Eal D )



Politics &
Governance

The voice of the people is making itself heard increasingly through the
medium of technology, on social media and online platforms

Social media users and global
population aged 15+, 2010-2025" [bn]

y 5.3 6.2
5.1 :
4.4
3.6
2.1
1.0
2010 2015 2020 2025

US Capitol riots
6 January 2021

Greta
Thunberg's
Climate Strike
August 2018

‘ ‘ "Technology has already revolutionized our
notion of what democracy means. It used to mean
one person, one vote. Now it means, one device,
one voice."

Barry Chudakov, founder, Sertain Research

¥ Social media users Total global population aged 15+ years

Global social platforms ranked
by number of active users,
October 20212 [m]

Facebook 2,895
YouTube 2,291
WhatsApp 2,000
Instagram

Facebook Messenger
Weixin / WeChat
TikTok

Douyin

QQ

Sina Weibo

Telegram

Snapchat

Kuaishou

Pinterest

Twitter

1) Approximation, legal use age 13 (on average across most major social media sites), 2025 forecast 2) Not necessarily unique individuals

Sources: Statista; UN; DataReportal; Roland Berger

> Globally, and compared to other generations,
the use of social media as a means of free-
dom of expression and interaction is unlikely
to diminish in future years: over 70% of the
global population aged 15 and older are
expected to use social media by 2025 - up
from 62% today

> The mass adoption of social media tools for
the purpose of pro-democracy citizen protests
— first seen during the Arab Spring a decade
ago - has also given rise to abuse (e.g.
dissemination of fake news or conspiracy
theories) by national and foreign anti-
democratic forces; further threats to demo-
cracies lie in the danger of confirmation bias,
the shaping of opinions based on misinform-
mation and, more generally, the absence of
regulation and oversight in the social media
sphere - a current and future hot topic

> Equally and going forward, the rising use of
social media as a global platform for younger
activists — as in the exemplary case of the
global Fridays for Future campaign started by
the then under-age Greta Thunberg - illustrates
that the global agenda is not limited to being
shaped by voting adults in any one country
alone

BerB'é"F | '.



Politics & Technology is also transforming government: E-government development

Governance = - - : - ] :
levels are rising but regional digital public services delivery varies

— ¥ Number of countries by region, by EGDI Ievel, 2016 and 20201) > E-government (electronic/digital government) refers to
Future of the use of technological communications devices and

Democracy digital solutions to provide public services directly to

| 6_ citizens and businesses in a country or region
21 > Digital government development is a means to improving
”
19 public service delivery, enhancing transparency,
24 10 12 K accountability and inclusion, while providing tangible

cost and time efficiencies for governments, businesses

7 2016 2020 and citizens. Depending on levels of sophistication, such
2016 2020 development can help increase people’s engagement and
15 Euro pe Asia facilitate greater citizen participation
23 > Acr_osbsI th% gtl(l)be, le-govetrnn;c_alnt_developmegt is. hignly
5 variable, but levels are steadily increasing. Regionally,
— —ﬂ— 23 14 ﬂ ﬂ Europe already displays the highest level of e-
2016 2020 3 government development across the largest number of
. 33 10 countries according to UN EGDI observations
Americas = 7 > The pandemic has accelerated some aspects of online
public services even further, keeping governments and
2016 2020 2016 2020 people connected: Digital technologies have enabled
Africa . governments to make rapid policy decisions based on
Oceania real-time data and analytics, to enhance capacities of

local authorities for better coordination, and to deploy
services to those who need them most. Throughout the
pandemic, governments have shared information through
their national portals and social media platforms, and
often have made innovative use of technologies such as
mobile apps and Al chatbots, as well as access to public

I Very high EGDI High EGDI M Middle EGDI Low EGDI e-learning systems for schools

1) The E-Government Development Index (EGDI) is based on a comprehensive survey of the online presence of all 193 UN member

states, which assesses national websites and how e-government policies and strategies are applied in general and in specific sectors

for delivery of essential services. The assessment rates the e-government performance of countries relative to one another Be,—"é"gﬁ >
Sources: UN; Roland Berger !




Politics & In Europe, digital public services are already at a high level — The provision

UL of key services is expected to meet the 100% online target by 2030
Status of digital public services for citizens and businesses, EU27, > EU's Digital Economy and Society Index
20211 [%] (DESI) analysis for 2021 finds that the share
of key digital services that are provided
100 online across the EU27 is 75% for digital
91 90 83 88 87 87 86 86 85 84 gy services for citizens, and 84% for
m 75 7473 73 72 71 71 69 g 65 64 businesses
o %0 57 54 54 44 > Key public services relate to necessary,
N . . ags
= everyday interactions between citizens
© and/or businesses and public service
providers at local, regional or national level,
R EEEEEE R EEEEEENEE R EEEEYE: such as owning or driving a car, starting a
S 538885253288 es88E332 85885585 business, regular business operations,
GEST T 558 8 5" £E388 9O+ z7O0&F3FOg aspect of career and employment, family
3 2 and social matters, moving, studying, and
small claims procedures
100 88 o7 05 6 o > ?u%portet(:] b)l/E Seagy EtUIIR D30 bi(IiIion c:f t
94 94 93 o1 unding, the EU's Digital Decade initiative
" 89 88 87 86 86 85 85 85 84 83 79 5 76 76 73 has set future goals for online public service
2 67 delivery by 2030: All key public services for
@ %4 49 businesses and citizens are expected to be
§ 100% online in 2030. Ambitions extend to
3 two additional digital targets:
— All citizens will have access to their e-
S PSS 5 SE82CfB3SESR8SgzzRsEge medical records (e-record)
FEZESEIFEETEZESE2ES fE2EES:8E ~ 80% of citizens will use a digital identity
g O O o & = o« (elD) solution by 2030
= =

1) Key public services refers to defined eGovernment benchmark measures, comprising eight life event categories that relate to relevant
stages in a citizens' or businesses' everyday use of online public services BerRtj’IETF | ’.

Sources: European Commission/DESI; Roland Berger




Politics &
Governance

Democratic leaders of the world are united to defend democracy in order to
combat autocratic trends and democratic backsliding

US and EU democracy efforts and themes ,,
USA: International Democracy Summit "Democracy doesn’t
In December 2021, President Biden hqsted _the first of two_Summits for Democracy?), bri'nging happen by accident.
together leaders from government, civil society, and the private sector to set forth an affirmative We h to defend it
agenda for democratic renewal and to tackle the greatest threats faced by democracies today ; e ave_ 0 aerena i,
through collective action. Three key themes: fight for it, strengthen
Defending against authoritarianism - Addressing and fighting corruption - it, onew it.
Advancing respect for human rights US-E!‘SSIdent
ikaen

EU: European Democracy Action Plan

Launched in December 2020, to be reviewed in 2023, the purpose of the action plan on European
democracy is to ensure that citizens are empowered to participate in the democratic system through
informed decision-making free from unlawful interference and manipulation. The action plan will also
build on the lessons learnt from the COVID-19 crisis and include measures on:

Electoral integrity — Media freedom - Tackling Disinformation — Media pluralism

Steps include: The EU Action Plan provides for the establishment of a joint, operational mechanism for
the protection of elections against threats such as cyberattacks. Hate crime and incitement, including
online incitement, should also be included in the list of "EU criminal offences”. In addition, an initiative
to protect journalists and civil society is planned. The fight against disinformation, especially in the
digital sphere, is to be further intensified with guidelines for an improved code of conduct

1) Second summit to take place in late 2022 BerRtj’IETF | '.
Sources: US State Department; European Commission; Roland Berger
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Looking ahead, 2024 is a highly important year for democracy and
governance - A post-pandemic world goes to the ballot box

Parliamentary and/or presidential elections 2024

Europe

Austria
Belgium

M Croatia
Finland

M Georgia
Gibraltar
Iceland

M Lithuania

M Moldova

M Montenegro

M North
Macedonia

B Romania

M Russia

M San Marino

M Slovakia
UK

M Ukraine

Americas &
Oceania

B Dominica

B Dominican
Republic

B El Salvador

B Kiribati

B Mexico
New Zealand

M Palau

B Panama

B Puerto Rico
Uruguay
USA

M Vanuatu

M Venezuela

Asia

M India

M Indonesia

M Iran

B Jordan

B Kazakhstan

B Kuwait

M Mongolia

B North Korea
South Korea

M Sri Lanka

M Syria
Taiwan

B Turkmenistan

B Uzbekistan

1) Colors denote regime type as defined by V-DEM Institute in 2020
Sources: NDI; V-DEM; Roland Berger

Africa

M Algeria

M Botswana

M Comoros

I Egypt

M Ethiopia
Ghana

M Guinea-Bissau

B Madagascar

M Mauritius

B Mauritania

B Mozambique

B Namibia

B Rwanda

M Senegal

B South Africa

l Sudan

M Tunisia

Others

M EU
Parliamentary
elections

B UN Security
Council
Elections

Liberal democracies
I Electoral democracies
B Electoral autocracies
B Closed autocracies

I Not classified"

> 2024 - A worldwide bumper election

year: An unprecedented number of
countries and blocs ranging across the
entire spectrum of electoral systems —
from liberal democracies to autocracies
— head to parliamentary and/or
presidential ballot boxes

Countries and economic blocs of
considerable global power include
USA, Russia, India, the EU, a post-
Brexit UK, etc., while a high number of
regionally important countries will
decide if their respective political
pendulum swings towards a more
democratic governance style — or not

The world will be watching the 2024 US
elections in particular: President
Biden's four-year term in office — begun
in January 2021 and seen as a
possible reset post-Trump to a path of
more multilateral engagement and
with values more aligned with Western
liberal democratic norms — will be
scrutinized for its overall achievements
and performance while speculation of
his adversary's return as a presidential
candidate will be rife in the interim

Berger | .



Politics & Good governance is characterized as participatory, effective, equitable,
Governance transparent, accountable, strategic and promotes the rule of law

> Governance is the exercise of political, economic, and
administrative authority to manage a nation's
Participation affairs; the concept of governance may also be applied
Consensus orientation in different contexts — global, institutional and
communal

> Governance is not limited to the political sphere but
2 . also overlays the social and economic fields. It
gl(:vrirnance Legitimacy & involves not only government, but other actors as
allenges p : . Vi i izati
Strategic voice Responsiveness well, such as civil society organizations and the

g - rivate sector
vision Effectiveness & b _
efficiency > At the global level, governance is a means to manage

S issues that cut across national borders — whether it is
! ! D el a pandemic, a financial crisis, climate change, or a
Direction iy Performance geopolitical dispute. Its principles encompass
- transparency, integrity, effective collaboration under an
open, strategic and consensus seeking vision

> Governance work itself has expanded well beyond
NCE » treaty-making to include formal and informal
_— monitoring, standard-setting, enforcement, and
financing

Accountability Fairness > Effective governance is essential to secure peaceful,
healthy, and prosperous societies, particularly now
amid the COVID-19 pandemic, worsening ecological
crises, mounting geopolitical tension, democratic
erosion, and a growing backlash against globalization

Transparency

Equi
Accountability quity

Rule of law

BerﬂéhéF '
Sources: UNDP; World Bank; WEF; Roland Berger ‘
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Good public governance is also critical for achieving the United Nations'
Sustainable Development Goals 2030

Six SDGs requiring good public governance (selective)

End hunger, achieve
food security and
improved nutrition

INDUSTRY, INNOVATION
AND INFRASTRUCTURE

o

Build resilient
infrastructure, promote
inclusive and sustainable
industrialization and
foster innovation

(&) United
77 Nations

L"

Sources: UN; OECD; Roland Berger

GENDER
EQUALITY

Achieve gender equality
and empower all women
and girls

Make cities inclusive,
safe, resilient and
sustainable

SUSTAINABLE
DEVELOPMENT

CLEAN WATER
AND SANITATION

L

Available and sustainable
water management and
sanitation

‘IB PEACE, JUSTICE
AND STRONG

INSTITUTIONS

(14
4
p—
[

Access to justice for all
and build effective, ac-
countable and inclusive
institutions at all levels

:ALS
“any

>

>

>

Good governance has always been recognized as
a critical tool for advancing sustainable
development - it is a crucial element
incorporated in sustainable development
strategies

In September 2015, world leaders adopted a 15-
year blueprint for a better world: The Sustainable
Development Goals 2030

The 17 goals are broad, universal and potentially
transformative. To a large extent, achieving the
goals depends on coordinated implementation
efforts under good public governance

Good governance and sustainable development
are two concepts closely tied together - the
former does not guarantee sustainable
development; however, its absence severely limits
the latter and can, at worst, hinder it

A big issue for governments will be how to align
policies for delivery of inclusive growth given the
breadth and complexity of the goals and the need
for the inclusion of an unprecedented range of
public and private actors in policy creation and
implementation. Such cross-cutting actions focus
on improving governance processes — while
keeping government expenditure in line

Roland )

Berger )



Politics & So far, performance concerning SDG achievement vary widely and highlight
Governance

the broad spectrum of governance challenges for the decade ahead

SDG dashboard, levels and trends by region, 20217

peveLopment OLtALS

{Ki_\g United

12 13 oo 14 v B15 Wi
V|l ™

L7 Nations
No Zero Good Quality  Gender  Clean Afford-  Decent  Industry, Reduced Sustain- Respon- Climate Life Life On  Peace, Partner-
poverty  hunger  health education equality ~water and able and work and innova-  inequali- able sible con- action below land Justice  ships for
and well- sanitation clean economic tionand ties Cities and sumption water and the goals
being energy  growth infra- Communi and pro- strong
structure -ties duction institution

East and South Asia [ X Y o -0 0 - o 0J ‘ o
ContalAdls Xy Oy . : - 0500
Carboean . O O @ e ®- c 01 0>0 @

hadie East and North o O o @ ®- . oJ 0 ©
Oceania o OO0 000 0-00- ®o-01 O b 0o-
OECD Countries ot 201 M oT @ °c @920 0l
Sub-SaharanAfica. @ > @2 @2 @2 @ 0> 0> @ 0> 0 @ c 170700

@ SDG achievement Challenges remain Significant challenges remain @ Major challenges remain @ Data not available
4" On track Moderately increasing Stagnating J Decreasing
1) Data availability for 156 countries, population-weighted averages Bechj’héF ' ’.

Sources: Sachs et al.; Roland Berger



Politics & Government expenditure trends attest to public spending increases in most

SO major economies over the past decade — A trend set to continue
Government spending in major advanced economies (G7), share > Frerdly, e averel] frem off T e
of GDP, 2000, 2019 and 2026" [%] spending as a share of GDP over the past

two decades is evident, yet considerable
country level differences are also

:

apparent
55.4 > On current forecasts, government

51.7 -1.8PP spending as a share of GDP will be
49.4 greater in 2026 than it was in 2000 in
47.8 48.6 every major advanced economy — bar

+0.9PP 450 460 465 Germany, where exceptional public
410 : @ @ expenditure due to German unification has
40.6 414

lately undergone a period of readjustment
37.3 38.9 394 37.8 > Prices relating to services that welfare

states provide, such as health and social
care as well as education, grow faster
than the economy because of their high
labor intensity and generally low rates of
productivity increases compared to other
sectors

Future spending — mostly related to a
rising aging populations in these countries

Canada France Germany Italy Japan UK us as well as climate change mitigation and
environmental protection costs — is

- expected to be disproportionately higher
({’ O Q O @ éE % than receipts to the public purse, leading
to continued government expenditure rises

2000 2019 WM 2026

0
w
©
w
>
o
I
>
~
w
N
—
w
R
X w
oy
)
Y%

1) Data for 2020 and 2021 omitted due to exceptional pandemic expenditure effects Ber"é‘;_”;‘ '.
Sources: IMF; Roland Berger I



Politics & Governance can be measured and compared at the national level across six

Governance : - . : -
broad dimensions - Leading regions also have room to improve
averages by components and regions, 20207 undertaken by the World Bank examine six
composite indicators along the following
16 - broad dimensions of governance:
- Voice and accountability (see subtrend 1)
1.9 - — Control of corruption
- Rule of law
Governance ;
Challenges 0.8 — Regulatory quality
- Government effectiveness
0488 - Political stability & absence of
.I violence/terrorism
0.0 — > In its respective context, the maximum
“ +2.5 score indicates a situation where there
iy - is best possible performance, while a
' score of -2.5 denotes the worst
- > Data reflect the views on governance of
' survey respondents and public, private,
5 and NGO sector experts worldwide,
-2 ing 200 tries si 1996
North Europe &  East Asia Latin South  Middle East Sub- SRR countries smc-e
America Central Asia & Pacific  America & Asia & North  Saharan > Levels attest to the perceptions of the
Caribbean Africa Africa quality of governance which - although
being generally higher in high income
countries and regions — is not uniformly
leading or stellar: There is clearly room to
Voice and accountability Rule of law I Government effectiveness improve for all countries and regions
Control of corruption I Regulatory quality Political stability, no violence
1) Unweighted country average; scale from -2.5 to 2.5, the value 0 is the average value of the respective indicator Be,—"ég}' 1D

Sources: World Bank; Brookings; Roland Berger



Politics & World Bank's Control of Corruption indicator attests to governance deficits
COTETENEE in some high-income/democratic countries — Some could do better

Worldwide governance indicator: Control of corruption, selected countries by score, 2020

25
2.0 A
1.5 A

1.0 A

o Lhiniica
Governance 0.0 -
Challenges 05
-1.0

-1.5
-2.0

UK
us

Australia
Iran

Nigeria
Irag

UAE

Egypt
Afghanistan
Syria

Israel
Italy
Pakistan

Saudi Arabia
China
Tunisia

Argentina
India
Turkey
Brazil

Finland
Japan
France
Qatar
Spain
South Korea
Poland
Belarus
Ukraine
Mexico
Russia
Congo
Libya
Yemen

Singapore

New Zealand
Norway

Switzerland

Netherlands
Austria

Denmark
Sweden
Germany
Estonia
Canada
Hungary
South Africa
Kazakhstan
Indonesia
Philippines
Venezuela
North Korea

> The World Bank's control of corruption indicator offers a snapshot of a country's perceived quality of governance in terms of its ability to
control of corruption. The average score for 2020 based on 192 countries was -0.03 points within the WGI score range of +2.5 to -2.5.
Underlying variables include corruption among public officials, public trust of politicians, diversion of public funds, irregular payments, etc.

> The data show significant variations across countries within an income group and/or a region: While rich countries generally exhibit higher
standards of governance on average, the variance across countries is considerable, as is, for example, reflected in the score of the US (1.1)
when compared to other high-income/mature western democracies, such as its northern neighbor Canada (1.6), or Germany (1.9) and,

overall top scorer, Denmark (2.3)
> Can do better: Such high variation attest to a governance deficit in some high-income countries, even if they tend to surpass the average of
other (groups of) countries

Roland
Berger
Eal D )

Sources: World Bank; Roland Berger



golitics & The stronger the democratic governance system, the lower the level of
overnance

authoritarianism and corruption are
intertwined and represent an urgent
30 - and pervasive threat to democracy,
prosperity, and security

corruption
. . " 1
COH‘UptIOﬂ index and regime type’ 2021 ) > The broad picture of the relationship
between good governance in terms of
90 1 ’ ’ levels of corruption (in a country) and
. the ruling governance system displays a
80 - " . . clear message: The higher the level of
C"’.’"P tion Is a . s democratic governance the lower the
pand.emlc. The SOIllthn level of corruption
] o A
Governance 70 is democracy. A [ > But with the weakening of democracy,
Challenges Anthony Banbury, President, corruption is also on the rise, taking
60 4 International Foundation for 4 many new forms across private and
Electoral Systems 4 I public sectors
50 - | > Two of the three main themes of US
i President Biden’s 2021 Summit for
| Democracy centered on the fact that
40 - * | =
.

> bbb

> Corruption is undermining fair and free
elections: Issues of transparency
regarding the funding of candidates

10 - running for public office by national

and/or foreign donors are increasingly

an area of concern for political parties,

20 - [

0 . T T . national governments and cross-border
Electoral Electoral Closed governance
democracy autocracy autocracy
1) GRP Global Corruption Index score: 0 corresponds to the lowest risk and 100 to the highest; regime type according to V-DEM Index 2020 BernéhéF 1D

Sources: V-Dem; GRP; Roland Berger



Politics & Success in the fight against corruption is also determined by the strength
LU of the rule of law

Worldwide governance indicator: Rule of law, selected countries by score, 2020
2.5 A
2.0 A
1.5 A
1.0 A
05 - |
0.0 A
-0.5 1
-1.0 A
-1.5 1
-2.0 A
Bz e r PSS STEE TR 3EIYSTIISSSCSTOPESS8 28555 88F5058Es
SESSES38SCEEE 5T 5885°5580% 5558 5zre 55 ed5 557552585 ¢
EZN2c N5 T30 3 @ R a s =K e BF ¥9£35=gg%=Z o >%s 2
:553 g <° s T3 s £ §<E° ¢ E s =
2 < = (<2} cc/)vj (2] = <

> The World Bank's rule of law indicator captures perceptions of the extent to which agents have confidence in and abide by the rules of
society, and in particular the quality of contract enforcement, property rights, the police, and the courts, as well as the likelihood of crime
and violence. Other variables include speediness of judicial process, intellectual property rights protection, people trafficking, and many more

> Again, another Nordic country — Finland with a score of 2.1 - is leading, while Venezuela's score is the lowest (-2.3). Some high-income
countries, such as the US, France, Spain and Italy could also clearly do better in this category

> With only one country above the 2.0 threshold, it appears that even for comparatively high scoring countries there is some room at the top to
improve the perceptions and effectiveness of judicial governance

Berger | .

Sources: World Bank; Roland Berger



Politics & Regulatory quality indicator reflects the level of sound governance policies

Governance . : :
helping to support private sector development and investments
Worldwide governance indicator: Regulatory quality, selected countries by score, 2020
2.5 -
2.0 A
1.5
I N
0.5 A
0 I
-0.5 A
-1.0 A
-1.5 1
-2.0 A
-2'5_8882%5% TS S 2222583 4Y2sE=scS8s5 288 SReEE e E8E8s5 2855552288
S S SEf5EEESES B8 5555555 S 58 xS csE825388585C5E5385
SSEZFP255358 <7 TE ZRCATEZSCos28RSTSS523YE2 § SETVETS
2 T B ; B - ; g
> The World Bank's regulatory quality indicator captures perceptions of the ability of the Govelrtn;.antisl flalce several k.e.y
government to formulate and implement sound policies and regulations that permit regulatory cha enggs reqUIrl_ng
and promote private sector development concerted, supranational action —
> Underlying variables include levels of price controls, discriminatory tariffs, excessive A selective analysis follows regarding:
protections, unfair competitive practices, burden of government regulations, . T .
discriminatory taxes, prevalence of non-tariff barriers, subsidies, investment freedom, > Climate change & biodiversity
financial freedom, efficiency of competition regulation, regulatory burden, tax > Space
p
inconsistencies, and many more .
. L L o > Taxation
> Quality of regulation indicator score is highest in Singapore (+2.3)
> Data & Al
BerB'é"Fl '.

Sources: World Bank; Roland Berger



Politics & Climate change and biodiversity challenges are being addressed through
Governance

national as well as international regulatory measures

> Historically, national environmental laws and regulations
exist across most countries. Equally, there are a variety of
bodies in which cross-border environmental challenges
and policies are discussed at the international level. One
example is the UNFCCC, founded by the United Nations in

0-100 101-250 251-500 501+ 1992, regularly hosting member nations' representatives
laws laws laws laws to discuss global climate and biodiversity protection.
Around this Conference of Parties (COP), leaders,
G scientists and regulatory experts meet to find common
Governance @ @ ground for future regulatory measures and resolutions

Challenges

Unusually complicated laws @ @ O (=) = O @ > In terms of climate change mitigation, the last major

COPs took place in Paris in 2016 — when nations
proclaimed a goal to step up efforts to limit global
temperature rise to 1.5 °C by reducing CO, emissions -

% 0 * and in Glasgow in 2021, which focused on reducing
methane emissions, fuel subsidies, and coal-fired power
Long laws ° > Regarding biodiversity protection, supranational efforts
G e O Q are in the middle of a two-part COP, to conclude in May
2022; here, the target is to protect 30% of the world’s
S . land and sea areas by 2030 — up from 17%. However,
AT, global biodiversity action has broadly stalled since the Rio
- Summit in 1992. The key issue is funding: Unlike climate
Typical length for the country change, funding for biodiversity comes mostly from the
(% public sector - signaling future pressures on

expenditures

> Once passed, signed and ratified, international resolutions
must be incorporated into national law. Regarding the
complexity of environmental policies, in some major
Shorter laws @ countries/blocs such as the USA, France or the EU, it is
apparent that not only do many laws exist, but that they
are also unusually complicated

BernéhéF I '
Sources: Global-Regulation Inc.; Nature; Roland Berger
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Governance
Challenges

Due to climate change, governments are facing new territory — Literally:
The Arctic is becoming a zone of strategic competition

Arctic territorial claims concern o > Due to global warming effects, it is expected that most
th e U S RU S Si 3 C ana d 3 4 A of the Arctic will be accessible year-round to icebreakers

d o by 2050, with existing seasonal passages to vessels
Den m ark, N orway” “‘Alaska accessible without icebreaker support from 2030 onwards
(United States)

5 1

> New economic, scientific, maritime, and political
opportunities in the Arctic will continue to engage
competitive dynamics between the United States,
Russia, and China - as well as other Arctic Council states

@ North West Passage (NWP)
@ Transpolar Route (TSR)

© Northern Sea Route (NSR)
Z2 Sea ice extent (Dec 15, 2020)

> With fossil fuels playing a part in the global energy mix
well until 2050, the Arctic's oil and gas reserves are a key
resource, containing an estimated 13% of the world’s
undiscovered oil reserves and 30% of its natural gas

Arctic Ocean territorial claims reserves
United States > An increasingly ice-less Arctic also opens new or more

permanent shipping routes that can significantly shorten

B Russia travel times between Europe and Asia, affecting and
Norway changing the role of the Middle East in international trade
Denmark > The Arctic’s growing geostrategic significance is driving
Canada an increase in US and observer countries' attention to the

region’s security and stability: China's Arctic White Paper
(2018) sees its role as a "near-Arctic" state with plans to
create a Polar Silk Road by constructing infrastructure
throughout the Arctic — potentially gaining access to the
Arctic's natural resources, and as a basis for a future
military presence

1) 5 countries exert direct Artic territorial claims: Russia, Canada, Denmark/Greenland, Norway and the US, with a further 3
(Finland, Iceland, Sweden) also being member states of the Artic Council, the governing body coordinating and
implementing policy in the region. A further 38 nations including China (since 2013) hold observer status BengF '»

Sources: Marine Policy; CSIS; Brookings; KAS; Roland Berger
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Governance
Challenges

Space governance requires new global rules of engagement - Historic
treaties and norms no longer reflect the rise of new, ambitious space actors

Customary rules & norms
Non-UN treaties
(ITU, ESA, ...)
Industry standards bodies
(1ISO, CCSDS, AJAA)
National regulatory authorities

rmative phase

UN declarations &

legal principles
6 incl. Space Debris Mitigation
Guidelines (2007)

UN treaties

The Outer Space Treaty
The Rescue Arrangement
The Liability Convention
The Registration Convention
The Moon Treaty
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5 new government-developed
space stations by 2030

28 nations with domestic
space policies

50+ countries operate
spacecraft in orbit

/0% government space
agencies — 16 with launch
capability

20+ new space agencies
proposed by countries or blocs

1,500+ mostly for-profit
space actors

30,000+ pieces of space
debris regularly being tracked

1) COPUS: Committee on the Peaceful Uses of Outer Space; UNOOSA: United Nations Office for Outer Space Affairs

Sources: Wilson Center; UN; ESA; Ghent Institute; Roland Berger

> Space is a much evolving area of governance: Cornerstone UN

treaties date back to the cold war period and were followed by
norms and principles, mainly through voluntary, non-legal
measures with the goal of achieving mutual understanding and

reducing suspicion and rivalry between states. Today, COPUOS and
UNOOSA" act as two of the organizations managing peaceful
space operations within the existing framework — amongst a much
wider number of institutions

The US, Russia, China, Europe, India, Japan, and Israel represent
the most established space powers, each with indigenous orbital
launch capability and a long track record of operating satellites.
Today, a rising number of entities — nations, blocs and non-
state/for profit actors such as SpaceX, Blue Origin and Virgin
Galactic - elsewhere are planning or undertaking space initiatives,
shaping the space industry's increasingly global value chain

Although the privatization of space has so far proven to be
primarily a Western phenomenon, nations around the world are
adopting observed public-private partnership models -
competition is rising, changing the utilization of space

Current international space governance was not built for this
changing nature of space development, often termed NewSpace.
In the long-run, bilateral agreements, national policies, and passive
support of non-binding agreements will not be sufficient — new
governance is needed

Of the many challenges arising — overpopulated orbits, growing
space debris, radio frequency interferences, issues of spectrum
allocation, and the development of counter-space capabilities —
none can be addressed without reinstating intergovernmental
bodies and new binding rules of engagement to develop an
effective space regime
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Concerted governance efforts are underway limiting the global race to the
bottom in terms of corporate taxes — Tax governance also concerns ...

Selected regions? Selected OECD countries

Germany
28 42
Overall Cangde 26
20 Italy 41

Greece 40

| 34 5 26

Africa France 38

27 28
Luxembourg 38
Mexico 35

25 Spain 35
Asia , 25 e
19 Australia

Turkey 33

Korea 31

: . 28
Latin America & 27 EolaTE 30

the Caribbean 19 " 19 o

Switzerland 25
32 Ireland 24

13

Hungary 9 18

i 15
Chile 10

OECD
23

1) Combined tax rate of state and sub-central tax rates 2) Unweighted country average 3) BEPS: Base Erosion and Profit Shifting
Sources: OECD; ITR; Roland Berger

52

2000
2021

> |n late 2021, G20 leaders endorsed the

implementation of a 15% global minimum
tax for multinational enterprises (MNEs),
coming into law in 2023

To be implemented by 141 countries and
jurisdictions, the aim is to reign in the long
observed global "race to the bottom" in
terms of corporate income tax rates, where
mismatches between countries' tax
systems are instrumentalized for the
purpose of aggressive tax planning

In terms of global tax governance, this
agreement equips governments with
domestic and international instruments
needed to tackle tax avoidance, which is
costing governments an estimated USD
100-240 billion in lost corporate income
tax revenues per year

The new minimum corporate tax rate is part
of a wider, two pillar BEPS framework®
tackling international taxation issues. Its
mandate also addresses emergent taxation
challenges - scale without mass, reliance
on intangible assets, centrality of data —
arising from digitalization, globalization and
new business models
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... offshore financial centers — Corporate tax havens come in a wide variety

of locations and display different characteristics

Corporate tax haven index: Top 20 jurisdictions, ranked by score, 2021"

British Virgin Islands 2,853
Cayman Islands 2,652
Bermuda
Netherlands
Switzerland
Luxembourg
Hong Kong
Jersey
Singapore 1,714
UAE e 1,604
Ireland 1,459
Bahamas 1,454

UK 1,382

Cyprus 1,379
Mauritius
Belgium
Guernsey
France
China

Isle of Man

™% Sink OFCs
Conduit OFCs

1) Jurisdictions are ranked by their CTHI value (Corporate Tax Haven Index value), calculated by combining a jurisdiction’s Haven Score
and Global Scale Weight. A jurisdiction’s Haven Score is a measure of how much scope for corporate tax abuse the jurisdiction’s tax
and financial systems allow and is assessed against 20 indicators. A jurisdiction’s Global Scale Weight is a measure of how much
financial activity from multinational corporations the jurisdiction hosts

Sources: Tax Justice Network; CORPNET/UvA; Roland Berger

> Corporate - and private - tax avoidance involves

the use of tax havens, more correctly termed
offshore financial centers (OFCs). The term
"offshore" relates to the user's location.
American corporations are generally considered
the largest user group

OFCs are instrumental in aggressive tax
planning, (legally) reducing an MNC's tax bill by
moving capital across borders taking advantage
of loopholes in tax legislation, and/or by
seeking most advantageous tax rates to
allocate dividends, royalties, interest, etc.

OFCs can be categorized in many ways, for
example into sink OFCs (traditional tax havens
including some Caribbean islands, Jersey, Hong
Kong, Luxembourg, etc.) and conduit OFCs
(modern corporate tax havens acting as a
financial intermediary) - the latter include the
Netherlands, Switzerland, UK, Ireland and
Singapore

Additionally, an estimated USD 21-32 trillion of
private financial wealth is located, untaxed or
lightly taxed, in tax havens and other secrecy
jurisdictions around the world

Roland y
Berger )



Politics & US, EU and Chinese data governance approaches reflect mixed views and
Governance lack of consensus - Global digital players shape data ecosystems

Main features of data-related policies in the US, China and the EU

United States @ China 0 European Union @

Economic growth and > Mainly market-based > Strong government intervention > Regulation
development in the data- > Part of recovery plan after COVID-19 to
based digital economy support development of the digital economy
Data protection and privacy > Issue not historically prioritized > Rules focusing on business > EU General Data Protection Regulation (GDPR)
> No singular principal US data > Personal Information Protection Law (PIPL) 2018, based on fundamental rights and values
protection/privacy legislation 2021

> State laws (by 2023) in California,
Colorado, Virginia

National security > Data for national security are a clear > Wide government access and control > Each member responsible; EU can overrule in
priority certain circumstances

Competition policy > Data not typically seen as a competition > Unclear if data are considered a competition > Data can be considered a competition issue
issue, but changes more likely due to issue
important antitrust investigations and > May support domestic and state-owned
court cases companies

> Antitrust fine for Alibaba (2021)

Cross-border data flows > Promote free data flow > Extensive restrictions to data flows > Free data flow within the EU and adequate
states
> Trade policy promoting free data flows
> Some recent initiatives pointing to restrictions

Expansion strategy to > Through private digital corporations > Digital Silk Road > Regulatory leadership and partnerships
increase control of data

Berger |
Sources: UNCTAD; UK Government Office for Science; Bloomberg Law; IAPP; Roland Berger ! .
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Digital platforms are increasingly faced with regulatory issues — Lobbying
spending has doubled. EU is setting new rules of digital engagement

11.9

+99%

2015

23.7

2020

services act

Digital
markets act

Core platform services
> Online intermediation

> Online search engines

> Social networks

> Video-sharing platforms
> Messaging services

> QOperating systems

> Cloud computing

Gatekeeper criteria

> Strong economic position:
significant impact on internal
market and active in multiple
EU countries

> |mportant gateway: strong
intermediation position

> Durable position and impact in
the market

Other market features

> Entry barriers derived from
network effects and data
driven advantages

> Scale and scope effects the
provider benefits from,
including with regard to data

> Business user or end user
lock-in-effects

1) Digital platform companies include Google, Amazon, Facebook, Apple, Microsoft, Alibaba (2020 only)

Sources: Corporate Europe Observatory; Roland Berger; FleishmanHillard

With the advent of large digital platforms, companies like Uber,
AirBnB, Facebook, Google, Amazon, Alibaba etc. have tended to
bring their governance across borders, de facto regulating
through contract transaction — up to a point

Globally, this tendency towards the rise of transnational private
regulation in the digital economy is being met with resistance,
as some legal systems place increased pressure on large
technology companies to comply with (existing and new)
national legislation

Keen to establish a regulatory foothold, businesses active in the
digital economy have increasingly turned to lobbying: 612
companies, groups, and business associations lobby on behalf
of the digital industry in the EU. Lobbying spend of the largest
digital players has doubled within five years

Tensions have been emerging between so-called GAFAM
(Google, Amazon, Facebook, Apple, Microsoft) and the
European Commission — but also in other jurisdictions such as
the UK (draft Online Safety Bill) and Australia (Online Safety Act
2021), and with calls for the US to either lead or align in global
digital governance in areas of consumer and competition rules,
data protection and disinformation measures

The incoming EU Digital Services Package, and particularly its
Digital Markets Act — designating "gatekeeper" status to
prominent digital players — sets the tone for new rules of
engagement, compliance and enforcement in the digital
economy

Another areas of caution and much under debate extends to the
private ownership of digital economy firms when active in
sensitive sectors, as well as the financial power of non-state
actors, such as charitable foundations and wealthy
philanthropists, increasingly stemming from the digital realm
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Politics & Development of Al standards are an emerging, complex testbed for supra-
Governance

national governance — Al superpowers take widely different approaches ...

i 1
Areas concerning Al governance ) > For best possible future development, the emerging field of Al needs to be

supported by an agreed supranational policy framework in areas of security,
privacy, engineering, big data, accountability, quality and ethics. The nature of Al

Engineering [ calls for international efforts at a political level, to mitigate risks to multilateralism
Privacy and global trade, including through the EU-US Trade and Technology Council, and
Big Data through cooperation with the "standardization superpower China"

> The world's first concrete proposal for regulating artificial intelligence, the draft
EU Al Act (April 2021) is a landmark attempt to provide a regulatory foundation for

Governance the safe, fair, and innovative development of Al in the EU, and is of consequence
Challenges Ethics across the globe. EU regulation will employ a tiered risk-based approach
Security concerning the controls it will place on the use of Al systems including the use of
Accountability algorithms and depending on the intended purpose of the Al system; companies
Quality that violate regulations could face fines of up to 6% of their worldwide annual

turnover. If finalized in 2022, a subsequent two year "grace period" appears likely

> In the US by contrast, regulatory guidelines have been proposed on an agency-by-
agency basis; there is currently no federal regulation of Al in the US - but it is on

Number of secretariat positions by country, 2011 and 2021 the horizon. Meanwhile, much of the governing legal framework is through the
cross-application of a mix of rules and regulations governing traditional

: . disciplines, such as product liability, intellectual property, discrimination and
I1SO secretariats IEC secretariats workplace rights, and data privacy
Germany 130 34 > Str_ikingly different_, China'_s Standgrds Strategy 2_025, Qublishe(_i in October 2021,
132 I 36 strives to play an increasing role in the formulation of international standards -
including Al — to shape the future direction of tech development overall.
us 98 17 -2247 Specifications affect products, services and processes of all producers and
consumers/users around the world and are usually formed based on the best
67 24 technical solutions - indicating the advanced development of a country, also in
Japan 81 B 23 terms of innovation. Taking the lead in the formulation of industry standards,
allows for stronger control over system design and rulemaking, leading to a
China 45 6 dominating position in the global market. Not limited to Al and data, China's
71 ' 12 strategy affects other areas of innovative technologies yet to be standardized
(drones, lithium batteries, etc.)
2011 2021 2011 [ 2021
1) Standards organizations involved in Al include ISO/IEC JTC, ITU, IEEE, CEN-CENELEC, ETSI, IETF Be,—"é"gﬁ I '

Sources: OECD; OxCAIGG; EU; Nikkei Asia; Carnegie Endowment; China Briefing; HBR; Roland Berger



Politics &
Governance

Governance
Challenges

... leading to surprising positions in the global Al index. By government
strategy criteria, US falters while China holds a steady second place

Global Al Index country ranking, by Government Strategy criteria, 20217

Country Government Total ranking Commercial Talent Research  Development > A new Global Al Index (GAII) draws on a wide range of
strategy primary data to measure the capacity for artificial
(~) intelligence along innovation, investment and
Canada ! . § < . [ implementation processes in OECD nations across 7
China a 2 2 2 24 2 2 criteria and 143 variables
Saudi Arabia @ 3 2 19 55 3 25 > |ts Al Government Strategy pillar (16 underlying variables)
e focusses on the depth of commitment from national
Spain < 4 21 8 21 26 29 government to artificial intelligence, factoring in spending
‘ ’ commitments and national strategies. Herein, Canada, with
France - o 10 10 9 16 15 a national Al strategy since 2017, is in the lead, although Al
Russia ' 6 32 39 34 30 19 systems in Canada - not dissimilar to US data governance -
_ are regulated by a jumble of legislation regarding general
South Korea <®: 7 7 15 28 12 3 privacy, technology and human rights
Finland = 8 13 21 16 17 20 > However, ranked by total GAll score, the US - although
only ranked 17th by government strategy largely due to the
Colombia v 9 49 50 53 62 51 absence of a comprehensive national approach to Al
a regulation and the new national Al task force to report back
Germany > 10 9 8 11 6 12 to President Biden only by the end of 2022 - is in the lead
o 12 overall, thanks to its superior talent base as well as strong
UK ZI: M B 4 3 2 il R&D and commercial investments
Australia @ 12 1 13 15 8 4 > China is in a steady second place. In third place and now
UAE c 13 34 27 58 42 23 outside the EU, the UK has most recently launched a new
— ten-year national Al plan while nurturing its talent base,
Slovenia (") 14 29 49 33 24 48 increasing research and commercial investment
Singapore ‘ﬂ 15 6 5 4 4 14 > Mirroring national approaches to data, widely different
— tactics and strategic foci permeate the current state of Al
Poland w 16 28 34 30 36 31 technology governance, ranging from initiatives by national
US & 17 1 1 1 1 1 regulators to more market-driven, private actors
1) Table shows five out of seven criteria; infrastructure and operating environment not shown Ber"é‘g}' 1D

Sources: Tortoise Media; Gibson Dunn; UK Government; Roland Berger
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Digital entrepreneurs are also involved in a wide range of charitable
endeavors — Donations have an ambitious reach

Largest private donations Top 5 wealthiest foundations Selected global NGOs

Donor Recipient Donation Organization Focus Giving in 2019 Organization Focus Income in
[USD m] [USD m] 2020 [USD m]
B 8¢ j
Jeff Bezos Bezos Earth Fund 10,000 Bill & Melinda 0. 4,057 Médecins Sans %’ 2,178"
Gates Foundation fnf Frontiéres 4
<
Phil & Penny Knight Foundation 901 Wellcome Trust §o, 327 Oxfam S 4732
Knight B bh il
Phil & Penny University of 300 MasterCard % 298 Amnesty ® 3832
Knight Oregon Foundation =g International V¢
June & Fred Kummer Institute, 300 Children's O o7 WWEF \\15 365
Kummer University of Investment Fund i—'z'u 58]
Missouri Foundation

Mark Zuckerberg  Center for Tech 250 Ford Foundation ~ +™,- 196 Greenpeace \\15 91
RES2N

& Priscilla Chan and Civic Life tu

XX Digital In March 2020, the top three major foundations jointly launched the COVID-19 Therapeutics Accelerator initiative to support the pandemic effort with USD 125 million
entrepreneurs in seed money, ultimately working with the WHO, governments and private sector funders and organizations, as well as global regulatory and policy setting institutions

1) EUR/USD exchange rate January 13, 2022: 1.15; 2) GBP/USD exchange rate January 13, 2022: 1.37; business year from April 1, 2020 to March 31, 2021 BerB'E”F | '.

Sources: NGO financial statements, OECD; foundation websites; Roland Berger
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Governmental official development assistance is concentrated among five
countries - Foreign aid contributes to economic and political stability

Net official development assistance grant equivalent, 2020 [USD m]

> Official development assistance (ODA) has been
increasing for decades. ODA is defined by the

us 35,071 OECD Development Assistance Committee
Germany 27,511 (DAC) as government aid that promotes and
UK 17,434 specifically targets the economic development
Japan 15,771 and welfare of developing countries; it remains
France 13,545 the main source of financing for development
Turkey 8,905 aid
El\gti%ﬂ;n ds 5 164296 > The top five donor nations account for around
) 0, .

Canada 5,091 64% of total government aid
Norway 4,657 > However, some of the top donor countries
Italy 4,062 spend relatively little on ODA as a percentage of
Switzerland 3,371 GNI - indeed, the number one ODA donor, the
Spain 2,891 United States, spent less than 0.5% on ODA in
Australia 2,582 . 2020
Denmark 2567 ODA spending of top 5 donors, . _
Korea 2 251 share of GNI, 2020 [%] > The UN target of 0.7% ODA of donors’ national
Belgium 2935 income is rea}ched by Iegs than half a dozen of
UAE 1 é05 donor countries — these include Sweden,
Saudi Arabia 1:774 Germany 0.73 Norway, Luxembourg, Germany and Denmark
A_ustria 1,242 > Wider concepts of foreign aid, other than ODA,
FmIar_wd 1,226 UK 0.70 can take on very different forms: China - not
Russia 1 X i being part of the OECD DAC - is estimated to
Ireland 949 spend USD 5 billion on foreign aid, however this
’Izlolanzd - 7285 i is considered mostly transactional in nature

e an
Lorembon W45 > Total ODA (USD 161 billion) is dwarfed by the
Taiwan 396 total amount of remittances (USD 540 billion to
Portugal 367 Japan low- and middle-income countries in 2020),
Israel 279 thus supporting home nations through
Slovakia 135 UN target of transfers of private funds from abroad
S| ; us 0.17
Thaland |62 0.7% of GNI

Sources: OECD; JICA; Roland Berger
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Politics & World Bank political stability indicator reflects the state of (in)stability of a
Governance

country’s political regime - Variables include levels of conflicts and unrest

Worldwide governance indicator: Political stability, no violence, 2020 > The World Bank's Political stability,

no violence indicator captures the
perceived likelihood that the
government will be destabilized or
overthrown by unconstitutional or
violent means, including politically-
motivated violence and terrorism

> The score reflects on the many
processes by which governments are
selected, monitored, and replaced

* > A comprehensive set of variables
\ include violent demonstrations,

social unrest, armed conflict,
international tensions, terrorist threat,
political terror, security risk rating,
intensity of internal conflicts (ethnic,
religious or regional), government
stability, orderly transfers, external
conflict, ethnic tensions, protests
and riots, interstate and civil war, and

s ‘,
Geopolitics &

Global Risks

many more
> There is clearly much room to
Less improve political stability in many
stanle 1 | » countries — surprisingly so in the US,
in some parts of Europe as well as in
WGl score large parts of South America

<15 -1.5t0-0.5 -0.5t00.5 05t015 [l >15 Not available

BerB'é"F 1D
Sources: World Bank; Roland Berger



Politics & Although the number of conflicts has steadily increased in recent years,

vernan .
UL the number of deaths from conflicts has notably eased
Non-state conflicts proliferate > According to figures from Uppsala
] University's Conflict Data Program,
Number of conflicts, 2000-2020 Total number of the number of conflicts (due to
100 - conflicts (2020): 169 state-based and non-state
violence) is rising but battle
80 - deaths are down from seven years
2 ago, mostly because Syria’s civil
o0 = 56 war atrocities having largely

0 — 41 subsided. Although battle deaths
@6\\_’/\_/\/ may be down, the sufferings now
20 1 shifts to the most vulnerable in the

0 general population

2000 2005 2010 2015 2020 > Although states rarely go to war
with one another, more local

,; ] Geopolitics &

Global Risks . conflicts rage than ever, but they
Number of deaths due to conflict Total nur(l;%t;ro ;Jf gga1t:1§ tend to be of lower intensity
120,000 - O

’ > QOver the past two decades, such
100,000 A non-state conflicts have
80.000 - increased; by definition, this refers
’ to the use of armed force between
60,000 - 49,304 two organized armed groups,
40.000 - neither of which is
’ 23,140 the government of a state, and
20,000 L —— /\__\_’7,669 which result in at least 25 battle-
0 related deaths in a year
2000 2005 2010 2015 2020
=== State-based violence Non-state violence === One-sided violence
BerB'E"FI )

Sources: Uppsala University/UCDP; Roland Berger



Politics & The global conflicts map displays several worsening flashpoints and a
Governance

much longer list of persisting and unwavering conflict areas

Where are the worlds ongoing conflicts? S
Territorial dispute

> Russo-Ukrainian war

> Nagorno-Karabakh conflict
> Kurdish-Turkish conflict

> |sraeli-Palestinian conflict
> East China Sea disputes

B \x\\\\\’ > South China Sea disputes
W ..
'&" Civil war
> Conflict in Afghanistan > Yemeni civil war
> Syrian civil war > Libyan civil war
> Instability in Iraq > South Sudanese civil war

»

> US-Iran conflict
> India-Pakistan conflict
> North-Korea crisis

Political instability

> |nstability in Lebanon, Egypt, DRC and
Venezuela

> Tigray War in Ethiopia

Transnational Terrorism
> Mali war

> |slamist Militancy in Pakistan

> Al-Shabaab in Somalia & Kenia

> Boko Haram Militancy in Nigeria
> Violence on the Central African Republic
> Rohingya Crisis

Roland )

Berger )

Sources: Council of Foreign Affairs; Visual Capitalist; Roland Berger
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Geopolitical flashpoints abound: Conflicts, tensions and regime changes
cause humanitarian crises - Violations shift to include new methods ...

Important conflicts to watch
in 2022

—

Ukraine

Ethiopia

Afghanistan

US-China

Iran vs US and Israel

Yemen

~N | 6O o AW

Israel-Palestine

©o

Haiti

O

Myanmar

10 Islamist militancy in Africa

Sources: International Crisis Group; UN; Roland Berger

Signs to watch out for

According to the UN, the most
common causes of conflict today
include:

> Regional tensions
> Breakdowns in the rule of law

> Co-opted or absent state
institutions

> |llicit economic gain

> Scarcity of resources exacerbated
by climate change

Other methods of modern warfare
> Cyberattacks

> Disinformation

> Electoral interference

> Instrumentalization of migrants

> Battle fatalities may be down, but suffering is

not. Millions of Ethiopians suffer acute food
insecurity because of the country’s civil war.
Fighting involving Islamists elsewhere in Africa
drives millions of people from their homes and
causes humanitarian devastation. Yemen’s
conflict kills more people — mostly women and
children - due to starvation or preventable
disease than violence

Violence levels have dropped since the Taliban
seized power of Afghanistan in August, but
starvation could leave more Afghans dead,
including millions of children, than past decades
of fighting

Worldwide, the number of displaced people,
most due to war, is at a record high

Great power standoffs continue or intensify,
involving Russia over Ukraine, and Taiwan

Moreover, states compete fiercely even when
they’re not fighting directly: The 21st century
aggression and violation toolbox contains a
broad set of methods: Cyberattacks,
disinformation campaigns, election interference,
economic coercion, and the instrumentalization of
migrants

Roland
Berger
D



Politics & ... such as cyberattacks: Governments are the second highest target of
Governance

state-sponsored cyberattacks — Retaliation could lead to cyberwarfare

> Cyberwarfare utilizes techniques of defending
and attacking information and computer networks
that inhabit cyberspace. It denies an opponent's

160 - Government BN i I e Other ability to do the same, while
140 4 Military B Russia [ North Korea employing technological instruments of war
Private sector > Since 2005, 34 countries are suspected of
120 1 Civil society sponsoring cyber operations. China, Russia, Iran,
100 4 and North Korea sponsored 3/4 of all suspected
6 operations, mostly related to espionage
S0 > The CFR's cyber operations tracker focuses on
cor 61 instances of publicly known state-sponsored
cyber activity, therefore only containing data
40 involving suspected perpetrators (threat actors)
Geopolitics & affiliated with a nation-state. The purpose is to
Global Risks 20 1 36 accurately and comprehensively identify when
states and their proxies conduct cyberoperations

0 . , : . o

2005 2010 2015 2020 in pursuit of their foreign policy interests.
Reporting on nonstate actors, such as hacktivist
groups, tends to be opaquer, giving less reliable
data

> Cyberterrorism, on the other hand, is the use of
computer network tools to shut down critical
national infrastructures (such as energy,
transportation, government operations) or to
coerce or intimidate a government or civilian

World Economic Forum population

1) CFR's Digital and Cyberspace Policy program’s cyber operations tracker is a database of publicly known state-sponsored
incidents that have occurred since 2005 BernéhéF I

Sources: CFR; WEF; CSIS; Roland Berger




Politics & Military expenditure is dominated by the US. China has been increasing its
Bl spending over the past decade - Its army is the world's largest

Top 10 countries by military expenditure, 2010 and 2020 [USD bn] ' > the usa still has, by far, the highest military

expenditure. However, there the trend is downward.
865 China, on the other hand, has significantly increased

us 767 its military spending, as have other Asian countries,
o although on a smaller scale
> European countries are expanding their military

. 129
China e 245 budgets and must continue to do so in the future in
order to comply with NATO agreements

. : = e > China and India have the largest armies by militar
India -5‘;3 Top 5 armies by active military personnel globally J g /
personnel, 2021 [m] > There are many, often long-standing, regional, multi- or
Russia 50 bilateral military as well as security alliances. Most
67 R recently, new groupings are being formed or existing
Chi \,\ﬂ\\,\m\z\m\,\m\z\m\,\m\,\ﬁ 29 ones being revived, particularly concerning one region:
A 63 Ina THAANnn - As an example of the former, AUKUS, a trilateral
Geopolitics & UK - 58 security pact between Australia, the UK and the US for
Globpal Risks AN the Indo-Pacific region was announced in late 2021
: : o4 Indi &ﬂ\x\ﬂ\\z\ﬂ\x\ﬂ\k\ﬁ 15 > At the same time, the alliance known as the Quad - the
Saudi Arabia ndia : . e A
| 56 NRRNAONARNTD Quadrilateral Security Dialogue — involving the US,
Australia, India and Japan — was revived and is also
48 o\ O\ O\ O\ ( pledging to work towards peace and prosperity in
France I 52 \1\*&\3\&\\"«&‘\%&\\1\% the Indo-Pacific region. Furthermore, in early 2022,
us 1.4 >9l¢
NTNANNI Japan and Australia signed a new defense treaty,

the Reciprocal Access Agreement. Their joint statement

41
Germany I 52 explicitly mentioned the growing collaboration among

o\ o\ o\ @
North Korea \*\ﬂ\\*\ﬂ\\?\&‘\?\&\ 1.3 the Quad nations to "drive forward coordin?t_ed _
46 " " |'| " responses to the most pressing challenges" in this
Japan I 48 region. Efforts are also underway for Quad Plus or
o\ o\ o Quad 2.0, involving - but by no means limited to —
32 Russia X\ﬂf&\ﬂ\\?\ﬂ‘ 1.0 South Korea, Vietnam, New Zealand, Brazil and Israel
South Korea - 46 2010 I 2020 NANKN for future strategic alignment

BerB'é"F 1D
Sources: SIPRI; Statista; The Diplomat; Roland Berger



Politics & In the future, conflict prevention efforts will increasingly benefit from using
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Al in early warning systems - Data philanthropy an emerging cornerstone

Conflict prevention uses of Al teChﬂO|Ogy > Advances in artificial intelligence (Al), machine learning (ML) and

other cutting-edge approaches to data help inform conflict prevention

Better understanding and and peacebuilding in applications of early warning systems (EWS)

modelling of conflict early > Broadly speaking, decision makers in peace, security, humanitarian
warning si and development fields can more easily pursue early preventive
g signs ; o e ; : ; :
action — countering disinformation, stepping up diplomatic efforts or
humanitarian support — before situations escalate into crises

> While many institutions are expert in traditional EWS analysis,
accuracy can range from 50-75%, often due to several data
limitations. Deploying Al technology in EWS can yield an accuracy of
over 80%. It can also help analyze consequences of (non-
)intervention more comprehensively and faster

Facilitating communicv’ ﬁ
during escalatory proce:

> Advanced data analysis for peace can include Al sentiment analysis
and Al social listening more commonly used in consumer marketing

> The UN's Global Pulse’) program and the WHO's Early Al-supported
Response with Social Listening Platform (EARS) are two examples
of such approaches, integrating real-time and historic information
sources, e.g. social media feeds, online conversations, radio
broadcasts etc.

> Because of Al technology's thirst for data, such innovative EWS

PulseSatellite \Web-based tool that combines latest Al with human expertise efforts have sparked a new trend — data philanthropy, whereby data-

to extract relevant information from satellite imagery for use in rich companies, such as social media platforms, mobile operators or

humanitarian contexts. Use cases include monitoring financial institutions agree to fairly and ethically share (anonymized)

population displacement, settlement mapping, flood and data with supranational or humanitarian organizations for the greater

damage assessment, and identifying the direct impact of good

earthquakes, volcanoes, cyclones and landslides > However, the global regulatory playbook for data sharing (except for

_ _ _ _ the EU's GDPR) is slim — leading to wider concerns about private

GLOBAL Qatalog A multi-faceted tool for accessing and analyzing radio for-profit actors as well as potential risks and harms of data use for

broadcasts, PDF documents, and social media data related to other, less peaceful and more intrusive purposes

specific topics, themes, discussions

1) UN Global Pulse is the UN Secretary-General’s initiative on big data and artificial intelligence for development,
humanitarian action, and peace Berger ’.
Sources: EUISS; Al for Peace; CIC; IMF; UN; WHO; Roland Berger !




Politics & Soft power is primarily exerted through powerful trade relations — EU, US
ORI and China dominate global trade

Top countries/regions regarding trade, Selected trade areas and their > Soft power - as opposed to military power  is
2020" [USD bn] global share, 2020 [%] the ability to co-opt rather than coerce.
Although also including areas of governance,
EU27 I 13,740 international relations, culture and heritage,
’ media and communication, education and
China I 5,095 Others 22 19 science, as well as people and values, business
and trade is the key cornerstone of soft power
us I 4,946 :
Mercosur ) 5 2 > Trade can be used as a soft power in two ways,
EU27 excl. EU trade | M 3,650 arceTa— o 46 as negative or positive sanctions: Trade
German 3122 restrictions (on imports and/or exports) are
y J 18 utilized to put pressure on countries and
Japan ¥ 1,593 regions. Such actions are often combined with
EU27 constraints on investments. These measures
France 1 1,568 aim to get in front of military interventions.
UK M 1,539 > By contrast, trade facilitations are used to

forge closer ties with countries and regions

Netherlands 11,328 , .
USMCA 14 > Three countries/blocs dominate global trade:
Hong Kong 11,219 EU, China and the US. As a sizeable part of

EU's trade is intra-EU, its trade-based soft

Korea 01,148 power can best be gauged by the EU's external
Singapore 1 1,090 trade
Italy 11,042 RCEP > Apart from the EU there are further sizeable

= trade areas, such as RCEP or USMCA, able to
Ireland § 1,022 use their respective soft power. But unlike the

EU, they do not constitute political and

Canada 1988 Global Global  Global GDP economic unions with common external tariffs,
India J 978 import M Export trade?  population mgsgllrilgﬂttheac} this dimension of soft power is

1) Exports/imports of goods and services comprise all transactions between residents of a country and the rest of the world involving a
change of ownership from residents to nonresidents of general merchandise, net exports of goods under merchanting, nonmonetary vt E D
gold, and services. Data in current USD (World Bank); EU27 excl. EU trade (Eurostat) 2) Global trade refers to merchandise exports Berger 1)

Sources: World Bank: Eurostat: Roland Berger
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The future of the global balance of power appears to be in a state of flux -
International powerplay is shaped by geopolitical alliances and rivalries

Four possible futures for global governance

Powerful states

Multipolarity

> Major powers are the main actors within blocs of close or like-minded
states

> Lead by the major power, cooperation exists within the bloc, while blocs
compete for power and influence against each other

> Intense competition leads to instability, resource inequalities and multilateral
institutions becoming ineffective

> Emerging powers target vulnerabilities to enhance their position

> Challenging the 'rule book' triggers conflicts and crises; democratic traits
are under pressure

Multilateralism

> States are the most influential actors in the global order using multilateral
institutions to cooperate and to reduce global instability

> Current norms and international institutions are likely to be reformed
through effective processes in order to accommodate the interests of new
powers and to address global challenges

> Strong, effective state institutions have the capacity to address political,
societal, and environmental issues

> Governments can provide acceptable levels of support and welfare

Fragmentation

> Global governance is almost impossible: States, corporations, megacities
and other non-state actors compete for power in a volatile environment

> Cooperation is rare, unreliable and only self-serving
> States cannot provide services, this area is exploited by non-state actors
> Due to lack of regulation and protection, inequality and lawlessness rise

> The social contract between the state and its people is eroded, causing high
levels of uncertainty and insecurity

Competition

Network of actors

> Power is shared between a variety of state and non-state actors, both
globally and domestically

> All actors cooperate to address global challenges under an effective hybrid
form of governance, reducing the risk of conflict

uolneladoo)

> Corporations and leaders of megacities are the main players

> Non-state actors deliver important and essential services

> Private services are not affordable for many

> Societal cohesion is reduced due to inequality of access and opportunities

Diffusion of power

Sources: UK Government/Ministry of Defence; Roland Berger

Berger | .
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Top 5 global risks by category, by

impact, 2007-2022"

1

E

Impact

2007 2022

Economic @ Environmental @ Geopolitical Societal @ Technological

dimension 2022 is severity instead of impact
Sources: WEF; Roland Berger

Global risks by category, 2022

Economic

> Asset bubble bursts in
large economies

> Collapse of a systemically
important industry

> Debt crises in large
economies

> Failure to stabilize price
trajectories

> Proliferation of illicit
economic activity

> Prolonged economic
stagnation

> Severe commodity risks

@ Technological

> Adverse outcomes of
technological advances

> Breakdown of critical
information infrastructure

> Digital inequality

> Digital power
concentration

> Failure of cybersecurity
measures

> Failure of technological
governance

@ Geopolitical

> Collapse of multilateral
institutions

> Fracture of interstate
relations

> Geoeconomic
confrontations

> Geopolitical contestation
of strategic resources

> Interstate conflict
> State collapse
> Terrorist attack

> Weapons of mass
destruction (WMD)

@ Environmental

> Biodiversity loss and
ecosystem collapse

> Climate action failure
> Extreme weather events

> Human-made
environmental damage

> Major geophysical
disasters

> Natural resource crises

Historically, global risk awareness has shifted from the economy to the
environment — Global pandemic heightens sense of societal risks

Societal

> Collapse or lack of social
security systems

> Employment and
livelihood crises

> Erosion of social
cohesion

> Failure of public
infrastructure

> Infectious diseases

> Large-scale involuntary
migration

> Pervasive backlash
against science

> Pollution-driven harms to
human health

> Severe mental health
deterioration

> Widespread youth
disillusionment

1) A global risk is the possibility of the occurrence of an event or condition that, if it occurs, could cause significant negative impact for several countries or industries. Risk scope: over the next 10 years. Risk

Roland
Berger 1)



Politics & For the decade ahead, risks related to climate change dominate while

Governance | : o g
geoeconomics confrontation poses the most severe geopolitical risk
The 10 most severe risks over the next 10 years" > The World Economic Forum's Global Risks
Report is based on its annual Global Risks
_ _ _ Perception Survey, completed by over 900
1 Climate action failure business, government, civil society, academic
and thought leaders across all regions
2 Extreme weather > Results of this latest survey show the
perceived importance of environmental risks

o ) taking the top 3 places and totaling five out of
3 Biodiversity loss ten of the most severe risks. Three societal

risks were felt acutely by respondents, thus
rising to represent the second most important
risk category

> Economic and geopolitical risks rank below the

Social cohesion erosion

Livelihood crises most important environmental and societal
risks. There is no technological risk among the
. Infectious diseases ten most severe risks
Decreasing
Seve"ty 7 Human environmental damage In the foIIowm_g, our focus_ stems frorr_l a wider
governance risk perspective concerning the

_ environment and geopolitical risks — and their
8 Natural resource crises nexus. Present and future societal challenges
and risks, such as infectious diseases, as well

as economic challenges, such as the debt

@ Environmental :
Sociatal Debt crises crisis, have been investigated in their context in
ocieta Megatrends 1 and 2, and Megatrend 4
Economic 1 O Geoeconomic confrontation respectively
@ Geopolitical
1) According to the WEF Global Risk 2022; input for the 2022 report was sought in the autumn of 2021 BengDIaéF ' f.

Sources: WEF; Roland Berger
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Top three risks analysis: Climate action failure would come at a high cost,
potentially resulting in double digit economic losses ...

Mid-century GDP changes with different temperature rises and economic impact severity, relative
to a no-climate change world" [%]

Paris target The likely range of global temperature ga

World -4.2% -11.0% -13.9% -18.1%
North America -3.1% -6.9% -7.4% -9.5%
South America -4.1% -10.8% -13.0% -17.0%
Europe -2.8% -1.7% -8.0% -10.5%
Middle East & Africa -4.7% -14.0% -21.5% -27.6%
Asia -5.5% -14.9% -20.4% -26.5%
Oceania -4.3% -11.2% -12.3% -16.3%

1) Temperature increases from pre-industrial time to mid-century (2048). Data show values for the upper border of the simulation range, i.e. for severe outcomes of tail risk parameters ((un)known }
unknowns) et

Bergerl )
Sources: Swiss Re, Roland Berger



Politics & ... While the development of extreme weather events - the subsequent top
Governance

risk and closely related to climate change - shows one very clear direction

Weather and climate disasters in the US where overall damages/costs reached or exceeded USD 1 bn

Average number of events p.a. Average cost p.a. [USD bn] Average number of deaths p.a.
20.0 145.0 688
522
12.3 87.3
305 309
99.7 2o/
6.3
55
29.3
2.9 19.0
1980s 1990s 2000s 2010s 2021 1980s 1990s 2000s 2010s 2021 1980s 1990s 2000s 2010s 2021

Roland y
Bergerl )
Sources: National Centers for Environmental Information; Roland Berger
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Geopolitics &
Global Risks

Much is at stake if biodiversity continues to diminish — Intact ecosystems
deliver values worth billions or trillions of dollars per annum

Monetary values p.a. for biodiversity and ecosystem services, by

biome [int. USD/ha, 2007 prices]

Provis!oning Hab_itat Regul_ating Cultgral
services services services services
Marine 3 102 ” 5 F 65 319
Coral reefs 55,724 h 16,210 ] 171,478 108,837
Coastal systems 7 2,396 h 875 725,847 300
Coastal wetlands 2,998 17,;38 571,515 2,193
Inland wetlands E: 1,(;597 7274; 17:3.67 4,203
Fresh water 7771,914 0 | 187 2,166
Tropical forest 1,828 - 39 2,529 t 867
Temperate forest 671 862 491 '3 990
Woodlands 253 iB277 51 7
Grasslands 1,305 1,214 : 159 1937

1) United Nation/SEEA: System of environmental and economic accounting
Sources: OECD; Markandya; de Groot; Costanza; SEEA; Roland Berger

Total economic
value

491

352,249

28,917

193,845

25,682

4,267

5,264

3,013

1,588

2,871

> High levels of biodiversity and intact ecosystems
provide indispensable beneficial services at
local, regional and global level, thus providing
food and habitats, help mitigate climate change
and pollution, and provide cultural and
recreational services

> The global economic value of biodiversity and
ecosystem services is estimated to be more than
1.5 times the global GDP

> Such estimates are uncertain (as are those for
single biomes or services), but they highlight the
sheer scale of the economic value derived from
biodiversity and ecosystem services

> There are two main reasons why biodiversity and
ecosystem services are undervalued in political
and business decisions, economic accounts and
market prices at present. First, decision makers
lack knowledge about the interactions between
economies and ecosystems. Second, most of the
ecosystem services are not priced into the market
because they are public goods

> In order to help provide a full picture of
biodiversity's connection to the economy to
better support incoming COP global biodiversity
policies and targets currently under debate, a
universal, comprehensive (and Al-supported)
natural capital accounting framework
(UN/SEEA") has been created. By 2020, 90
countries have compiled SEEA accounts with
further progress to be reported in spring 2022

Roland
Berger
D



Politics & For politics and governance, the last of the top 10 most severe global risks
Governance is by no means of least importance — Geoeconomic confrontations abound

Examples of ongoing geo-economic confrontations

Conflict parties Cause(s) Measures

US - China The Trump administration accused China for "unfair Raising tariffs for Chinese exports to the US, other trade
trade practices" and theft of intellectual property barriers

Western countries — Russia Russian annexation of Crimea and the destabilation Economic sanctions
of Ukraine

Western countries - Iran Iran nuclear program Economic sanctions

(Most) UN countries — North Korea  North Korean nuclear program Economic sanctions

China - Australia Australia's foreign interference laws to address China suspended import licenses of major Australian
perceived concerns about China's Huawei; beef producers, instructed some power plants and steel
Australia's call for an independent investigation into mills to stop buying Australian coal, and imposed
the origins of the COVID-19 pandemic punitive tariffs on barley and wine

China - Lithuania Opening of a representative office by Taiwan in China has compelled multinationals to sever ties with
Vilnius Lithuania or face exclusion from its market

A globalized economy has led to a globalization of economic confrontations, but there are also considerable economic
confrontations and tensions between neighboring countries due to resource conflicts concerning disputed territories or shared
resources. A major example for the latter is the multi-dimensional conflict regarding water as this resource and its supply is an
essential staple for humans, animals and plantlife, for agriculture as well as for energy generation

Roland y
Berger| )
Sources: Press research; Roland Berger
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Nile dam conflict: Status of dispute and issues

Egypt's water emergency
Available water amount per capita/year

1000 m? per capita/year?

Y

1960 2019

500 m3 per capita/year?

®

2025

Possible impact of the Grand
Ethiopian Renaissance Dam

25%  30%

reduction of the Nile reduction of the
water flow to Egypt energy production of
within a 5-7 years filling the Aswan High Dam
period of the reservoir (same period)

1) Eleven countries arAe-zif?ec-ted bAy-t-h‘e Nilé dispute: The Nile River riparian states are Burundi, Democratic Republic of Congo, Egypt, Eritrea,
Ethiopia, Kenya, Rwanda, South Sudan, Sudan (Republic of), Tanzania, and Uganda; 2) According to UN

Transboundary resource conflicts create geoeconomic and geopolitical
challenges for governments — Confrontations affect many nations

> Two closely linked risks for the decade ahead have
been identified as geo-economic confrontation
closely followed by geo-political resource
contestation

> With the advent of global warming, water is an
increasingly precious far-reaching resource, for
humanity as well as for sectors of the economy
including renewable energy generation; it is a
contentious governance issue — and it has the
potential to be weaponized

> In the case of transboundary water disputes,
such as in the example of the long-standing Nile
dam conflict, all dimensions are intertwined:
Tensions among Egypt, Sudan, and Ethiopia over
the Grand Ethiopian Renaissance Dam (GERD) on
the Blue Nile have escalated; Ethiopia started to fill
the GERD’s reservoir, ignoring Egypt’s mandate
that the dam not be filled without a legally binding
agreement over the equitable allocation of the
Nile’s waters. Egypt has escalated its call to the
international community to get involved, and the
US has threatened to withhold development aid to
Ethiopia if the conflict is not resolved

> In total, 11 riparian states"), home to 250 million
people, are affected by the dispute and the lack of
framework for water allocation - jeopardizing the
stability, health and future growth of the region

> The GERD dispute is a prime example for the
close nexus of transboundary conflict
management and resource sustainability

Roland
Berger
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Leaders in the biggest economies see different risks as most important for

2022 and 2023

Five most important risks for 2022 and 2023 by countries") 5
1 2 3 4 5

us gﬁ;gtei%%%;%ims in eDgct))rtlocrﬂ?:ss in large Employment and livelihood crises

china (VRN ee e o™ feciousdseses | | SOPSETKSL
o G
Germany [HIGEICEWNTLREIT:MN | Erosion of social cohesion Eggrt] gr::'ls:: in large :Lallﬁf;;ﬁoc:ér;t:{rs;f;glgelgggsz eieO-

ok TR Donreeeiniose Fongateconomc feaiousdsease
DR oot BRI .
o IR

Extreme weather
events

Prolonged economic

Japan stagnation

Climate action failure

Italy Debt crises in large Geopolitization of

strategic resources

Digital inequality

. : 3 Extreme weather . .
Canada economies Climate action failure livelihood crises Infectious diseases
South Asset bubble bursts in | Employment and livelihood Debt crises in large Human-made environmental
Korea large economies crises/Infectious diseases " economies damage

Geopolitization of strategic
resources

economies

Debt crises in large Employment and

Failure to stabilize price Employment and
trajectoriers livelihood crises

: Prolonged economic Employment and livelihood | =~ . Human-made Geopolitization of strategic
Brazil stagnation crises e ety environmental damage [reésources

Economic @ Environmental @ Geopolitical Societal @ Technological

Russia Interstate conflict Infectious diseases Severe commodity shocks

1) Twelve countries with the biggest GDP in 2021; 2) Survey undertaken May - September 2021
Sources: WEF; Roland Berger

For the World Economic

Forum's Executive Opinion
Survey? over 12,000 respondents
from 124 economies were asked to
assess the most pressing issues
for the next two years in their
country

Within this time frame, national
perceptions of critical risks vary
substantially from country to
country, giving informative insights
into what constitutes a top local
concern — and what doesn’t

The mixed picture shows a
divergent sense of urgency:
"Climate Action Failure" -
otherwise the number 1 long term
risk overall — ranks 2nd as a near-
term risk in the US - but is absent
in the top 5 in China (like in some
other major countries, e.g. India,
Russia, Brazil, Japan and South
Korea). China and the US are the
world’s largest CO, emitters;
however, both are near equally
worried about potential fallouts
stemming from asset bubbles

Roland y
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Politics & International risk mitigation efforts show a mixed picture — Progress is felt
Bl in areas of trade, crime, financial stability, and military issues

State of international risk mitigation efforts, selected areas, 20227 | 5 governance achievements versus areas of
continued risk mitigation challenges cover a wide

Trade facilitation 22% B 2% spectrum: According to the WEF panelists -

_ _ assessing 15 global governance areas - five
International crime 26% 4% areas of achievements in governance are
Financial system stability 27% identif_ied as comparat_iyely eff_ective qnd

established: Trade facilitation, international
Weapons of mass destruction 27% crime, financial system stability, natural disaster

relief, and governance of WMD?

' i i ? 9 ” .
Physical conflict resolution SR - > However, opportunities to increase efforts are
Natural disaster relief 36% emerging more notably in areas of artificial
o intelligence, space exploration, and cross-
Human health crisis 4% 43% 4% border cyberattacks and misinformation
Basic resources security 3% 49% management as well as prominent
environmental issues - in these areas,
Poverty alleviation 2% 49% governance efforts are felt to fall notably short
Migration & refugees 39 50% > The very nature of_ thgse issues — not least in.
terms of scale, ubiquity and outcomes - requires
gﬁigﬁf‘z’rﬁn’igggﬁerattaCks 2% 59% stronger global governance and more effective
o international risk mitigation and cooperation
Space exploitation 3% 59% efforts since global and emergent challenges
Climate change mitigation 2% 68% cannot be solved by national governments alone
- _ > The international community of policy experts
Biodiversity preservation 2% 67% and standard setters — including the relevant
Artificial intelligence 1% 70% business sectors and other stakeholders - is

tasked to support and strengthen such areas

Il Erfective [ Established Early development [l Not started though jOInt gOOd GUtEE N efforts

1) Based on Global Risks Perception survey; 800+ respondents from business and non-business sectors assessed international
efforts in 15 global governance areas 2) WMD: weapons of mass destruction BerB'é"F | )

Sources: WEF; Roland Berger
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Future of
Democracy

2

Governance
Challenges

,; ] Geopolitics &
Global Risks

Set up your governance structures to ensure compliance and become
involved in standard-setting institutions and bodies early on

Actions recommended for companies across all sectors to proactively steer their future

Local and national parameters concerning the quality of governance impact the ease of doing business in a
specific market. Therefore, a clear understanding of local and national governance has always been part of
prudent investment decisions. Recent developments on both national (rise of populism and autocracies) and
geopolitical (trade conflict between the US and China) levels indicate that careful, continued due diligence of the
local and national governance of a company's (future) locations are key to safeguard business interests

Companies are facing increased public scrutiny over working conditions, what countries they are active in, and
whether their suppliers keep up set standards. To avoid reputational damage and to minimize any risk of losing
customers, companies must understand how to define structures, rules and processes to balance expected
levels of oversight in one market with regulatory compliance in another. They should avoid virtual signaling and
"political greenwashing" and be consistent in what they are saying and what they are doing

Companies do not only have to comply with legal regulation but also with so-called "soft law", i.e. industry
standards, codes of conduct, and self-regulatory guidelines. Many of these originate from companies' formal
involvement in industry associations and business forums. Therefore, it is important for companies to contribute
to such bodies, to ensure representation and "business voice" — a point particularly valid in areas where
standards are either just emerging or notably evolving

Source: Roland Berger
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Berger 1)



Politics &
Governance

Future of
Democracy

2

Governance
Challenges

,; ] Geopolitics &
Global Risks

Embrace global risks by understanding their business nexus, increase
corporate robustness and resilience for best opportunities

Actions recommended for companies across all sectors to proactively steer their future

No company can ignore global risks such as climate change, infectious diseases or geoeconomic confrontations,
nor their impact on business operations. To be aware is to prepare: Awareness must be augmented by strategic
anticipation. Understanding your business-risk nexus in earnest starts with a continuous monitoring of current
and emergent risks combined with a clear strategy how to act and counteract developing risks

Enhanced risk handling capabilities bring robustness and pave the way to future resilience. They comprise every
aspect of your business: Purpose, culture and strategy, processes and organizational dynamics, leadership and
talents, finance and investments, ecosystems and networks, technology and data. Robust companies can react to
the here and now by aiming to maximize their options while minimizing weaknesses. Such companies are less
obsessed about structures, instead focus on underlying principles of adaptability that allow for organizational
change. They create a balance between stability and boldness across business functions, building in flexibility to
reflect changes in the business environment and competition

For entrepreneurs risks are opportunities. The risk of climate change failure is a chance to make efforts
mitigating climate change a success. There are huge business opportunities, not only in sectors directly linked to
sustainability like renewable energies, but in every sector — as all businesses will need to adapt and transform to
contribute to climate neutrality

Source: Roland Berger

Roland y
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Megatrend "Politics and Governance"

O > University of Gothenburg V-Dem Institute: Autocratization Turns Viral - Democracy Report 2021. hitps://www.v-dem.net/democracy reports.himl

> University of Cambridge Bennett Institute: Global Satisfaction with Democracy 2020 hitps://www.bennettinstitute.cam.ac.uk/publications/global-satisfaction-
democracy-report-2020/ and Youth and Satisfaction with Democracy: Reversing the Democratic Disconnect?
https://www.bennettinstitute.cam.ac.uk/publications/youth-and-satisfaction-democracy/

> Pew Research Center: Global Attitudes Survey, Spring 2021. https://www.pewresearch.org/global/2021/10/21/citizens-in-advanced-economies-want-significant-
changes-to-their-political-systems/

> World Bank: Worldwide Governance Indicators. https://databank.worldbank.org/source/worldwide-governance-indicators

> International IDEA: State of democracy, voter turnout, voting age population database. hitps://www.idea.int/data-tools/

> UN: E-Government Survey 2020. https://www.un.org/development/desa/publications/publication/2020-united-nations-e-government-survey

> European Commission: Digital Economy and Society Index. https:/digital-strategy.ec.europa.eu/en/policies/desi

> Sachs et al.: The Decade of Action for the Sustainable Development Goals: Sustainable Development Report 2021. htips://dashboards.sdgindex.org/

> UNCTAD: Digital Economy Report 2021. https://unctad.org/webflyer/digital-economy-report-2021
> OECD: Al Policy Observatory. https://oecd.ai/en/
> OECD: Overseas Development Aid (ODA) database. hiips://data.oecd.oro/oda/net-oda.htm

> Council on Foreign Relations: Global Conflict Tracker https://www.cfr.org/global-conflict-tracker/ and Cyber Operations Tracker. https://www.cfr.org/cyber-
operations/

> UK Government / Ministry of Defence: Global Strategic Trends 2050. https://www.gov.uk/government/publications/global-strategic-trends

> World Economic Forum: Global Risks Report 2022. https://www.weforum.org/reports/global-risks-report-2022

> Swiss Re: The economics of climate change: No action not an option. https://www.swissre.com/institute/research/topics-and-risk-dialogues/climate-and-natural-
catastrophe-risk/expertise-publication-economics-of-climate-change.html
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