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[bookmark: _Toc103664878]Executive Summary 

The World Economic Forum's World Risk Report explains some of the challenges that nations may face in the future, as well as their solutions. The global economy has entered a period of low growth and investment, characterised by rapidly normalising monetary regulations and rising inflation due to impacts of COVID-19, the Ukraine conflict, and other factors. The report demonstrates that climate and environmental threats dominate global threat perceptions. As economic constraints erode the middle class, the resulting social discontent and political unrest will not be limited to developing economies. The end of the low-interest-rate period can have enormous ramifications, and the likelihood of a polycrisis has increased due to concurrent shocks. The report demonstrates that a more robust industrial policy and greater government involvement would primarily target the technology sector, as several sectors have undergone rapid and extensive digitalization in response to the COVID-19 epidemic. Individuals may face additional threats in the coming years as ongoing, concurrent crises entrench fundamental changes in the financial and geopolitical environments. Nations face challenges due to progressive environmental changes that can be addressed through a variety of measures. The global economy could contract by 2.3% by 2024 because of rising product prices, inflation, and debt. Environmental, social, and governance (ESG) investigations should be carried out by global administrations.      
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[bookmark: _Toc1434274874]1.1 Introduction
Report into

This paper will examine the World Economic Forum's annual risk report (2023) and its implications for global efforts towards sustainable development. It considers the risk outlook for the next two years, as well as the impact of these risks on global efforts towards sustainable development. The report will assess the risks identified by the WEF and suggest ways forward.

[bookmark: _Toc1811287234]1.2 World Economic Forum 

The World Economic Forum (WEF), founded in 1971 by German engineer Klaus Schwab, and is concerned with political, environmental, social, and economic issues. The annual report delves into high-level threats and emerging issues, preparing governments for future challenges and allowing for innovation in remedial and preventative measures.
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[bookmark: _Toc214670363]2.1 Risk Outlook

The World Economic Forum's report highlights the top ten global risks for the foreseeable future, including biodiversity loss and ecosystem disintegration. Other risks include geoeconomic mitigation, social cohesion erosion, societal polarization, cyber insecurity, cybercrime, and involuntary displacement (Adams et al., 2022 World Economic Forum, 2023). The report outlines potential solutions for future challenges and highlights the need for nations to adapt and mitigate these risks (World Economic Forum, 2023).

The global economy is experiencing low growth and investment due to COVID-19 and the ongoing conflict in Ukraine. This has led to rising inflation and normalizing monetary regulations, central banks may face inflation rates over the next two years (World Economic Forum, 2023). The World Bank's Commodity Markets Outlook, (2023) predicts a percentage point decrease in growth in the coming year. The cost-of-living crisis can be attributed to increased prices for everyday necessities, causing a decline in disposable incomes (Harari et al., 2022; Neal & Webster, 2022, pp. 475-476). Furthermore, the authors note the Ukraine war altered global trade, production, and consumption patterns, and predict that prices will continue at historically high levels until the end of 2024; adding to the unprecedented wave of hunger, destitution, and social and economic chaos. Ecological and social catastrophes are expected to define the coming decade, driven by broader geopolitical and economic shifts (United Nations, 2023). Climate change is the greatest health threat facing humanity, and experts see the living cost catastrophe as the most significant worldwide danger over the next two years (World Health Organization, 2021).



The economy is vulnerable to setbacks due to a mismatch between finance and fiscal regulations, causing liquidity shocks and a prolonged global economic slump (European Central Bank, 2023). Stagflation, combined with large public debt, could have severe social and economic consequences. Nations may face severe debt distress in the coming decade due to global economic fragmentation, geopolitical tensions, and difficult restructuring (European Central Bank, 2023) See Figure 1.
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Figure 1. An illustration of the overview of financial stability vulnerabilities (European Central Bank, 2023).



Even if some countries have weaker financial landings, the end of the period of low interest rates can have enormous ramifications for administrations, firms, and people (Watson et al., 2023). These ripple effects may exacerbate poverty, induce violent demonstrations, hunger, political unrest, and national collapse may disproportionately affect vulnerable members of society and already unstable nations (Marmot, 2022, p. 379; Johnstone & Lonnie, 2023, pp. 1461-1462; Lacobucci, 2023, p. 380). Economic pressures can erode gains made by middle-income households, such an environment can breed widespread discontent, political polarisation, causing the WEF to call for stronger social safeguarding (World Economic Forum, 2023). For as long as the economic downturn remains, a less stable geopolitical environment persists; calling for policymakers to strike a balance between protecting people from a prolonged living cost catastrophe, while avoiding price increases and meeting debt-servicing obligations (World Economic Forum, 2023). As a result, nations may enter a new economic period marked by growing disparities between the developed and developing worlds and the first reversal in human progress in decades (World Economic Forum, 2023).




[bookmark: _Toc1798266387]2.2 Impact on Sustainable Development

The global crisis could have a variety of effects on global practices for long-term growth, the report shows that climate and environmental threats dominate global risk perceptions. The lack of meaningful, co-ordinated development of climate action objectives has revealed a gap between what appears to be technologically required to achieve net zero and what is politically feasible. The rate of mitigation efforts can be slowed by increasing demands on private and public sector assets from other catastrophes over the following two years (World Economic Forum, 2023; Zhou et al., 2023). Over the next two years, administrations may make insufficient adaptations to support future generations that are impacted by climate change (Abate, 2019; Zhenmin & Espinosa, 2019, pp. 494-496: Heath, 2021).

Natural ecosystems' importance in the world's financial system, and overall planetary health pressures, may grow as current crises divert resources away from climate threats looming in the medium to longer term (Redvers et al., 2020; David et al., 2021, pp. 1141-1154; Marques et al., 2021, pp. 238-243). Natural resource depletion and climate change are inextricably linked, with the consequences of one failing affecting the other (Zaman et al., 2017, pp. 638-648; Barchielli et al., 2022). The interaction of climate change consequences, declining biodiversity, food shortages, and natural resource utilisation exacerbates ecosystem collapse, threatening food supplies, and job opportunities in climate-vulnerable countries (Weiskopf et al., 2020, p. 733; Nguyen et al., 2023). The condition also intensifies the consequences of natural disasters and stymies further progress on climate mitigation (Phillips et al., 2015, pp. 60-68; Chen et al., 2020; Sloggy et al., 2021, p. 25).

The crisis affects many people and economies globally. The developed world, historically vulnerable groups, and weak governments are all becoming increasingly unstable (Rocha et al., 2021; Li & Marquez, 2023, p. 59). A global cost-of-living disaster is now being felt, exacerbated by the most serious concerns predicted to strike in 2023, such as a food supply crisis, an energy supply crisis, and rising inflation (Health, 2022; Singh & Uthayakumar-Cumarasamy, 2022; Partington, 2023; World Economic Forum, 2023). Wealthier countries have helped to mitigate the impact, but many developing countries are dealing with debt, climate change, and food insecurity in parallel (Workie et al., 2020; Action Aid, 2023; Barclays, 2023; Lutz, 2023). Because of on-going supply-side constraints, the current cost-of-living crisis appears to be escalating into a larger humanitarian disaster for several import-dependent economies over the next two years (Kohrt, 2019; Coskun Ozer, 2022; Mahase, 2022; Marmot et al., 2022). The real issue is that the world is heading towards a scenario of continued population growth, forcing us to return to Malthusian arguments of unsustainable growth (Montano & García-López)

As economic constraints erode the middle class, social discontent and political unrest is predicted to spread beyond developing economies (Ocampo, 2019; Bowen et al., 2020). Rising public outrage over human growth losses, declining socio-economic mobility, and a growing disparity in values and equality put political systems around the world in jeopardy (Da Silva et al., pp. 254-258; Erickson & Waverman, 2019). These issues are noted within Malthusian theory, which notes that when population growth outpaces economic growth and productivity, socioeconomic development suffers (Lu et al., 2021, pp. 2071-2098). Further alliance fragmentation and an increase in instability may result from the selection of fewer conservative leaders and political division among economic superpowers over the next two years (Mansell & Steinmueller, 2020; Cheng, 2022). 

People's ability to weather the next global crisis appears to be dwindling because of insufficient public-sector support and competing security priorities (Sergi et al., 2018; Algooti, 2020, pp. 14-25). In the coming decade, fewer countries will be able to invest in green technology, education, healthcare, and economic development (Zafar et al., 2020; Hepburn et al., 2021; Ahmed et al., 2022, pp. 1417-1440; Zhang et al., 2022; Zhou et al., 2023). Although the gradual deterioration of public facilities and amenities in both emerging and developed countries may appear innocuous at first glance, the cumulative effects will be harmful to both human capital and development resilience. The resources act as a vital buffer against other global threats (World Economic Forum, 2023).




Concurrent shocks, profoundly interconnected hazards, and deteriorating resilience have increased the likelihood of polycrisis (Kinski, 2023). When several crises intersect, the combined effect is greater than the sum of their individual effects (Lawrence et al., 2022) The long-term consequences of deteriorating geopolitical co-operation extend across the global hazards landscape, potentially leading to a polycrisis of interconnected socio-economic, environmental, and geopolitical risks related to the availability and demand for Earth's resources (Fig,2)
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Fig  2, a graphical display of policrisis and staglafation (Rule, 2022)

(Onsager, 2020; Hongyi Wang, 2022, pp. 149-174). The World Economic Forum (2023) report outlines four possible futures; centred on water, metals, food, and mineral scarcity. These range from water conflicts and famines to continued excessive natural resource utilisation and an increase in climate adaptation and mitigation efforts. Comparable foresight exercises, on the other hand, may aid in anticipating potential links, focusing preparation efforts on reducing the polycrisis extent and breadth before it occurs (Dickson, 2023, pp. 786-791). Given the uncertainty surrounding the interconnections between global hazards, this consideration may be necessary. 


The report highlights the importance of stronger industrial policy and government involvement in the technology sector, with rapid progress artificial intelligence (AI), quantum computation (QC), and biotechnology (BT) in the next decade (World Economic Forum, 2023). Technology will continue to be a key component of economic growth, but if it cannot maintain production growth rates greater than population growth, the Malthusian scenario may occur. This could result in polarization between developed and developing worlds, increasing global inequality. Another possibility is a catastrophic population reduction, such as natural disasters, wars, epidemics, or resource scarcity. In areas with concentrated demographic growth, birth control policies may be implemented to address this situation. These technologies will help nations tackle issues like food insecurity, climate change, health risks, and medical shortages (Nishant et al., 2020; Zhai et al., 2020, pp. 6562-6587; Garrett et al., 2022, pp. 357-378). However, inequality and division may widen when some people are unable to participate, the downsides to these technologies include job turnover and false information spread (World Economic Forum, 2020; Nankervis et al., 2021).

Inadequate regulation makes populations more vulnerable to domestic dangers from rapidly developing and implementing emerging technologies (Gov.uk, 2023). Cybercrime threatens food, water, banking, public safety, transportation, energy, and communication networks (Akkucuk, 2022; Wynn, 2022). Even in tightly controlled democracies, threats to digital autonomy and privacy may weaken individuals' digital autonomy and entitlement (De Gregorio & Radu, 2020, pp. 68-87). Due to simultaneous financial and geopolitical crises, 80% of gross rating points (GRPs) respondents expect increased risk in the next two years, 50% expect a dismal future, and 20% expect low volatility and improved stability over the next decade (World Economic Forum, 2023). For a safer future, nations need to restore faith in multilateral systems and strengthen safeguards against long-standing threats (Enemark, 2017; Christmann, 2019, pp. 1-5). Exploiting interconnected global threats can boost risk reduction efforts (UNDRR, 2022). A worsening economic outlook requires administrations to make tougher compromises on societal, ecological, and safety issues, including climate mitigation and human capital development (World Economic Forum, 2023).



[bookmark: _Toc281211819]Chapter 3: World Economic Forum Assessment and Ways Forward 

Nations tend to experience challenges related to the progressive environmental modifications that diverse measures can address. More stress can persist on business supply channels’ reliability and access to natural assets if ecological degradation and severe weather occurrences continue to rise (Jinquan, 2022). Nations could anticipate similar market disruption, reduced investment prospects, and stranded assets with increased governmental and regulatory scrutiny over carbon-intensive sectors (Zhao et al., 2020). Multinational corporations could face a more diverse set of laws and regulations as nations shift to low-carbon economies at differing rates (Alsaifi, 2020, pp. 117-128). 

The report demonstrates that multinational and highly carbon-exposed businesses should expect more severe significant supply chain constraints, interruptions to labour, and production incidence resulting from a disorderly global shift (World Economic Forum, 2023). Key possibilities for those prepared to adapt early include; investments in carbon emissions mitigation, offsetting techniques, biodiversity conservation, energy from renewable sources, resource safety, and defences against natural catastrophes (Carmichael, 2019; Lam & Law, 2019, pp.60-69; Fernando et al., 2021; Hussain et al., 2022).


                      
Consumer expectations, as well as shareholder confidence, are discussed in the WEF report as being more linked to a company's readiness for climate change, particularly its ability to maximise net zero potential in the coming years (Rimita, 2019; Bingler et al., 2022). Access to finance will be more dependent on solid engagement with climate risks and ESG in such an environment (World Economic Forum, 2023). Fig 3, The WEF anticipates that the impact will grow as ESG governance-related monetary threat identification and reporting become standardised and subject to strict control.
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Figure 3, an illustration outlining ESG. (Market Business News, 2022)


                                            
                                                                                   
The global economy could contract by 2.3% by 2024 as a result of rising product prices, inflation, and debt (World Economic Forum, 2023). Because of the need to keep wages stable and people employed following a pandemic, much public and business debt exists (Rahman et al., 2019). Over the next two to five years, public spending may remain constrained due to rising global threats such as job insecurity, mental health deterioration, and social cohesion erosion (Amar & Pratama, 2019; Roth et al., 2022). As interest in ESG-based investment grows, positive spillover effects from establishing a shorter supply chain and more solid local connections may emerge (Liu et al., 2023, p. 387; kapa et al., 2023, pp. 763-775). According to Chiffoleau and Dourian and Samans and Nelson (2022), adopting a sustainable purchasing approach and engaging in ESG channels can help eliminate labour exploitation and human rights violations in the supply chain.       

The operation of the economy necessitates less reliance on carbon-intensive methods such as air freight and cargo (Wanniarachichi et al., 2023). In 2021, there was a clear shift in global resource allocation towards ethical and sustainable investments and enterprises (World Economic Forum, 2023). Integrating logistics due diligence into efforts to improve an organization's ESG standing can boost positive shareholder sentiment and attract more investors and funders (Cerchiaro et al., 2021). As investor awareness of the long-term dangers of global warming, biodiversity loss, labour exploitation, and human rights abuses in supply chains grows (Munir et al., 2020, p. 227; Yang et al., 2021, pp. 1573-1585), shortening supply chains may be an effective risk management technique.

Several sectors have undergone quick and extensive digitalization in response to the COVID-19 epidemic and the following lockdown measures over the last 18 months (World Economic Forum, 2023). Vulnerability to cyber security hazards increases as more economic and commercial activity moves online (World Economic Forum, 2023). The Report expresses worry that quantum technology may be able to crack encryption keys (Research anthology on advancements in quantum technology, 2021). The vice might lead to more serious and far-reaching attacks on massive technical systems, compromise people’s finances as individual information (Shakib et al., 2023).
 
The Australian Cyber Security Centre warns industries to be on the lookout for cyber-attacks because of the escalating situation in Ukraine (Katagiri, 2022; Dylan & Maguire, 2023, pp. 33-74). The WEF report emphasises the importance of horizon scanning and adapting to regulatory changes as disruptive cyberattacks can have serious financial ramifications (Eichensehr, 2022, pp. 145-149). Investing in digital infrastructure, moving data processing to countries with data privacy protection, and training in-house IT and cybersecurity personnel are all risk reduction techniques (Nespoli et al., 2021).

Global administrations must conduct thorough ESG investigations and risk evaluations to prevent uncontrolled risks in assets, projects, and acquisitions (Shaik & Rehman, 2023). Pre-emptive risk evaluation and management are essential, as environmental and transition climate hazards can jeopardize a company's value (Dong et al., 2021, p. 229; World Economic Forum, 2023). Clear ESG goals should be established and communicated to internal and external stakeholders, including ESG governance, regular risk assessment adoption, reporting, and communication procedures (Khan, 2019, pp. 103-123; Liao et al., 2023). Companies should actively participate in risk evaluation and prospect scanning, monitoring local, national, and international conditions for warning signs of heightened risk and adjusting business practices accordingly (Salmeron & Lopez, 2010, pp. 1941-1953; Clarke, 2019, pp. 410-422). Implementing an internal procedure to keep board and upper management informed of new adherence or regulatory issues is crucial.



[bookmark: _Toc1804151293]Conclusion

One of the global risks for the foreseeable future, according to the World Economic Forum's World Risk Report, is biodiversity loss and ecosystem disintegration. Because of global economic fragmentation, geopolitical tensions, and difficult restructuring, nations may face severe debt distress in the coming decade.  The global crisis could have a variety of effects on long-term growth practises, which shows that climate and environmental threats dominate global risk perceptions. The long-term consequences of deteriorating geopolitical cooperation extend across the global hazards landscape, potentially leading to a polycrisis of interconnected socioeconomic, environmental, and geopolitical risks related to Earth's resource availability and demand. 
 
The report also emphasises the significance of stronger industrial policies and government involvement in the technology sector, with rapid progress in (AI), (QC), and (BT) over the next decade. In such an environment, access to finance will be more dependent on active engagement with climate risks and ESG governance to control long-term risks.
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