APCGP Comparative Study of the BRICS Countries in the World Economy
Learning Objectives

· Define the meaning of the term BRICS and state why it has been adopted into common usage.

· Explain the demographic challenge facing China and Russia.

· Narrate a description of the economic reforms in each BRICS economy.

· Compare and contrast the transition from socialism to capitalism in China and Russia.

· Discuss three challenges confronting the world economy as the BRICS countries become more integrated into international trade and investment flows.

· Analyze four unresolved issues for the BRICS countries.

Abbreviations
G7/8 Group of Seven/Eight: Canada, France, Germany, Italy, Japan, United Kingdom, United States, 
(G7), including Russia (G8). 
G20 Group of Twenty: Argentina, Australia, Brazil, Canada, China, France, Germany, India, Indonesia, Italy, Japan, Mexico, Russia, Saudi Arabia, South Africa, South Korea, Turkey, United Kingdom, United States and the European Union. 
GDP  
Gross Domestic Product 
GNI 
Gross National Income 
HLF 
High Level Forum on Aid Effectiveness 
IAPD  
Indian Agency for Partnership in Development 
IBSA 
India, Brazil and South Africa 
ICFD 
International Conference on Financing for Development  
IMF 
International Monetary Fund 
LIC 
Low Income Country (World Bank definition) 
MDG 
Millennium Development Goal 
MIC 
Middle Income Country (World Bank definition) 
NEPAD  New Partnership for Africa's Development 
ODA 
Official Development Assistance 
OECD Organization for Economic Co-operation and Development

PD 
Paris Declaration 
PPP 
Purchasing Power Parity 
SAARC  South Asian Association for Regional Cooperation 
SADC  Southern African Development Community 
SADPA  South African Development Partnership Agency 
SSA 
Sub Saharan Africa 
SSC 
South-South-Cooperation UN United Nations 
UNDP United Nations Development Programme 
USD 
US-Dollar 
WP-EFF Working Party on Aid Effectiveness 
WTO 
World Trade Organization 
BRICS: FROM DEVELOPING COUNTRIES TO EMERGING ECONOMIES 

Within the last 10 years, BRIC have consolidated and even further expanded their strong position in the world economy. Figure 1 features BRIC’s participation in global Gross National Income (GNI – in Purchasing Power Parity / PPP) and shows that especially China but also India and other MICs are and further will be expanding their share – at the expense of OECD (Organization for Economic Cooperation and Development) countries. Brazil remains stable whereas Russia’s share is supposed to decline in the future. By 2015, MICs and BRIC are expected to produce more than 50 % of global income. 

During their rise, BRIC remained stable and intensified economic cooperation linkages with other development countries. Among the group of emerging economies, BRIC are playing a crucial, if not systemic, role in global economy. Three main aspects are underlining the relevance of BRIC as protagonists in development cooperation: 

1. The outstanding size of their economies, 

2. strong growth rates, leading to increasing significance in world economy, and 

3. the demand for a stronger political voice in international governance structures, which corresponds to their economic status (cf. O’Neill 2001, Orgaz et.al. 2011). 

A number of other emerging economies are revealing one or two of these characteristics. In this context, Goldman Sachs has identified the “next eleven” (Bangladesh, Egypt, Indonesia, Iran, Korea, Mexico, Nigeria, Pakistan, Philippines, Turkey and Vietnam), who have improved their position in world economy in a similar way (Wilson/Stupnytska 2007). But unlike BRIC, these countries are not meeting all three above mentioned conditions.

Although South Africa was now accepted to form part of the group, it does not meet all the characteristics mentioned above, as its economy is much smaller than that of the other four countries. Its GDP is only a third of Brazil’s or Russia’s GDP and a much smaller fraction of China’s or India’s GDP. Nonetheless, South Africa is Africa’s leading economy and has become one of the most important political actors on the continent. It is one of the few African countries ranked as an upper-middle income country and is the only African nation with a G20 seat. The country also enjoys relative political stability, having held four successful free elections since the end of apartheid. South Africa lobbied for several years to be allowed to join the BRIC group, before it was officially invited to join the hereafter designated BRICS
The quest for higher representation and political say in global governance might be the most important aspect highlighting the relevance of the BRICS group (Keukeleire et al. 2011: 16ff). During their first meeting, a joint statement was adopted, in which they called for a more democratic and multi-polar world order based on cooperation, coordinated action and collective decision-making of all states. Considering the political dimension, some analysts are interpreting the emergence of BRICS in a neorealistic way, assuming that BRICS want to challenge and counterbalance US (and western) hegemony (Leal-Arcas 2008: 236 f.; Skak 2011: 4 f.). Yet, the coherence of BRICS is undermined by a number of aspects (cf. chapter 3.4). One also has to keep in mind, that BRICS are actually winners of the globalisation process of the last decade (on average GDP) and are opting for participation and influence in – rather than opposition to – multilateral economic and political institutions (G20, IMF, World Bank, World Trade Organization / WTO) (Skak 2011: 14/16). There are mutual economic interests and interdependencies among BRICS, the US and the EU. Thus, their political strategy is targeting multilateral negotiation and cooperation rather than confrontation and power politics.
As a consequence of respective trade in goods and services, capital flows and foreign direct investment (FDI), the focal point of global economic dynamics might be shifting slowly from OECD-countries to the BRICS in coming years. Next to other emerging economies like Saudi Arabia or Venezuela, BRICS are also becoming more important as donors in the international financial architecture. However, there are significant differences in dimension and orientation of development cooperation among BRICS correlating to differences in growth intensity, economic and trade structures, degree of market liberalisation, per-capita-income as well as history and tradition of SSC.
Naturally, some BRICS try to strengthen their own positions and national interests through SSC. In their endeavour for more political say in global governance, BRICS claim to speak on behalf of the “global south” in a number of topics. This eventually leads to tension among emerging economies and is also causing scepticism in developing countries. Some countries of the “next eleven” are questioning the gain in power of BRICS, also because they are hoping to play a bigger part in international organizations themselves. In that respect, also other emerging economies are implementing SSC according to BRICSpatterns. 

BRICS are not among the most prosperous countries according to per capita income. India has only recently moved from LIC to MIC status and all BRICS are facing serious disparity and poverty challenges themselves. However, through their strong economic dynamics as well as territorial and demographic dimensions BRICS are influencing global economic development to a great extent. Reflecting their increasing relevance, BRICS have started to constitute a strategic alliance with institutionalized meetings on ministerial and presidential level. Although a primary objective is to gain influence in institutions of global governance, their strategy is based on multilateral soft balancing and SSC. This has considerable impact on the international aid-architecture and needs to be taken seriously in EU development policies.
