Are regional supply chains overtaking global ones? Dr. Saad Mohsen Naji explores
how multinational companies faced disruptions due to the pandemic and geopolitical
conflicts, prompting a reevaluation of global value chains (GVCs). Economic data
doesn't strongly support increased regionalization yet, but certain sectors may shift
towards regional focus. Economists suggest that decarbonization goals could be
advanced through transitioning from globalization to regionalism. The OECD defines
regional restructuring as relocating activities closer to home, driven by diversification
strategies and external crises. Companies seek diversified production strategies
amidst changing global dynamics, emphasizing the need to fortify supply chains
post-pandemic and conflict.

Are regional supply chains replacing global ones? Consequently, supply chains must
adapt to consumer demands, now a dominant force in manufacturing. Customization,
proximity, and flexibility in production have heightened logistical costs, especially
with sustainability standards and the imperative to improve working conditions and
reduce carbon footprints, aligning with climates summit objectives.

Advancements in technology, particularly robotics, are enhancing the appeal of
regional value chains. McKinsey experts anticipate that automation, artificial
intelligence, and additive manufacturing could decrease global trade in goods by up
to 10% by 2030. However, they suggest reimagining globalization rather than
abandoning it, stressing the necessity of continued global cooperation.

Experts estimate that a significant portion of global GDP, ranging from 10 to 40
percent, relies on connectivity within the current global supply chain. Solving complex
global issues like climate change, health, and security requires collaboration, not
isolation. Looking ahead to 2050, Europe and China could lose 120 million workers
from their labor forces, emphasizing the importance of cooperation and investment,
particularly in India and Africa.

Furthermore, industrial labor costs have risen in China, Mexico, and Vietnam but
remain substantially lower than in the United States.

Several examples highlight the significance of global interconnectivity in the current
supply chain, with experts suggesting that 10 to 40 percent of global GDP relies on
this connectivity. Furthermore, addressing complex global challenges such as climate
change, health, security, and innovation necessitates collaboration rather than
isolation.

Looking ahead to 2050, Europe and China are projected to lose 120 million workers
from their labor forces, underscoring the need for cooperation and investment,
particularly in India and Africa. Despite a rise in industrial labor costs in countries like
China, Mexico, and Vietnam, they remain substantially lower than in the United
States.



National security concerns regarding the supply of strategic goods, particularly in
technology and healthcare, are vital considerations. This ongoing debate reflects a
new blend of globalization and regionalism in supply chain configurations,
highlighting the altered landscape post-pandemic and conflict.



