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FOREWORD

VII BRICS Academic forum «Cooperation for growth,
security and prosperity», organized by National Committee on
BRICS Research as a part of a program of Russian Federation
chairmanship in BRICS took place in Four Seasons Hotel, Moscow on
22-23 May 2015.

Russian Foreign Minister Sergey Lavrov welcomed the Forum.
In his speech, the Minister underlined the contribution of the
expert community into developing of BRICS union. Deputy Foreign
Minister of the Russian Federation and Russia’s Sherpa in BRICS
Sergey Ryabkov, Chairman of the Committee for Foreign Affairs
in the Council of the Federation Konstantin Kosachev, Advisor
to the President of the Russian Federation Sergey Glaziev and
Executive Director of the Russian National Committee on BRICS
Research Georgy Toloraya made their presentations. The delegates
of BRICS countries representing national coordination centers,
as well as leading Russian experts, representatives of academic,
educational and civic society organizations numbering more than
200 took part in the Forum. The Forum was widely covered by
Russian and international press.

The agenda of the forum included such issues as building a
fair world order, rule of international law, peace and security, role
of international institutions, reform of the international financial
system and future of the BRICS-born institutions, social problems,
trade, strategy of economic partnership and sustainable inclusive
development.

The outcome of the VII BRICS Academic forum included:

¢ Finalization of the report “BRICS Long-Term strategy” for
the BRICS leaders’ summit in Ufa, Russian Federation.



e Adoption of recommendations to the summit of BRICS
leaders in Ufa, Russian Federation.!

e Announcement of a joint research prognostic project
“BRICS-2025: The Jubilee Goals”.

In October 2015, also in the framework of Russian Presidency
in BRICS, the National Committee on BRICS Research held
International Conference “GLOBAL COMMONS AND BRICS”.
Objectives of this conference were to engage in frank and open
discussion on ways of reinforcing BRICS role in the contemporary
international relations and their respective interests in exploitation
of the common international spaces (“GLOBAL COMMONS”). As
a result of this conference recommendations were presented to
relevant Russian and other BRICS authorities. Possible areas for
BRICS further cooperation were also identified.

This volume contains the proceedings of the VII BRICS
Academic forum and relevant documents. Selected presentations
of the International Conference “GLOBAL COMMONS AND
BRICS” are also included.

Special thanks to the leaders and staff, which made the VII
BRICS Academic forum possible, including, but not limited, the
national coordinators of five countries from BRICS Think Tank
Council (BTTC) — Renato Baumann (Brazil), HHS Viswanathan,
Samir Saran (India), Zhou Yuyun (China), Ari Sitas (South
Africa); Andrey Bokarev (Ministry of Finance of the Russian
Federation); Vadim Lukov, Alexander Lukashik (Ministry of
Foreign Affairs of the Russian Federation); Georgy Toloraya,
Lyana Viazovskaia, Victoria Panova, Valeria Gorbacheva, Svetlana
Afanasieva (National Committee on BRICS Research of Russia), etc.

Vyacheslav Nikonov

Chairman of the Board of the

National Committee on BRICS Research

Chairman of the State Duma Committee on Education
Chairman of the Board of the Russkiy Mir Foundation

I See Attachment.
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CHAPTER 1
BUILDING A FAIR WORLD ORDER

Building a Fair World Order: BRICS and the Rule of Law

Narnia Bohler-Muller!

Abstract

Inallthe BRIC/S Joint Statements and Declarations since 2009,
the member states have emphasised two interrelated positions:

e The centrality of the United Nations in International
Relations, with particular emphasis on multilateralism in decision
making; and

e The need for a democratic and just world order based on the
rule of international law, equality, mutual respect, cooperation,
coordinated action and collective decision-making of all states.

Although the wording differs slightly from Yekaterinburg
(2009) to Fortaleza (2014), this commitment to the centrality of
the UN and maintaining the rule of law has not wavered. What is,
however, somewhat of a paradox is that, despite this allegiance
expressed by the leaders of all five BRICS nations to the UN and
its agencies, there has simultaneously been a call for the reform of
institutions of global governance. This is the revisionist nature of
the BRICS agenda that seeks a fairer and more just world order
that balances forces of power.

This paper looks at traditional definitions of the rule of
law, where after some attempts will be made to unpack what
BRICS’ understanding is of the role of international law in global

! Human Sciences Research Council (HSRC)
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reform. As the group consolidates its position on the global stage,
it is necessary to re-think how decision-making occurs in bodies
such as the UNGA, UNSC, IMF, WB and WTO, and how the
governance systems and structures could be reformed to be fair,
just, equitable and democratic. It is also necessary to re-imagine
how the international rule of law could be interpreted in a way that
would strengthen any attempts at changing the way the world as
a whole cares for its citizens.

Introduction

The rule of law constitutes the legal principle that law should
govern, as opposed to arbitrary and inconsistent decisions by
government officials or nations. It primarily refers to the influence
and authority of law within particular societies, which serves
as a constraint upon the conduct of those in power, but it is also
applicable to the relationship between nations.!

Thus, the rule of law in the traditional sense implies that every
citizen (and non-citizen) living in a particular state is subject to the
law (and empowered by the law). In a constitutional democracy, the
legislature and executive are also bound by the law and the rule of
law. This system and practice stands in contrast to dictatorship, for
instance, where the rulers and rule-makers are held above the law.
However, lack of the rule of law can be found in democracies and
dictatorshipsalike, and this can happen because of neglect or ignorance
of the law; corruption; or the lack of an independent judiciary.

The focus in this paper will be on BRICS’ attitudes to the rule
of law in the international sense. There is, however, space to look
comparatively at the domestic laws of the five member states so as
to enable mutual learning in this important area, especially since the
rule of law contributes towards stability, both locally and globally.
This could form part of a comparative research agenda

In the sections below, Ilook at the various accepted definitions
of the (international) rule of law, and how this influences global
governance more broadly. An attempt is made to tease out how
the rule of law is understood by the BRICS grouping by analysing
what has been said by the Leaders at the various Summits.

1 See the United Nations definition of the rule of law at http://www.
unrol.org/article.aspx?article _id=3 (accessed on 20 June 2015).
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Some definitions

The Secretary-General of the United Nations defines the rule
of law as:

“...aprinciple of governance in which all persons, institutions
and entities, public and private, including the State itself, are
accountable to laws that are publicly promulgated, equally
enforced and independently adjudicated, and which are consistent
with international human rights norms and standards. It requires,
as well, measures to ensure adherence to the principles of
supremacy of law, equality before the law, accountability to the
law, fairness in the application of the law, separation of powers,
participation in decision-making, legal certainty, avoidance of
arbitrariness and procedural and legal transparency” (emphasis
added by author)?.

In addition, the UN General Assembly (UNGA) has included
the rule of law as an agenda item since 1992, and has adopted
Resolutions at its last three sessions on the rule of law. The UN
Security Council (UNSC) has also held a number of thematic
debates on the rule of law, and adopted Resolutions emphasizing
the importance of these issues in the context of:

® women;

e peace and security;

e children in armed conflict;

e protection of civilians in armed conflict.

On 30 November 2012, Resolution 67/1 was adopted by UNGA:
Declaration of the High-Level Meeting of the General Assembly on
the Rule of Law at the National and International Levels:

“We, Heads of State and Government, and heads of delegation
have gathered at United Nations Headquarters in New York on
24 September 2012 toreaffirm our commitment to the rule of law and
its fundamental importance for political dialogue and cooperation
among all States and for the further development of the three main
pillars upon which the United Nations is built: international peace
and security, human rights and development. We agree that our
collective response to the challenges and opportunities arising from
the many complex political, social and economic transformations

! See http://www.un.org/en/ruleoflaw/ (accessed on 20 June 2015).
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before us must be guided by the rule of law, as it is the foundation
of friendly and equitable relations between States and the basis on
which just and fair societies are built.”!

The World Justice Project, a non-profit organization committed
to advancing the rule of law around the world sees the rule of law
as a rules-based system in which the following four universal
principles are upheld:

1. The government and its officials and agents are accountable
under the law;

2. The laws are clear, publicized, stable, fair, and protect
fundamental rights, including the security of persons and property;

3. The process by which the laws are enacted, administered,
and enforced is accessible, fair, and efficient;

4. Access to justice is provided by competent, independent,
and ethical adjudicators, attorneys or representatives, and judicial
officers who are of sufficient number, have adequate resources,
and reflect the makeup of the communities they serve.

Although the World Justice Project looks at the state of the
rule of law in individual nations, the principles can be applied to
institutions of global governance.

The International Development Law Organization (IDLO) has
a more holistic definition of the rule of law:

“More than a matter of due process, the rule of law is an enabler
of justice and development. The three notions are interdependent;
when realized, they are mutually reinforcing. For IDLO, as much
as a question of laws and procedure, the rule of law is a culture
and daily practice. It is inseparable from equality, from access to
justice and education, from access to health and the protection of
the most vulnerable. It is crucial for the viability of communities
and nations, and for the environment that sustains them.”?

Again, one could argue that the international rule of law has
the same underlying features, which are necessary to build a fair
world order.

1 See http://worldjusticeproject.org/rule-of-law-index (accessed on
20 June 2015).

2See http://www.idlo.int/ (accessed on 20 June 2015).
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BRICS Declarations and the rule of law

Below are statements from the BRICS Summits since 2009'.
There is a repetition is all these Declarations of respect for the
international rule of law, working towards a peaceful, prosperous
and a fair world order. There is also a call for the reform of global
institutions of governance. This all needs to be scrutinised in order
understand the BRICS’ approach to the rule of international law
(again, I do not look at attitudes of individual countries, but joint
statements in the form of Summit outcomes).

1. Yekaterinburg, Russia 16 June 2009 (Joint Statement)

LrIC

brazil | russial indial china

EKATERINBURG
2009

Prior to SA joining, comments were mostly limited to global
financial and economic architecture, as illustrated in this first
joint statement. Once can see an evolution from here to the last
Declaration released in 2014. The Russian statement contained
some clear statements on the need for fairness in the world order
and respect for the rule of law, although more procedurally than
substantively as illustrated by the wording of paragraph 4:

Para 4. We are convinced that a reformed financial and
economic architecture should be based, inter alia, on the following
principles:

e democratic and transparent decision-making and imple-
mentation process at the international financial organizations;

e solid legal basis;

e compatibility of activities of effective national regulatory
institutions and international standard-setting bodies;

e strengthening of risk management and supervisory practices.

In paragraph 12, the joint statement clearly underlines BRIC
support for a more democratic and just multi-polar world order
based on the rule of international law, equality, mutual respect,
cooperation, coordinated action and collective decision-making

I For full texts of all the Summit Declarations see the South African
BRICS Think Tank (SABTT) website http://www.sabrics-thinktank.org.
za /interface.php?p=crumb&type=264 (accessed on 20 June 2015).
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of all states. This wording has been retained — with some small
changes — throughout the Summit outcomes. It is also stated that
“[w]e reiterate our support for political and diplomatic efforts to
peacefully resolve disputes in international relations”.

Paragraph 14 stressed “our strong commitment to multilateral
diplomacy with the United Nations playing the central role in
dealing with global challenges and threats”. The BRIC leaders
continue by acknowledging he need for the a “comprehensive
reform of the UN with a view to making it more efficient so that it
can deal with today’s global challenges more effectively”. Without
being specific about the nature of the reforms of the UNSC, the
Leaders “reiterate the importance we attach to the status of India
and Brazil in international affairs, and understand and support their
aspirations to play a greater role in the United Nations”.

2. Brasilia, Brazil 15 April 2010 (second Joint Statement)

1 2010

Diaril []ldSIlIﬂ

Paragraph 2 of the Brasilia Joint Statement also expressed
the Leader’s support for a multipolar, equitable and democratic
world order, based on international law, equality, mutual respect,
cooperation, coordinated action and collective decision-making of
all States.

In paragraph 4, the BRIC Leaders express their strong
commitment to multilateral diplomacy “with the United Nations
playing the centralrole” in dealing with global challenges and threats.
The Leaders also repeated that there is a need for a comprehensive
reform of the UN, and recognised “the status of India and Brazil in
international affairs, and understand and support their aspirations
to play a greater role in the United Nations”.

3.Sanya, Hainan, China 14 April 2011 (Sanya Declaration and
Action Plan): Broad Vision, Shared Prosperity

In Sanya the leaders again emphasised the overarching
objective and strong shared desire for peace, security, development
and cooperation. In paragraph 5, they state that “BRICS and other
emerging countries have played an important role in contributing

16



to world peace, security and stability, boosting global economic
growth, enhancing multilateralism and promoting greater
democracy in international relations”.

Paragraph 7 states that “[bJased on universally recognized
norms of international law and in a spirit of mutual respect and
collective decision making, global economic governance should
be strengthened, democracy in international relations should be
promoted, and the voice of emerging and developing countries in
international affairs should be enhanced”.

The central role of the UN is again mentioned in paragraph 8
of the Sanya Declaration:

We express our strong commitment to multilateral diplomacy
with the United Nations playing the central role in dealing with global
challenges and threats. In this respect, we reaffirm the need for a
comprehensive reform of the UN, including its Security Council, with
a view to making it more effective, efficient and representative, so
that it can deal with today’s global challenges more successfully. China
and Russia reiterate the importance they attach to the status of India,
Brazil and South Africa in international affairs, and understand and
support their aspiration to play a greater role in the UN.

4. New Delhi, India 29 March 2012 (Delhi Declaration and
Action Plan): BRICS Partnership for Global Stability, Security
and Prosperity

17



The Dehli Declaration is no different, recognising universal
norms of international law and multilateral decision-making. A call
ismade for strengthened representation of emerging and developing
countries in the institutions of global governance.

Paragraph 26 reiterates the BRICS “commitment to multilateral
diplomacy with the United Nations playing a central role in dealing
with global challenges and threats”. The need for the reform of the
UNisalsoreiterated with the same wording as the Sanya Declaration.

5. 26-27 March 2013 eThekwini (Durban, South Africa
Declaration and Action Plan: BRICS and AFRICA: Partnership
for Development, Integration and Industrialisation

|
O/

BRICS!

DURBANSOUTHAFRICA.

In the very first paragraph of the Ethekwini Declaration
the leaders reaffirm their “commitment to the promotion of
international law, multilateralism and the central role of the United
Nations (UN)”. In paragraph 20, the “strong commitment to the
United Nations (UN) as the foremost multilateral forum entrusted
with bringing about hope, peace, order and sustainable development
to the world” is repeated as it “enjoys universal membership and
is at the centre of global governance and multilateralism”. The call
for reform of the UNSC again did not mention the specific nature
of the reforms needed.

In paragraph 21, the leaders express a “commitment to work
together in the UN to continue our cooperation and strengthen
multilateral approachesin international relations based on the rule
of law and anchored in the Charter of the United Nations”.

6.14-16 July 2014 Fortaleza, Brazil Declaration and Action
Plan: Inclusive growth: sustainable solutions

Paragraph 2 of the Fortaleza Declaration states that:

“Our shared views and commitment to international law
and to multilateralism, with the United Nations at its centre
and foundation, are widely recognized and constitute a major

18



contribution to global peace, economic stability, social inclusion,
equality, sustainable development and mutually beneficial
cooperation with all countries.”

BRICS 2014
Fortaleza - Brazil

The 70th anniversary of the UN was mentioned in paragraph
24 and the leaders again reaffirmed their “commitment to
safeguarding a just and fair international order based on the UN
Charter, maintaining world peace and security, as well as promoting
human progress and development”. The following paragraph
recognised the UN as the “fundamental multilateral organization”
entrusted with helping the international community maintain
international peace and security, protect and foster human rights
and promote sustainable development. In addition a comprehensive
reform of the UN, including its Security Council, was called for
(with the same wording as previous Summits).

Paragraph 28 states that:

“We agree to continue to treat all human rights, including the
right to development, in a fair and equal manner, on the same footing
and with the same emphasis. We will foster dialogue and cooperation
on the basis of equality and mutual respect in the field of human
rights, both within BRICS and in multilateral fora — including the
United Nations Human Rights Council where all BRICS serve as
members in 2014 — taking into account the necessity to promote,
protect and fulfil human rights in a non-selective, non-politicized
and constructive manner, and without double standards.”

Preliminary analysis

1.Initially the focus was on international finance and economics.
Although there has not been an absolute shift, the language in
the Summit Joint Statements and Declarations has developed to
include political and governance issues, including the respect for
the rule of law.

19



2.From the outset, the centrality of the UN and the rule of law
has been mentioned in more than one paragraph, but the emphasis
isfar more pronounced in the last three Summit Declarations, with
human rights mentioned for the first time in the 2014 Fortaleza
Declaration.

3. The BRICS grouping’s understanding of the rule of law
is not clearly spelt out, but one could assume, based on their
foregrounding of the United Nations, that the definition accepted
by the UN is the one accepted by BRICS.

4. Thus, the calls for reforms of the UNSC, IMF, WB and WTO
are based upon a strengthening of the rule of law and creating fairer
and more democratic global governance institutions.

5. We need to consider setting up cooperation amongst
international lawyers to ensure better interpretation and
implementation of international law.

Building a Fair World Order

H.H.S. Viswanathan!

One of the most important outcomes of the process of
Globalisationis the realisation that today’s world needs a new World
Oder which is fair, just and equitable. In today’s world, which is so
interdependent, problems have become complex and broad based.
Their impacts are felt by all nations — be it terrorism, climate
change, energy or food security, trade liberalisation, cyber space or
peace and security. The truth is that no nation by itself can tackle
any of these. Are the global mechanisms of today effective enough
to tackle these issues? Most of them will come under the broader
rubric of Global Governance. And as with any governance, this can
be effective only if the order on which it is based is sound and just.
Global Governance is not something new. Throughout history,
Societies and later Westphalian states have found ways of laying
down some rules of behaviour, which were for the benefit of
everyone. The rules naturally reflected the world order of the
day. They were set by one hegemon or by a concert of powerful
states. Due to this, most of the world orders created have been self-

! Observer Research Foundation (ORF)
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centred. The world order of the last century was set by the victors
of the Second World War. To keep up the order several institutions
were also created. These seemed to work reasonably well till the
Cold War lasted. With the dramatic changes at the end of the last
century, things began to unravel. One of the dramatic changes was
the collapse of the USSR and the end of the Cold War.

The more dramatic change was the process of Globalisation
and the subsequent rise of emerging powers. As Ian Bremmer
points out, the world has entered a phase of geopolitical creative
destruction’.

Both the post-World War 2 and the post-Cold War orders have
become outdated. In the early 1990s, there was an attempt to establish
aliberal world order dominated by free markets. It was also known as
the Washington Consensus. This did not last long. The global financial
crisis of 2008 proved the limits of markets or more precisely how
uncontrolled market forces can wreck the global economy.

Dmitri Trenin rightly points out that “life expectancy of world
orders varies, but like humans, they are mortal”2.

Many orders were changed as a result of wars and violent
events. This time around, one hopes that it would be peaceful
because globalisation has created so much inter-dependence that
violent changes of orders are unthinkable.

Over the last two decades, the economic power has steadily
shifted towards emerging economies, particularly the BRICS
countries. With this shift, the strains in the existing World Oder
began to be felt. That is why one of the important objectives which
BRICS have taken up for themselves is to work towards a new
World Oder. As mandated by the five leaders, the BRICS Think
Tank Council (BTTC) has completed its work on formulating a
Long-term Vision Document in which Global Political and Economic
Governance is one of the five pillars. It cannot be denied that the
post-World War 2 structures have an unfair distribution of power
hard-wired into the system. The shift in economic power has not
led to a commensurate shift in political power.

! Tan Bremmer, Judy Dempsey’s Strategic Europe, May 6, 2015 “Is the
postWW2 Global Order finally breaking down”?

2 Ibid.
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There are three fundamental elements to a Global order or
Global Governance: these are values, norms and rules. For any order
to be sustainable over a long period of time, all three aspects have
to be addressed and in the right sequence. History shows us that, at
times, powerful nations have imposed rules first and then justified
them by subjective values. These can, at best, be only temporary
solutions. Definition of values, by its very nature, is very complex.
Norms and rules will follow only after there is a significant universal
consensus on the values.

Multilateralism has to be the bedrock on which a fair, equitable
and sustainable World Oder can be built. For this, the order has
also to be seen to be fair and equitable. It is true that Globalisation
has changed the contours of regionalism and multilateralism in
significant ways. But the reality is that sovereign Westphalian
States will be the main units of multilateral diplomacy for
the foreseeable future. Hence, there is need to strengthen the
multilateral approaches to Global Order and Global Governance.

Over the past two decades, the world has also seen a
proliferation of smaller groupings or clubs some of which are G-20,
BRICS, BASIC, IBSA, SCO etc. Each of the groups is working
on specific aspects of Global Governance and contributing in a
significant way towards the evolution of a new global order. What
is important is that different perspectives have to be taken into
account for evolving a new order. The utility of each of these
groupingsliesin the fact that each of them brings a new perspective.

There isnodoubt at all that a new world order is needed. Even
most of the so-called Status-quo powers agree on this. The problem
arises when the discourse turns to what the new world should be.
Unfortunately, here the discourse is reduced to a “West vs. the
Rest” argument. This does not have to be so. In fact, this should not
be the argument because if we are looking for an inclusive order,
everybody has to be part of it. In today’s’ globalised world the
West needs the Rest. How can you have a world order without the
active participation of the emerging economies, which contribute
significantly, to the Global GDP?

Many interpret the clamour of the emerging powers to have
greater say in Global Governance as a desire to occupy the high
tables. This, in a way, trivialises the issue. While participation in the
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discussion at the high tables is certainly essential, it is not an end in
itself. What the Emerging Powers want is the recognition of new
Agendas, which are of critical importance to the developing countries.

The most popular terms used for an eventual fair world order
are a multipolar world or a polycentric world. Whatever the term
used, the essence is the inclusion and participation of many eligible
players. This enables a fairer process in terms of agenda setting,
decision making and also in the acceptance of the decisions by the
international community.

Related to the above aspect is the question of burden sharing
by the Emerging Powers, which is often mentioned by the Status-
quo powers. Here, it is a question of the chicken and the egg. The
argument of the Status-quo powers is that the Emerging Powers
should step forward and take on more burden before demanding
leadership sharing. Here, in fact, lies the contradiction. The Emerging
Powers have no intention in sharing burden if it is to promote the
existing order or the existing Agenda. Why would they do that if it
is going to perpetuate the current inequities in the system?

Let us take the example of some of the Global Institutions. Three
of them stand out as being totally anachronistic — IMF, World Bank
and the UNSC. The first two, generally referred to as the Bretton
Woods Institutions (BWIs) have outdated voting powers, decision-
making procedures and selection processes for the Heads of the
Organisations. It was after considerable efforts of BRICS that the
G-20 agreed to modify the quota of shares and voting rights at the
Seoul Summit in 2010. But progress on this has been stalled by the
US Congress. The World Bank has not lived up to its expectations
mainly because of the fact that the developing countries for which
the institution was created do not have a decisive say. The combined
vote share of BRICS in IMF is 11% even though they contribute to
22% of the global GDP in nominal terms and 32% in PPP terms. The
collective share of BRICS in World Bank is 14%. Joseph Stiglitz brings
out the deficiencies of the IMF and World Bank very clearly in his
book “Globalisation and its discontents”?.

It is in this context that the bold initiative of BRICS to create
two new institutions like the New Development Bank (NDB) and the

! Joseph E. Stiglitz. Globalization and its Discontents. New York: W.W.
Norton, 2002
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Contingency Reserve Arrangement (CRA) attains significance. Here
is an example of BRICS stepping forward for burden sharing. The
NDB was a direct consequence of the decreasing availability of funds
from the Multilateral Development Banks for Infrastructure projects
in the developing world. Similarly, the CRA was to address the short
term liquidity and balance of payments difficulties of the developing
countries. Even though these have been envisaged as supplementary
efforts to the World Bank and the IMF, anti-BRICS propaganda has
projected these as dangerous trends to overthrow the existing order.

Nonetheless, there is one important political message in the
creation of NDB and CRA. They are financial institutions and will
naturally work on economic principles to be successful; but, the fact
remains that this is the first time in 200 years that a Global Institution
hasbeen created without the participation of the developed West. This,
by itself, is significant. Many also see this as a wakeup call for many of
the outdated institutions. There is one school of thought that says that
had the IMF and World Bank changed with changing circumstances,
there may not have been the need for the NDB and CRA.

The other anachronistic global institution today is the UNSC.
Even if one grants the logic of the UNSC soon after the Second
World War, it is totally outdated in today’s reality. There is no
question that it has to be made more inclusive with a greater role
for the Emerging Powers.

There is a specious argument given by some that for Global
bodies to be effective, they have to be as small as possible. This
argument goes against the principle of legitimacy, which is an
essential pillar of any institution. Even a die-hard real politick
advocate like Henry Kissinger talks about the two aspects of
global institutions namely power and legitimacy in his latest book,
“World Order”!. Power without legitimacy will lead eventually to
the unravelling of the organisation and legitimacy without power
will make it ineffective. Ideally, as Langenhove says, “In all global
institutions there must be three balances, namely balance of power,
balance of responsibilities and balance of representation.”? Volker

! Henry Kissinger, World Order: Reflections on the Character of
Nations and the Course of History. (London: Allen Lane, 2014), 420 pp.

2 Luke Van Langenhove “Multilateralism 2.0: The transformation of
International relations”, United Nations University. May 31, 2011
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Perthes says that many confuse lack of change in an established
order with stability. Orders collapse when active stakeholders feel
excluded!. Rule and rights should adapt to shifts in power relations
while maintaining the legitimacy of the system.

Of all the Global Institutions existing today, G20 seems to be the
mostlegitimate in terms of participation. These 20 countries contribute
85% of the global GDP. That is why BRICS countries attach great
importance to this grouping and insist that it should be the premier
global institution to deal with all financial and economic issues.

How outsiders perceive BRICS is also relevant, not so much
for Intra-BRICS cooperation but for bringing about changesin the
global order. There is no escape from engaging with the present
power centres and articulating our points of view hoping to make
them see reason.

Fortunately, many in the West see BRICS in a positive light. We
saw that some Western countries are interested in participating in the
NDB. Among the sceptics, there are three types of reactions towards
BRICS: the first group has curiosity — their question is “what is this
new animal called BRICS?” The second group is suspicious about the
intentions of BRICS as to how their initiatives will affect its interests.
The third group expresses hostility — their argument is that since
BRICS question some of the existing norms of global governance, it
could be a dangerous grouping. The success of initiatives like NDB and
CRA can goalong way in correcting the misconceptions of the sceptics.

Now, what are the options that BRICS have in their quest fora
new world order and corresponding changes in Global Institutions?
Basically there are four: the first is to conform ie., go along with
those structures which are fairly equitable; the second would be to
reform, like the efforts of BRICS in bringing changes to the BWIs;
the third would be to bypass i.e., ignore those norms which are
loaded heavily against the developing world so long as this does not
amount to violation of recognised international laws. The last would
be to create new institutions — the NDB and CRA will fall in this
category and hopefully there will be more like them in the future.

There is a general feeling among the global community that
BRICS as a group is ideally suited to take initiatives for a new

! Volker Perthes, Judy Dempsey’s Strategic Europe, May 6, 2015 “Is
the Post WW2 Global Order finally breaking down?”
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global order. The reasons are obvious: they are spread out into all
the continents and so have diverse perspectives; all of them have
successfully leveraged the process of globalisation and achieved
remarkable economic progress; yet they are still developing
countries and have many common problems among themselves
and among the developing world. They are for strengthening
multilateralism, global dialogue and search for solutions in a
peaceful manner without resort to force. The two important factors
needed for success in multilateral diplomacy are the capabilities in
agenda setting and in consensus building. In both these, BRICS are
ideally placed to achieve impressive results.

BRICS should also venture into changing the order in the
economic and technical domains. So far, we have been following
the standards and benchmarks created by the Western countries.
The time has come to have our own templates. For e.g., three of
the BRICS countries (Brazil, India and China) are big producers of
pharmaceutical products. It is only logical that we should set the
new standards. Similarly, in many other areas we have the capacity
to create benchmarks. The idea of a BRICS Rating Agency is being
talked about. Connected with this is the question of the revival of
some of our traditional knowledge and practices which are proving
to be more effective in achieving sustainable development.

This year (2015) will be a very critical one as far as World order
and Global Governance are concerned. There are three important
international conferences coming up which will set new orders.
The first is the 70th anniversary of the founding of the United
Nations in September where the post 2015 Agenda for development
is to be decided. The occasion should also address the question of
reforms of UN and UNSC. The second conference will be the G20
Summit in Turkey in November where the host country wishes
to include Energy and Climate Change in the Agenda. Finally,
the much-awaited UNFCCC will take place in Paris in December
which is expected to conclude the Climate Talks. In all these three
Conferences, BRICS have a great responsibility to come up with
initiatives, which will take care of not only their interests but also
those of a vast majority of the developing and emerging world.
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CHAPTER 2
REFORM OF THE INTERNATIONAL FINANCIAL
SYSTEM AND FUTURE OF THE BRICS-BORN
INSTITUTIONS

BRICS Bank as an Alternative to the Current International
Financial System in Developing Countries

Ronney Ncwadi, Tafadzwa Ruzive!
Abstract
The current financial system has reached the peak of its
effectiveness. It can no longer address the needs of those it claims
torepresentitisinlight of these observations that alternatives are
being sought that provide inclusive and equitable development for
all. The Bretton-Woods institutions do not seem to have the capacity
toreinvent themselves and hence it has become paramount to find
ways in which the system can be replaced. Economically, socially
and politically they continue to serve the interests of the architects
of the system at the expense of the intended recipients. In light if
these circumstances, the BRICS bank would be an alternative that
though not yet big enough at the moment might start to challenge
the Bretton Woods system at least ideologically. By fostering a
transparent regulatory framework, visionary leadership, equitable
conflict resolution mechanisms, robust risk assessment criteria
and a common aspiration the BRICS bank will achieve its goal of
economically, socially and politically fostering a more inclusive,
equitable and sustainable growth for all.

! Nelson Mandela Metropolitan University
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Introduction

The international financial system is defined as the system
and institutions that oversee the facilitation of international means
of payments for the exchange of goods and services. Much like a
financial services sector in a country this happens to be a similar
system at a global scale. This system by extension will also be
responsible for the currency movements in the world not only of
trade but also for wealth preservation but also financing activities.
The current financial system is headed by two Bretton-Woods
institutions namely the World Bank and the IMF.

The World Bank’s mandate is to finance development
worldwide, stepping in to provide funds for projects that the private
sector would not typically engage in. The most prominent arm of
the World Bank being the International Bank for Reconstruction
and Development. The IMF’s mandate is to facilitate for financial
stability through providing funds to fill in current account deficits
that may have been experienced through trade or the payment of
international transactions that happen between countries. The IBS
helps settle claims across countries as they transact in international
trade and investment as characterized mainly by FDI flows across
the globe from regions of low economic yield to those with high
economic yield.

With this mandate in mind, it is crucial that these financial
institutions deliver the objectives of these mandates to member
participants equitably, helping them acquire infrastructure for their
economies while keeping their financial systems stable. However
as recent history has shown these institutions have only helped
to extend United States dollar hegemony across the world with
these institutions basically playing the role of extending American
foreign policy on other member states. Via the voting structure of
these institutions the ability the rest of the world to wrest itself
from American self-determination has been greatly handicapped.
Currently the US holds a critical mass of voting power that can
cripple any moves in international financial market that can impede
on its ability to maintain its hegemony on the rest of the world.

The problems with the current financial system

The reform of the international financial system is focused on
the following aspects: international monetary system, international
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financial institutions and international financial regulatory system.
(Xue Lai, 2009).The problems in the system should be dealt with
in these three areas. The issue of influence of the Bretton woods
institutions has historical basis in America leading the recovery
process post WWII and imposing on itself the responsibility to
ensure financial and monetary stability in the world economy.
These financial arrangements are clearly seen in the domination
of America in the operation of these financial institutions. Though
it may have been beneficial to have America dominate these
institutions in the recovery process and through to the 1970’s,
the current picture of global trade however no longer reflects the
need to reconstruct a world coming out of a world war but rather
a need to relocate the centre of global economic power to catapult
the globe into a new dimension of economic operation. This can only
be done by leveraging the growth which is being experienced in
emerging markets such as the BRICS. However the US has failed
on the mandate it took upon itself as Mungqi (2009) observes:

“De facto, the US Dollar standard in the international
monetary system enables the United States to irresponsibly neglect
its current account deficit and the foreign exchange rate for its
currency. As long as there is no replacement for the US Dollar
as the international key currency, the United States can use the
Dollar to import cheap goods and services. By doing so, the US
was able to use an inflationary monetary policy for its own goods
while neglecting the asset bubble. However, excessive debt in the
US, both public and private, eventually leads to adjustment. When
commodity prices surged, and other product and service prices rose,
the inflationary monetary policy had to change. Once the monetary
policy was adjusted, the financial market responded, triggering the
subprime loan crisis. Subsequently, the entire world had to follow
the US in stimulating the economy with inflationary monetary
and fiscal policies, starting a new cycle of bubble creation. In this
process, the US could reduce its debt relative to GDP, while the
rest of the world had to suffer in sharing the costs. This is why the
international community reached consensus on the urgent need to
reform the international financial system.” (Munqgi, 2009).

The mechanism with which the international institutions
voting rights are determined has been identified as an impediment
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to reflecting the emerging significance of emerging economic
powers and the adoption of developmental policy positions. The
determination of voting power in the current financial dispensation
as seenin the activities of the international monetary fund are seen
by the allocation of voting rights that is determined by a country’s
GDP, and a host of other macroeconomic policy variables. The
outcome across time has that the USA has maintained the largest
share of votes in the World Bank. Consensus on a policy or action
is achieved at 85% and currently the US holds about 17.68% of the
votes implying that it can veto any policies that it is not interested
in pursuing. An example of policy inflexibility and the resistance
to change manifested by the US was seen in 2009 as Mungqi, 2009
notes:

“Obviously, the G20 have not reached consensus on key issues.
The US tried to focus exclusively on stimulating recovery and
sought to avoid any major reform that might undermine the Dollar
standard. Although the US accepted a compromise on an IMF fund
increase and SDR expansion, and even proposed to adjust voting
shares between Asian and European countries, Washington is not
likely toaccept any reform that challenges the dominance of the US
Dollar. At the second G20 London Summit, leaders reached some
consensus in thisregard. IMF financial resources will be increased to
US$ 500 billion. SDRs will expand to 250 billion. Surveillance of the
financial markets will be strengthened. However, key issues such
asinter-national key currency stability, exchange rate regimes, an
adjustment mechanism for imbalances of international payments
have not really been touched upon.”

This skewed representativeness no longer reflects the wishes
of members especially in the emerging and developing economies.
There are several quarters in the banks membership that feel that
the terms on which the loans are disbursed to recipient countries
and the prescriptive tone with which they are handed down is
tantamount to the perpetuation of American dominance. The
contribution that emerging economies especially the BRICS are
making to the world economy are overlooked in the disbursement
of voting quotas and the economic ideology accompanying the
loans is detrimental to the soft resource based economies where
most of the balance of payments and infrastructure backlogs exist.
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Emerging economies are not able to vote on decisions that affect
their economic destinies and on projects that affect their current
livelihoods. This situation makes for a compelling case for urgent
reforms in the structure and management of the Bretton woods
institutions. Could the BRICS offer a solution?

The creation of BRICS bank

Inresponse to the unfair representation of BRICS institutions
on the World Bank and IMF, the BRICS countries in 2014 met in
Fort Aleza, Brazil and decided to form a BRICS bank; a bank which
they could use to finance their developmental agendas. It comprises
of two institutions namely the New Development Fund and the
Contingency reserve arrangement (Panova, 2014).The Bank has
an authorized capital of $100 billion and currently has a subscribed
amount of $50 billion. Its mandate is to finance infrastructure
and “sustainable development” projects (The Economist, 2014).
The CRA’s mandate is to tide over member countries in financial
difficulties. It is not a tangible fund but rather a web of bilateral
promises to make $100 billion of foreign reserves available to BRICS
countries on need, with each country being able to draw a multiple
of its contribution.

The main reasons why this bank was created was to bolster
investment into infrastructure which four of the member
banks(with the exception of Russia) need to overcome the waning
growth prospects that their economies face. The second reason for
the formation was to create a front, which can help, for instance
china invest in India without seeming as if it is now dominating
the economy thereof. The third reason was to reform the old
world order by presenting one, which will now include fairness,
inclusiveness and diversity asits underlying tenets (Panova, 2014).

Allmembers have equal voting rights in the bank, which would
make this a paradigm shift from the way the IMF and World Bank
ideology. Since the group has five members it will take at least three
members to agree to make a decision and none of the members have
veto power to stop the other four members from taking an action.
Despite the setting up of the Bank, the infrastructure bank has a
lot of ground to cover before it can challenge the current financial
system. The World Bank estimates that the infrastructure funding
gap in South East Asia alone amounts to $2.5 trillion over the next

31



ten years. However, this does not stop the bank form being able
to make a difference where it matters particularly in developing
countries.

Opportunities and threats

The BRICS bank has by its nature and objective a unique
opportunity with which it can become the preferred lender to the
developing world. However, for every opportunity there exist threats
that could impede in the developmental agenda that the bank has
been constructed to achieve. This section deals with the opportunities
and threats that the bank faces as it delivers on the financial reform
that the international financial system so badly needs.

Opportunities

There are numerous development challenges that the World
Bank and IMF framework did not look into. Unfortunately,
these have been the very reasons development in the developing
economies was not being realised. An Oxfam report put the
challenges that the BRICS bank could tackle as follows:

“The association of five major emerging national economies,
Brazil, Russia, India, China and South Africa (BRICS) has a special
responsibility towards helping the world achieve its goal of ending
extreme poverty, reducing inequality and achieving sustainable
development, as they collectively represent some of the world’s
greatest challenges and achievements. Despite remarkable strides
made inreducing poverty within India and China, BRICS countries
still house nearly half of the world’s poor and have experienced a rise
ininequality in recent years. The creation of a BRICS Bank, and with
it the promise of reforming the global development architecture,
offers a real and concrete opportunity for governments of these
countries to ensure development financing is sensitive to the needs
of those who are poorest and most marginalized” (Oxfam: 2014).

Inlight of these challenges, it isimperative for the BRICS bank
torecognize that though it has made numerous achievementsin as
far as economic development is concerned, it also has to take a look
at the inclusivity of that growth and foster social change through
the instruments that it will create in the BRICS bank.

The millennium development goals are lagging behind in
the developing countries and the BRICS bank could be utilized
as a catalyst for the achievement of these. The connectivity of
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the BRICS economies can enable them to be leader nations in the
attainment of these goals for instance, South Africa is connected
to the SADC region and China has got strong links to the ASEAN
nations. The BRICS bank could be the financial catalyst that will
bring about the quick attainment of the millennium development
goals at a global scale.

The focus of the environmental sustainability of investments
made by Bretton woods institutions has been questionable. They
have been involved in projects that have been environmentally
unfriendly and have reduces the quality of life for the poorest of
the poor. The BRICS bank must bring more awareness to global
issues such as environmental, social and governance issues into its
investment frameworks. However, how this will work well will
depend on how standards can be set and this happens to be one of
threats outlined in the next section.

Threats

The bank faces threats from five areas that could be risk areas
tothelongevity and performance of these BRICS born institutions.
These five aspects are the regulatory framework of the bank, the
leadership of the bank, conflict resolution in the bank, the financial
stability (secureness) of the bank and finally the aspirations of the
Bank. These aspects are discussed in the following subsections.

Regulatory Framework

The leaders need to determine the regulatory framework of
the bank and agree on it as soon as is possible. This provides a clear
pathway for which the bank can operate, what investments to enter
into and which ones not to and for what reasons. This will act as
the rules to which all member nations shall abide to and whose fair
applicationis going to create the much needed goodwill that should
characterise an international finance institution.

Visionary Leadership

There will also be a need for continued strong leadership in the
bank. It is also important to laud the initiative that has been taken
by the current leadership to shape the foundations for the Bank.
Going forward there should not be a shortage of such visionary
leadership to take the bank into the future. Clauses for the selection
for future BRICS bank leaders could help in perpetuating the vision
of the BRICS bank.

33



Conflict Resolution Mechanisms

Conflict in between bank members is bound to arise, especially
with the extension to include more than the five founder members
if not among the initial five members themselves. There should
be clearly laid down rules for how conflicts of interest are going
to be settled by the bank. This could be difficult looking at the
political orientation of the existing members with some coming
from democracies and others coming from non-democracies. There
could be a compromise that could bring in a new means through
which conflict resolutions can be solved between group members
with diverse political backgrounds.

Robust Risk Assessment Policies

Security concerns exist for the bank in terms of the nature of
itsoperations. There is a need to assess risks adequately and finance
sustainable projects which will give an adequate return to be able
to perpetuate the survival of the bank. The bank will have a focus
on development finance; it could give loans at lower tariffs and
fewer conditions, but keep the attainment of development goals
such as equality and poverty alleviation at its core. Sufficient risk
mitigation capabilities will have to be hammered out amongst the
founder members to come up with a mix that they can all support
and stand behind.

Common Aspiration

The bank will also have aspirational differences amongst the
members. The biggest risk being that of looking like a front for
Chinese hegemony. The BRICS has the risk of taking developing
economies off the US loans only to indebt it to itself with the
attendant benefits of being able to access the resources of indebted
countries as a means to repay debts. Ideologically speaking, the
philosophy that informs the lending and to whom lending should
be done is equally as crucial. If the issue of how the bank should
make the BRICSlook in the next 30 or so yearsis not settled it could
create fissure that could leave the bank much like other financial
institutions which sought to challenge the World Bank but fell by
the wayside.

These are threats that could break the Bank going forward
and much activity will have to be focused on these areas to launch
and sustain the Bank going forward. We believe that settling
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on these questions will test the political will of the governments
represented but being able to overcome them and create a bank
which exists in a new social, political and economic paradigm will
pose the most potent threat to the Bretton Woods institutions since
their existence and open up the path to the institution of a new
international financial architecture.

Conclusions

The current financial system has reached the peak of its
effectiveness. It can no longer address the needs of those it claims
torepresent;itisinlight of these observations that alternativesare
being sought that provide inclusive and equitable development for
all. The Bretton woods institutions do not seem to have the capacity
toreinvent themselves and hence it has become paramount to find
ways in which the system can be replaced. Economically, socially
and politically they continue to serve the interests of the architects
of the system at the expense of the intended recipients. In light if
these circumstances, the BRICS bank sounds like an alternative
that though not yet big enough at the moment might start to
challenge the Bretton woods system at least ideologically now but
hopefully economically and politically in the future and foster a
more inclusive, equitable and sustainable growth for all.

BRICS New Development Bank as an Important
Supplement to the International Financial System

Lu Junxiu, Zou Lixing?

Abstract
This article analyses the main contradictions deeply rooted
in global economic integration. It shows that the BRICS New
Development Bank gives new momentum to the solution of the
deeply rooted contradictions in globalization and the objective
for balanced global economic growth. The paper proposes three
main tasksin the development of BRICS New Development Bank:
(1) to define the functions of the BRICS New Development Bank
properly; (2) to focus on developing innovative mechanisms; (3) to

! China Development Bank
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proactively explore the monetary mechanism of the BRICS New
Development Bank.

Keywords

International financial institution; BRICS New Development
Bank; monetary mechanism; globalization.

On July 15, 2014, the Sixth BRICS Summit — Fortaleza
Declaration and Action Plan officially announced the establishment
of the New Development. The establishment of the BRICS Bank is
a major event in ushering a new stage in the cooperation of BRICS
countries. The emergence of the Bank is an indication of the existence
of complex contradictions in the globalization process and will play an
important role in promoting balanced global economic development.

L. The 21st century is a century of deepened globalization.

Aswe enter the 21st century, globalization deepens, mankind
interacts with the nature, and economic, political and cultural
interactions bloom to the full in the human society. Yet in the
meantime, we are caught in a web of conflicts. For example, global
warming, the shortage of resources, population growth and other
issues are becoming more prominent; and some new conflicts, in
particular, arose out of global integration and intensified after the
financial crisis in 2007.

1) Conflict between market integration and political
pluralism. The economic ties between different countries and
regions have grown closer and the internal consistency of the
global economy has increased. However, national conservatism and
regional conservatism are also on the rise, and contradictions based
on historical traditions, political systems, cultural and religious
systems are becoming more pronounced.

2) Conflict between economic integration and cultural
diversity. As the economic globalization deepens, historical and
cultural integration around the world is picking up pace, and
cultural traditions and customs of various nations and regions begin
to rebound strongly. As a result, cultural differences, disputes in
mind-sets, and conflicts in behaviours are becoming palpable,
pushing the battle between globalization and anti-globalization to
a deeper level.

3) Conflict between information integration and ideological
diversity. In-depth R&D and industrialization in the IT sector,
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especially the development and application of big data, has not only
launched a technological revolution in the IT sector, but also had
extensive influence on other sectors, giving rise to new production
and management models that are digital, smart, networked, and
global. IT development has swept across the world, ushering
mankind into a more open and more integrated world with its
massive power. In the information age, information spreads faster
and faster and nothing stays in the dark for long. Information
becomes shared resource. At the same time, people are likely to be
overwhelmed by numerous information fragments, unorganized
news reports, explosive issues, and odd ideas. Information explosion,
combined with diverse ideologies formed over our long history, has
caused the conflict between information integration and ideological
diversity to become conspicuous.

4) Conflict between a global network and the safety of
privacy. The Internet has got the whole world connected and
become the indispensable resource that corporate entities, as well
as individuals, rely on for survival. However, the confidentiality
of personal information is threatened. Information sharing and
confidentiality is a pair of contradictory concepts. No one would
like to go against the Internet, yet no one wants their personal
information to be shared, either. Under such circumstances, how to
protect privacy without hampering the smooth information sharing
and exchange on the Internet has become an issue of great concern.

5) Conflict between global resource allocation and differentiated
consumption needs.-With the help of the Internet and the Internet
of Things, a unified global resource allocation system has come into
existence, expanding the scale of production. At the same time, the
markets are becoming more and more segmented and consumption
needs differentiated, which forms another conflict.

6) Conflict between the standardization of services and
traditional local features. In the globalization process, conformance
to international standards and norms are welcomed and required
worldwide. However, traditional local features add unique colours
to people’slives and are valued more and more in various countries
and regions. How to promote international standards and norms
while maintaining good local traditions and featuresis also an issue
of concern.
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7) Conflict between social equality and the income gap.
Influenced by high and new technologies, the world is getting
smaller and flatter and our call for social equality is growing
stronger. However, the reality is that the wealth gap is widening
across the world, with the gap between developed and developing
countries, between urban and rural areas, and between the rich
and the poor all expanding. How to achieve fairness and equality
in the globalization process, and narrow the gap between the rich
and the poor is an issue to be considered seriously®.

8) Conflict between global integration and diversity in
governance. As the globalization process deepens, the world is turning
into an organic whole socially, economically, and politically. However,
different in historical backgrounds and social conditions have made
the disputes between the East and the West, the South and the North,
as well as developing and developed countries more conspicuous.
The world pattern has seen great changes, the geopolitical power
game intensifies, and disturbance and disorders are severe in the
international strategic situation. These have all given rise to the
complexity and uncertainties of global governance, but the world,
though witnessing increased interdependence interconnectivity, is
in lack of global governance, which is quite an issue.

Figure 1 gives a summary of the major conflicts we are facing
now in an era of globalization.They come naturally with our social
and economic development, are the results of globalization and
should be dealt with properly globalization progresses.?

II. Infrastructure development helps resolve international
conflicts.

To address complex conflicts, one should approach from
multiple angles and infrastructure development is one of them. It
helps promote the north-south balance in development and resolve
economic, social, and political conflicts. Infrastructure development
plays such a role mainly in the following two aspects.

! Lin Yifu, New Structural Economics (Peking University Press,
September 2012), 87-89.

2 Fernand Braudel, A History of Civilizations, trans. Chang Shaomin,
et al. (Citic Publishing House, May 2014), 58. World Scientific Publishing Co.
Ltd. November 2014.
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Figure 1: Eight conflicts in the new stage of globalization

1) The global demand for infrastructure financing is huge.
According to estimates released by the World Bank and the
Asian Development Bank (ADB), the gap between the demand
for infrastructure investment and the funds available is around
USD 1.5 trillion annually. In the Asia-Pacific region, for example,
an estimated USD 8.22 trillion (in 2008 US dollar), will be needed
for infrastructure development in the 32 developing members of
ADB during 2010-2020, or USD 800 billion per year, about 68% of
which will be used for new construction projects, and 32% for the
maintenance or replacement of existing facilities. The demand for
infrastructure development in Asia is expected to account for 6.5%
of its GDP during 2010-2020, about 49% for energy infrastructure,
35% for transportation infrastructure, 13% for ICT infrastructure;
and 3% for water and environmental sanitation infrastructure. How
to meet the demand of USD 800 billion per yearisa great challenge
facing the Asia-Pacific region. Asian economies are diverse and
each has made tremendous efforts to cope with the global financial
crisis. A large quantity of high-quality national and regional
infrastructure will be needed to support the continuous growth
of productivity and competitiveness, the reduction of trade and
logistics costs, the expansion and deepening of product networks
and the transition extensive to intensive economies.
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2) Financing for infrastructure development creates
conditions for global governance reform. How to attract
investment? How to transform infrastructure development plans
into projects that can be funded by banks? How to engage investors
from different countries and regions in good coordination and
cooperation? To answer these questions, we need to make great
efforts in the global governance reform or regional cooperation.
In other words, we need to establish appropriate mechanisms and
frameworks in the Asia-Pacific region to screen, select and arrange
projects in different priority levels, and use innovative financial
instruments in a flexible way, and establish and improve regional
financial markets. We should also make appropriate efforts on the
front of policy and regulatory support.

For example, in terms of infrastructure development, the
information available to private and public sectors remains
seriously asymmetric. To solve this problem, public-private
cooperation is an option. Government authorities and the private
sector may cooperate to provide public goods and services or to
construct infrastructure projects. They may enter into a concession
agreement and sign contracts to define the rights and obligations
and ensure the success of the cooperation, so that the parties can
eventually reach a more favourable outcome than as expected
from acting alone.

Taketheissue of bonds denominated in the Asian Infrastructure
Currency Unit (AICU) as another example. The implementation of
aninfrastructure project, from the very beginning to the very end,
is often a lengthy process that exposes borrowers and lenders to
substantial exchange rate risks. The establishment of the Asian
Infrastructure Currency Unit (AICU) is a way to address this.
AICU, consisting of the currencies of major Asian and non-Asian
advanced economies, is created for the relative stability of Asian
currencies. It is an accounting unit and device for use in valuing
infrastructure investment and repayment obligations.

As our understanding, The Asian Infrastructure Investment
Bank (AIIB) just liking the BRICS Bank, is also a new financial
institution as a supplement to the World Bank and the Asian
Development Bank, both of which have comparative advantages
but neither of which is the solution to infrastructure financing
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in Asia. Thus, it seems feasible to create a special new institution
to fund infrastructure projects. Asian countries generally see a
high savings rate and have ample reserves. However, since there
are limited approaches available, most of such funds are loaned
to developed countries. The Asian Infrastructure Investment
Bank (AIIB) is expected to direct these funds to regional and
other infrastructure development projects. Thus, infrastructure
financing will undoubtedly help improve global governance.

II1. The BRICS Bank lends new momentum to balanced global
economic development

All conflicts deeply rooted in the globalization process are
fundamentally related to finance and both their causes and
solutions can be found in finance. The World Bank, International
Monetary Fund and other international financial institutions,
established after the World War II, with the US and other developed
countries in the dominance, have played an important role in the
post-war recovery and development of the global economy and will
continue to make their contribution. However, it is proved by the
existing deep-rooted conflicts that there are defectsin the existing
international financial system and that reforms, new forces, and
supplements are needed. The BRICS Bank reflects the needs and
trend of the times. It is the solution to the deeply rooted conflicts
in the globalization process and lends new momentum to balanced
global economic growth. It shows some important new features.

1) It manifests a new paradigm of south-south cooperation.
First of all, the Bank is the result of democratic cooperation: Each
founding country makes equal initial capital contribution to it;
the headquarters is set in Shanghai; the first president will be
recommended by India, the inaugural chairman of the board of
governors by Russia, and the inaugural chairman of the board of
directors by Brazil. Such institutional arrangements render all five
BRICS countries equal, allowing no one to seize all benefits alone.
Contributions to the contingency reserve fund of the Bank are based
on the economic conditions of each country, which also reflects the
principle of equality. Secondly, it is also a substantial cooperation.
The Bank is a new platform for financial cooperation that propels
BRICS countries to consolidate and realize their cooperation plans
and expand the scope of cooperation from trade to more economic
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and financial fields. Thirdly, it is an in-depth cooperation. Such a
platform for financial cooperation helps BRICS counties to build
closer ties and have better communications.

2) Itisanew supplement to the existing international financial
system. Unlike the World Bank, IMF and other international
financial institutions, the BRICS New Development Bank places
more emphasis on loans and investment in developing countries to
support their infrastructure building and its contingency reserve
arrangements are mainly aimed to help member states cope with
short-term liquidity pressures and strengthen the global financial
safety net. The BRICS New Development Bank share similar
pursuits and ideology, serve similar customers, and holds similar
regional goals with sub-regional development banks such as the
Asian Development Bank (ADB), the African Development Bank,
and the Inter-American Development Bank (IDB), which lays
the foundation for cooperation. However, the Bank differs from
sub-regional development banks in that, as an intercontinental
bank, it allocates resources across different continents for a better
resource allocation structure and better connectivity. Therefore, it
supplements what the sub-regional development banks do on the
macroeconomic level, forming a complementary relationship. Such
complementarity is reflected not only in the common cooperation
principles and spirit, but also in the efforts made by the members
of the Bank to promote regional development and cooperation on
all fronts. The establishment of the Bank is also a key step made
by BRICS countries to mitigate their severe lack of voice in the
international financial system (see Table 1).

Table 1: Voting rights in the IMF

Voting rights, % Voting rights, %
U.S. 16.75 China 3.81
Japan 6.23 Brazil 2.61
Germany 5.81 India 2.81
France 4.29 Russia 2.39
Total 33.08 Total 11.62

3) It is a new driving force towards the Millennium Deve-
lopment Goals. The Bank, to some extent, creates a separate
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investment and financing channel for new economies, offering
relatively independent economic supports with a relatively
independent organizational structure. Despite the limited initial
fund in its capacity, it represents a huge step made by new
economies towards a reasonable global economic structure and
showecases the positive role of the BRICS countries in global
economic governance reforms. In today’s world, the potential for
economic growth shrinks, investment falls, and trade protectionism
is prevalent. BRICS countries are thus faced with new challenges.
In particular, as the US winds down its quantitative easing policy,
some emerging economies see serious problems such as capital
flight, currency devaluation and economic slowdown. The BRICS
New Development Bank helps the BRICS countries build their own
financial safety net, reduce dependence on developed economies
and theimpact of the adjustment of international monetary policies,
and promote stable, sustained and healthy economic development.
The Bank will also serve as an important bridge between the North
and the South, and between developed and developing countries,
pushing the world towards a better balance and universal benefits
by strengthening dialogue and cooperation.

IV. Promote the development of the Bank in a practical
manner

1) Define the functions of the Bank properly. In the next
decade, the newly established Bank will have three main tasks:

(1) Consultancy and planning. It shall study the BRICS
countries and the global development strategy and analyse the
macroeconomic situations so as to prepare long-term investment
and financing plans for the BRICS countries. It shall also organize
personnel exchange and training programs to enhance the
soft power and promote the healthy, sustainable and balanced
development of the BRICS countries.

(2) Loans and investment. It shall establish an effective
financing mechanism to support and speed up infrastructure
development in the BRICS counties and other developing
countries so as to improve their conditions for economic and social
development; raise funds for the development of agriculture
and small businesses, as well as for environment protection, help
the BRICS countries and other developing countries build their
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capacity to maintain food security and support the development
of SMEs and environmental protection; raise funds for the human
resource development, increase basic health and education services
and improve the basic skills and employability of poor people;
raise funds for reform efforts, help the BRICS countries and other
developing countries build their governance capacity and establish
a political environment and market mechanisms that promote long-
term stable development.

(3) Security and risk control. It shall help the BRICS countries
and other developing countries turn natural resources into the
driving force for development by providing security and guidance,
help these counties build their productivity, enhance production
levels, and improve working conditions; it shall give priority to
more urgent projects via collaboration with other international
institutions in terms of lending and guaranteeing so as to promote
sustained and balanced international trade growth; it shall cope
with financial market instability and maintain financial security and
economic security by establishing a risk warning and prevention
mechanism.

The basic function of the Bank is to provide fund and pool
wisdom to support infrastructure construction and sustainable
economic and social development in developing countries, which
should be implemented unswervingly. However, we should also
be aware that, in the long run, as concepts, purposes and means
of construction and development change, the functions of the
Bank may also shift. In this regard, the Bank can learn from the
World Bank. In the late 1940s, the World Bank was focused on the
reconstruction of Europe. From the 1950s to the early 1960s, the
focus of the World Bank shifted to solving economic problems of less
developed countries, setting support for the GDP growth in low-
income countries as its top priority. Now, the priority of the World
Bank has extended to income distribution, poverty mitigation,
environment protection, cultural development, etc. The means of
development have also changed and the focusis shifted accordingly
from capital accumulation, foreign exchange, and large industrial
projects such as transportation and power plant construction
to small agribusiness, reproduction and the provision of social
services in urban and rural areas. This shift reflects economic and
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social changes and development. It may also be the case for the
BRICS New Development Bank and we should have the strategic
awareness and practical plans.

2) Proactively explore the BRICS monetary mechanism.
The Bank shall learn from the IMF’s experience regarding the
Special Drawing Rights and establish its own monetary mechanism
through which it can perform its functions. There are options: (a) a
basket of currencies composed of the currencies of the five BRICS
counties; (b) a basket of currencies composed of the currencies of the
five BRICS counties and some other developing countries; and (c)
create a new basket by adding BRICS currencies (including RMB)
to the basked used for IMF’s Special Drawing Rights. To implement
the reform in a progressive way, a double-track system may be
adopted at the beginning. Specifically, the Bank may continue
to use the US dollar to perform its functions while establishing a
BRICS currency swap mechanism and speeding up the creation of
the BRICS currency at the same time. In the early stage, the first
option is more appropriate. A basket of the currencies of the five
BRICS countries can be created by giving quotas commensurate
to the economic scale of each country, and then it can be used by
the Bank to performits functions in various financial activities and
daily operations. No matter which option is adopted, the BRICS
currency will be a positive supplement to the existing international
monetary system.

In addition to a basket of currencies, the Bank shall also
establish a unit of account, a clearing system and a reserve system,
which can be deemed as a new part of the international clearing
system. The Bank can also consider establishing its own clearing
system when conditions are ripe.

The BRICS monetary system differs fundamentally from the
Special Drawing Rights of the IMF. The Special Drawing Rights
are rights distributed by the IMF to its member states to use
currencies. The BRICS monetary system is not a right or power,
but a system through which the Bank perform its functions. It is
a cooperation framework to promote the use of the currencies of
the BRICS counties.

3) Create innovative operational mechanisms for the Bank.
Mechanisms are more important than institutions. The vitality
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of the Bank lies in the innovation in mechanisms. (1) Innovative
in the fundraising mechanism. China’s experience shows that
the problem of developing countries is not the lack of funds
but the lack of a fundraising mechanism or a mechanism that
transform various resources into funds!. We shall find ways to
establish an effective fundraising mechanism to transform the
advantage of the BRICS countries and other developing countries
in resources into an advantage in funds. (2) Innovation in bank
governance. The Bank shall combine advanced theories and
technologies with the actual situations in the BRICS countries
and design proper governance institutions that balance equity
and efficiency and act as a bridge between the market and the
government. (3) Innovation in operational mechanisms. The
Bank shall adhere to the principles of strategic mutual trust,
policy support, professional management, business models, risk
sharing, and common development. The BRICS countries shall
develop policies and provide legal support on the basis of strategic
mutual trust; pool financial resources to support inter-regional
infrastructure construction and the development of fundamental
sectors; give full play to professional and technical personnel
to build a reasonable business operational model, set up a risk
control system and mechanism, so as to ensure smooth operation
of the Bank and the healthy and fast development of the BRICS
countries and other developing counties, and contribute to global
good governance and balanced development?.

V. China Development Bank is willing to share experiences

As China steps into the economic “new normal”, the strategic
value of development finance has grown. Under the new normal,
China maintains its economic growth rate within the reasonable
range and its economic fundamentals is still positive. However,
there are also many bottlenecks and weak points in its economic

! Lixing Zou, China’s Rise: Development-oriented Finance and Susta-
inable Development (World Scientific Publishing Co., Ltd., November 2014),
312-315

2 Huang Huaguang and Zhou Yuyuan, eds., Adjustment, Innovation and
Collaboration — Collection of Papers Prepared for 2012 BRICS Think Tanks
Forum (Party Building Books Publishing House, December 2013), 15-20.
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and social development. China’s economy is still faced with huge
mid- and long-term financing pressure and the strategic value of
development finance in economic and social development remains
the same. It isnow more urgent for China Development Bank (CDB)
to play its role in maintaining steady growth, especially under
the present pressure for an economic downturn. Development
finance is facing a series of new missions, new requirements, and
new opportunities. CDB should take the initiative to understand,
adapt to, and serve the new normal, bearing in mind its mission of
serving the national development strategies through a market-
oriented approach. It should focus on serving national development
strategies, meet national development needs in innovative ways,
and improve its functions and build its capacity to promote national
development strategies and provide better support for national
priorities.

By the end of 2014, the total assets of CDB exceeded RMB 10
trillion, with a net profit of RMB 88.4 billion and an NPL ratio of
0.63%. By 2014, CDB had maintained its NPL ratio below 1% for
39 consecutive years and its asset quality remained at a leading
level in the industry. As a national financial institution, CDB
targetsitsloans mainly at infrastructure development projects and
shantytown renovation projects. As of the first quarter of 2015,
loans in such projects totalled RMB 5.9213 trillion, accounting for
58% of its total credit assets. Table 2 shows the changes of CDB’s
lending to the top eight sectors.

Table 2: Outstanding Loan Balance of CDB: Breakdown by Industry

Sector Dec, 2013 | Share |Dec, 2014 | Share
Electric power 7505 15.91% 7724 15.34%
Public highways 12382 26.25% 13878 27.57%
Railway 5411 11.47% 6211 12.34%
Petrochemical 4773 10.12% 5243 10.42%
Coal 1050 2.23% 1076 2.14%
Postal & telecommunications 899 1.91% 798 1.59%
Agriculture & related industries 1910 4.05% 2386 4.74%
Public infrastructure 13248 28.08% 13021 25.87%

Unit: RMB100 million (USD1 = RMB6.1422)
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In the coming period, CDB will still have heavy workload in
infrastructure financing in order to continue the support for a
number of major infrastructure projects of strategic importance.
These include 446 major projects in seven categories, 139 key
projects for the revitalization of Northeast China, major railway
construction projects, 172 major water conservancy projects and
“2+62” new urbanization pilot projects. CDB will optimize its
credit structure to better serve the economic structure adjustment
and provide financial support to China’s “One Belt and One
Road” initiative, the Beijing-Tianjin-Hebei integration, the
development of the Yangtze River Economic Belt, and coordinated
regional development. CDB will also support the innovation-
driven development strategy and step up its efforts to support
advanced equipment, information networks, integrated circuits
and other major innovation projects. It will also continue to serve
China’s ecological development projects and grant green loans to
support recycling economy, air pollution treatment prevention,
power generation with new energy, wastewater treatment, and
the environment-friendly technologies that help with energy
conservation and emission reduction.

Inearly April 2015, the State Council approved CBD’s reform
plan, clearly positioning CDB as a development-oriented financial
institution and requiring it to seek differentiated development
and improved risk control. This is an important opportunity for
CDB to deepen its reform and promote development. Standing
firmly on China’s national conditions, CDB draws on international
experience and its own conditions, made concrete efforts to promote
development finance, broke bottlenecks by building the market,
and served national strategies with mid- and long-term financial
services. Remarkable accomplishments have been made, winning
wide recognition for the society.

But, China Development Bank still has a lot of pace to improve,
for example, the company governance, the risk control and
international business etc. CDB is willing to learn from the BRICS
Bank and other international financial institutions and share its
own experience and technologies, in a bid to contribute to the
development of the BRICS Bank and the sustainable growth of
global economy.
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Reform of the International Financial System and the
Future of the BRICS Born Institutions

Oliver Stuenkel!

This analysis will focus on the creation of the BRICS
Development Bank and the BRICS Contingency Reserve Agreement
(CRA) and asks whether the episode implies a significant process of
institutionalization, or if it is little more than “empty symbolism”,
as Eichengreen argues?

While the BRICS grouping had been until 2014 largely
marked by its lack of binding rules, a joint development bank and a
Contingency Reserve Arrangement can be interpreted as the initial
stage of institutionalized financial cooperation. In addition, it will
require the BRICS countries to develop rules and norms that guide
both initiatives’ actions. For example, how will loans be tied to a
monitoring and surveillance mechanisms and policy conditionalities?
What will they look like? According to which paradigms will they be
developed, if not following a World Bank-inspired logic? The BRICS’
policy rhetoric leaves little doubt that they are keen to bring upon
change toa global system that nolonger reflects today’s distribution
of power. Do the BRICS aspire to do more than simply occupy
positions of power and leave the system otherwise unchanged?

As Radhika Desai argued after the 5th BRICS Summit in
Durban, 2013,

The Brics countries do have a mortar that binds them: their
common experience, and rejection, of the neoliberal development
model of the past several decades and the western-dominated IMF
and the World Bank that still advocate it.(...) They have long called
for the reform of the IMF and the World Bank only to be meet with
resistance. Rather than waiting, they have decided to act.?

! Getulio Vargas Foundation (FGV)

2 Barry Eichengreen. “Banking on the BRICS*“ Project Syndicate,
August 13, 2014, accessed August 20, 2014, https://www.project-syndicate.
org/commentary/barry-eichengreen-is-bullish-on-the-group-s-new-
development-bank--but-not-on-its-contingent-reserve-arrangement

3 Radhika Desai, “The Brics are building a challenge to western econo-
micsupremacy,” The Guardian, April 2, 2013, accessed June 12,2013, http://
www.guardian.co.uk/commentisfree/2013/apr/02/brics-challenge-
western-supremacy
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Yet what do the BRICS seek to replace the neoliberal
development model with, and what role should institutions like
the BRICS Development Bank and agreements like the BRICS
Contingency Reserve Arrangement play in a world envisioned by
the BRICS? For many thinkers in the Global South, the creation
of both institutions — BDB and CRA — represents a “significant
move by emerging economies to break away from the traditional
donor-recipient model advocated by Western nations for more than
six decades.”! Likewise, Pravin Gordhan, South Africa’s Finance
Minister argued that “we should see the BRICS Bank as part of
a new paradigm to share resources and (...) achieve a win-win
outcome”? But what exactly does that mean in practice?

This article argues that the establishment of more insti-
tutionalized structures, such as the BRICS Development Bank and
the Contingency Reserve Arrangement (CRA), will force the BRICS
to articulate with much greater clarity their fundamental views
on how to achieve financial stability, economic development and
assure a sound future of the global financial and economic system.
As Narlikar argues the creation of these institutions “could be the
first step towards more proactive agenda-setting by the BRICS”,
and a chance for the BRICS to go beyond a reactive stance and
engage more assertively.? It will also force the BRICS to decide
how much they seek to challenge the status-quo.

The question of whether the BRICS will establish new
paradigms in international development and finance relates to a
wider issue of if and how South-South cooperation — a category
to which the BRICS Development Bank belongs — qualitatively

! Rasna Warah, “Africa rises as BRICS countries set up a different
development aid model,” Daily Nation, April 28,2013, accessed June 12,2013,
http://www.nation.co.ke/oped/Opinion/-/440808,/1760878/-/k2cwt4z/-/
index.html

2 David Smith, “Brics eye infrastructure funding through new
development bank,” The Guardian, March 28, 2013, accessed July 7, 2014,
http://www.guardian.co.uk/global-development/2013/mar/28 /brics-
countries-infrastructure-spending-development-bank

3 Henry Mance, “Global shift: A bank of and for the Brics is in the
air,” Financial Times, September 23, 2012, accessed June 12, 2013, http://
www.ft.com/intl/cms/s/0/63400496-024f-11e2-8cf8-00144feabdcO.
html#axzz2TV0h9qg4
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differs from North-South cooperation. Many analyses of South-
South cooperation are based on the implicit and somewhat
vague assumption that South-South cooperation would be less
exploitative than North-South cooperation; and, the belief that
economic interactions between states of the South would be more
responsive to the development needs of the South. The idea of
South-South cooperation evokes a positive image of solidarity
between developing countries through the exchange of resources,
technology, and knowledge. According to that narrative, South-
South cooperation aims to discover and exploit the principle of
“complementarity” in production, consumption, trade, investment,
and technological and development cooperation. These processes
may in turn generate forward and backward linkages, which
eventually may produce positive synergies across Southern
economies.! As a consequence; there is strong enthusiasm for the
BRICS Bank, particularly among African policy makers.

However, this narrative is not entirely uncontested. For
example, critics of the assumption that South-South cooperation
and the rise of the BRICS are always beneficial for all those involved
have pointed to what they call the BRICS’ “Scramble for Africa”,
indicating that South-South cooperation is increasingly similar to
economic interaction between the North and the South as emerging
powers such as Brazil, India and China are transforming themselves
into major poles of the global economy, and as disparities within the
Global South increase.? As Bond writes, like the Africa Conference
in Berlinin 1884-85, the 5th BRICS summit that took place in March
2013 in Durban — during with the BRICS decided to create their
own development bank — sought to “carve up Africa”, unburdened
by “Western” concerns about democracy and human rights.

L“Conference Report of Southern Providers South-South Cooperation:
Issues and Emerging Challenges,” RIS, last modified April, 2013, http://ris.
org.in/publications/reportsbooks/662

2Paul Ladd, “Between a rock and a hard place,” in “Poverty in Focus —
South-South Cooperation: The Same Old Game or a New Paradigm?,”
International Policy Centre for Inclusive Growth 20 (2010): 5, accessed July
8, 2014, http://www.ipc-undp.org/pub/IPCPovertyInFocus20.pdf

3 Kevin Gray and Craig N. Murphy, “Introduction: rising powers and
the future of global governance,” Third World Quarterly 34, no. 2 (2013):
accessed July 10, 2014, doi:10.1080/01436597.2013.775778
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This debate is not new. Prior to the 2nd BRIC Summit in
Brasiliain 2010, Rathin Roy, head of IPC-IG, a joint project between
UNDP and the Brazilian government to promote South-South
Cooperation, asked:

Will the rise of the emerging economies portend just a broadening
of the “great game”, the only result being a little more elbow room for
developing countries in their engagement with the G-20 economies?
Or will the global South seize this opportunity to forge a new and
more inclusive paradigm that secures faster and more sustainable
development for all citizens?(...) Can we look forward to exciting
paradigm shifts in the discourses on global trade, aid, development
cooperation and the rhetoric of best practice? Will emergent regional
and global plurilateral groupings afford new avenues for effective
development cooperation?!

The BRICS Development Bank

In 2011, during the 3rd BRICS Summit in Sanya, a study
group was put together comprising representatives of the BRICS
respective development banks with the goal of discussing ways to
strengthen cooperation amongst them.?

During the 4th BRICS Summit in New Delhi in 2012, the
Framework Agreement on Financial Cooperation within the
BRICS Interbank Cooperation Mechanism was signed by member
countries’ development banks with the goal of facilitating further
consolidation of trade and investment ties. Equally importantly,
leaders agreed to study the possibility of a joint development
bank. In the following 12 months, a group of policy makers from
each country’s Ministries of Finance and Foreign Affairs convened
regularly and wrote a viability report, which was presented a
year later, during the 5th BRICS Summit in Fortaleza. There, the

! Rathin Roy, introduction to “South-South Cooperation: The Same
Old Game or a New Paradigm?” International Policy Centre for Inclusive
Growth 20 (2012): accessed July 10, 2014, http://www.ipc-undp.org/pub/
IPCPovertyInFocus20.pdf

2 “BNDES signs agreement with BRICS development Banks,” BNDS,
April14,2011,accessedJunel2,2013,http://www.bndes.gov.br/SiteBNDES/
bndes/bndes_en/Institucional /Press/Noticias/2011/20110414 BNDES
BRICS.html
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BRICS decided to move ahead and begin the process of setting up
the institution:

Following the report from our Finance Ministers, we are
satisfied that the establishment of a New Development Bank is
feasible and viable. We have agreed to establish the New Development
Bank.!

The new institution would be aimed at “mobilizing resources
for infrastructure and sustainable development projects in BRICS
and other emerging economies and developing countries”. This will
make the BRICS Bank the first large multilateral lender to emerge
since the European Bank for Reconstruction and Development
in 1991. In addition, the BRICS’ respective national development
banks signed the “BRICS Multilateral Cooperation and Co-
financing Agreement for Sustainable Development”, which seeks to
strengthen coordination and the exchange of information between
the development institutions in the five countries.? However, few
details were revealed regarding how much each country would
pay: “Theinitial contribution to the bank should be substantial and
sufficient for the bank to be effective in financing infrastructure”
the 2013 eThekwini Declaration reads.? Finally, at the 2014
Fortaleza Summit, the final declaration declared that

The Bank shall have an initial authorized capital of US$ 100
billion. The initial subscribed capital shall be of US$ 50 billion,
equally shared among founding members. The first chair of the
Board of Governors shall be from Russia. The first chair of the Board
of Directors shall be from Brazil. The first President of the Bank
shall be from India. The headquarters of the Bank shall belocated in
Shanghai. The New Development Bank Africa Regional Centre shall

1 “BRICS and Africa: Partnership for Development, Integration and
Industrialisation, eThekwini Declaration,” (paper presented at Fifth BRICS
Summit, Durban, March 27, 2013), art.9.

2Eduardo de Proft Cardoso, “BNDES and other development banks in
the BRICS sign cooperation agreements,” XING, last modified April 25,2013,
http://www.xing.com/net/brasilienpv/finanzierung-finance-767971/
bndes-and-other-development-banks-in-the-brics-sign-cooperation-agree
ments-44033015/44033015/#44033015

3 “BRICS and Africa: Partnership for Development, Integration and
Industrialisation, eThekwini Declaration,” art. 9.
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be established in South Africa concurrently with the headquarters.
We direct our Finance Ministers to work out the modalities for its
operationalization.!

Towards institutionalization

This development was highly significant, for it was the first
step towards institutionalizing the BRICS grouping, fundamentally
altering its characteristics of a non-binding, informal consultation
group.

Interestingly enough, the initial intellectual impetus for the
BRICS Development Bank came from the Global North. Over the
past years, Nicholas Stern, Joseph Stiglitz, Amar Bhattacharya, and
Mattia Romani have campaigned globally for a new bank — and it
was largely based on their proposals that the Indian government
chose to promote the issue within the BRICS framework in 2012,
the year of the 4th BRICS Summit in Delhi. At the heart of their
argument was the fact that many developing countries currently
have large foreign exchange reserves and the question is whether
these reserves can be beneficially pooled so that more of the savings
can be invested rather than hoarded.

As the four economists point out,

A new development bank is clearly needed. The infrastructure
requirements in emerging-market economies and low-income
countries are huge — 1.4-billion people still have no reliable
electricity, 900-million lack access to clean water and 2.6 billion do
not have adequate sanitation. About 2 billion people will move to cities
in the next 25 years. Policy makers must ensure the investments are
environmentally sustainable. To meet these and the other challenges,
infrastructure spending will have to rise from about $800 billion to at
least $2-trillion a year in the coming decades or it will be impossible
to achieve long-term poverty reduction and inclusive growth.?

Many emerging markets and low-income countries require
a major step increase in infrastructure investment to alleviate

12014 BRICS Fortaleza Declaration; http://brics6.itamaraty.gov.br/
media2/press-releases/214-sixth-brics-summit-fortaleza-declaration

2Qliver Stuenkel, “China Development Bank: A model for the BRICS,”
Post-Western World, May 21, 2013, accessed June 12, 2013, http://www.
postwesternworld.com/2013/05/21/china-development-bank-a-model-
for-the-brics-bank/
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growth constraints, respond to urbanization pressures and meet
their crucial development, inclusion and environmental goals. In
2009, the World Bank estimated that Africa needs to invest 93
billion US-dollars in infrastructure every year to meeting national
development targets.! The scale of infrastructure necessary to
foster growth, overcome poverty and promote environmental
and climate responsibility in emerging and developing countries,
which are rapidly urbanizing, requires aroundltrillion US-dollars
a year, in investment over the coming decades.2 In April 2012,
shortly after the 4th BRICS Leaders’ Summit, where the Bank
was first proposed, Romani, Stern and Stiglitz argued that such a
new institution was “an idea whose time has come for a world in
which emerging market and developing countries are becoming
the drivers of growth and the drivers of savings.”?

One institution studied carefully by the committee was the
Latin American Development Bank (CAF), an 18-nation institution
that funds more Latin American infrastructure than the World
Bank and the Inter-American Development Bank combined. One
particularly important detail about CAF is that, unlike the rest of
the multilateral lendersin Latin America, it is the only one financed
almost entirely by the same countries to which it lends.* With the
amendment of CAF’s Articles of Agreement, other Latin American
and Caribbean nations have been incorporated as members with
the same rights as the founding nations.

! Amar Bhattacharya, Mattia Romani and Nicholas Stern, “Infra-
structure for development: meeting the Challenge,” Centre for Climate
Change Economics and Policy (2012), accessed July 8, 2014, http://www.
cccep.ac.uk/Publications/Policy/docs/PP-infrastructure-for-deve-
lopment-meeting-the-challenge.pdf

2Qliver Stuenkel, “China Development Bank: A model for the BRICS,”
Post-Western World, May 21, 2013, accessed June 12, 2013, http://www.
postwesternworld.com/2013/05/21 /china-development-bank-a-model-
for-the-brics-bank/

3 Mattia Romani et al., “Brics bank is a fine idea whose time has come,”
Financial Times, April 5, 2012, accessed July 8, 2014, http://www.ft.com/
intl/cms/s/0/1770£242-7d88-11e1-81a5-00144feab49a.html

% 97% of CAF’s assets are provided by the 16 Latin American and
Caribbean countries that make up its membership, with the remainder from
Spain and Portugal.
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Towards new lending paradigms?

Will the Bank develop lending paradigms that differ from those
created by the World Bank and other established banks? Some
say that the bank will avoid the conditionalities the World Bank
attaches to its loans. And indeed, there is a consensus among the
BRICS that conditionality undermines the principle of sovereignty.

This could lead Western observers to accuse the BRICS
Development Bank of providing “rogue loans” and undermine the
West’s attempts to promote good governance in the developing
world.!

Interestingly enough, the BRICS Bank may also be considered
a failure if it simply replicates the characteristics of the major
development finance institutions. Rhetoric about the new
paradigms of South-South cooperation has generated expectations
that emerging powers of the South have a meaningful contribution
to make in the global debate about development.

As diplomats of the five BRICS countries have argued during
interviews, the BRICS Development Bank will most likely follow
a set of norms and rules that have guided the BRICS countries’
individual development strategies.? Among them is the focus on
mutual benefits without the attachments of policy conditionalities
in governance, economic policy or institutional reform. All BRICS
stress the importance of “national sovereignty” and development
partners’ responsibility for their own long-term development.

Considering that the World Bank already provides conditionality-
free loans in many instances, the BRICS Bank is therefore unlikely
to develop fundamentally new paradigms that could undermine
existing banks such as the World Bank. In fact, Jim Yong Kim, the
World Bank president, welcomed the prospect of a BRICS bank to
help meet infrastructure needs in middle-income countries.?

I Oliver Stuenkel, “In Durban, BRICS seek stronger ties with Africa,”
The BRICS Post, March 27, 2013, accessed July 8, 2014, http://thebricspost.
com/in-durban-brics-seek-stronger-ties-with-africa

2 Interview with diplomats from the BRICS countries, Brasilia, Delhi,
Beijing, Moscow, Pretoria, 2012-2014.

3 Mattia Romani et al., “Brics bank is a fine idea whose time has come,”
Financial Times, April 5, 2012, accessed July 8, 2014, http://www.ft.com/
intl/cms/s/0/1770£242-7d88-11e1-81a5-00144feab49a.html
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The case of aid

BRICs’ philosophies for development financing today may
offer a reliable indicator as to how a BRICS Bank would operate.
Their approaches can be said to differ from those of traditional
donors (OECD-DAC members) in three significant ways.

First, BRICS engagement is founded on the idea of mutual
benefits. Second, they tend to offer noncash financing without any
policy conditionalities. In addition, many BRICS countries’ strategy
is to design financial assistance (aid) to facilitate and complement
foreign direct investment. This includes “tied aid”, a practice
established donors increasingly seek to avoid.! BRICS financing often
complements Foreign Direct Investment (FDI) and comes as part of a
complex “package”, involving multi-year financing including grants,
loans, and lines of credit with various participants.? This makes it hard
to distinguish between aid and FDI projects. As Mwase and Yang
write, China, and at times India, evaluate assistance projecting using
cost competitiveness and completion tie as parameters of success —
radically differing from traditional donors who spend much more
time on feasibility studies, consultations processes with stakeholders,
and environmental safeguards. Finally, the BRICS tend to focus on
micro sustainability of individual projects while traditional donors
care more about long-run debt sustainability.?

Inthisrespect, the new institution would indeed fundamentally
differ from established norms. Regarding aid, the BRICS have
shown reluctance in engaging in major multilateral efforts that can
constrain their freedom of manoeuvre in terms of aid policy. They
have refrained from strongly endorsing any specific development
humanitarian principles that are standard policy for DAC donors
or allowing their discourse on humanitarianism or development to
be shaped by strong connections with other donors.

An interesting exception to this trend has been Brazil’s
embrace of the Good Humanitarian Donorship Initiative (GHD), a

! Noshua Watson et al., “What next for the BRICS bank?” Institute of
Development Studies 3 (2013): 1-4.

2 Mwase N., Yang Y. “BRICs' philosophies for development financing
and their implications” for LICs//IMF Working Paper. 2012.

3 Ibid.
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group of (mostly Western) countries that has agreed to a set of broad
principles to encourage donor accountability and aid effectiveness
in humanitarian action. When asked about this apparent paradox,
Brazilian decision makers point out that there is nothing in these
principles that contradicts the broad ideas they defend about what
humanitarianism should be all about. In private, however, some
of them dismissed Brazilian membership as irrelevant, because
there are no enforcement mechanisms and the guidelines are
vague enough for their own views to fit in comfortably within the
framework. According to them, there is no cost to being a member
of GHD, but some legitimacy benefits.

The BRICS Contingency Reserve Arrangement

While discussions around the 5th BRICS Summit in Durban
were dominated by the creation of the BRICS Development Bank,
another important decision was overlooked by many: The leaders
of the BRICS decided to create a 100 billion US-Dollar Contingency
Reserve Arrangement (CRA) to tackle any possible financial crisis
in the emerging economies. Unlike the BRICS Bank, the idea of the
CRA is relatively recent and was first discussed between BRICS
leaders during a meeting on the side-lines of the G20 in Los Cabos
in June 2012.! The BRICS Finance Ministers and Central Bankers
then began to study the creation of the CRA.2 In the 5th BRICS
Summit Declaration, leaders state that the BRICS finance ministers
and central bankers

“... have concluded that the establishment of a self-managed
contingent reserve arrangement would have a positive precautionary
effect, help BRICS countries forestall short-term liquidity pressures,
provide mutual support and further strengthen financial stability.
It would also contribute to strengthening the global financial safety
net and complement existing international arrangements as an
additional line of defence. We are of the view that the establishment
of the CRA with an initial size of 100 billion U.S. dollars is feasible

! Statement by BRICS Leaders on the establishment of the BRICS-LED
Development Bank, (paper presented at Fifth BRICS Summit, eThekwini,
March 27, 2013).

2 “Achievements lauded as BRICS Summit ends,” The BRICS Post,
March 27, 2013, accessed June 12, 2013, http://thebricspost.com/achieve-
ments-lauded-as-brics-summit-ends/#.UZbisEq-gqd
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and desirable subject to internal legal frameworks and appropriate
safeguards. We direct our Finance Ministers and Central Bank
Governors to continue working towards its establishment”.!

Unlike the Development Bank, the contingency fund requires
far fewer political negotiations, and it can be expected to start
operating sooner. The countries are likely to need a year to pass the
relevant legislation, but policy makers believe that they will be able
toreach a final agreement when BRICS gather in Fortaleza (Brazil)
to allow the bank to start operating in 2015 or 2016.

The set-up of the CRA reserve pool is easier because it needs
no physical structure to operate. Reserves will not be physically
collected in a common fund but will instead be held by national
central banks and earmarked for that purpose. Only in moments
of crisis in one of the member countries’ economies will the
contingency fund begin to operate, acting as a cushion or back-up.
Considering the increasing frequency and magnitude of global
financial crises over the past decades, the addition of another fund
that major countries can rapidly mobilize in times of crisis is bound
to provide investor confidence.

China will contribute a share of 41 billion US-dollars, followed
by Brazil, Russia and India with 18 billion US-dollars each, and
South Africa with 5 billion.2 Worries about an unequal distribution
of power within the arrangement are unfounded because unlike
in the proposed BRICS Development Bank, where voting rights
are established on the basis of the financial contribution of each
country, the vote of China, Brazil, India or Russia will be enough
to authorize the disbursement of funds, making South Africa the
only actor that does not exert full control over the fund.

For several observers, the creation of a 100 billion US-Dollars
contingency relief arrangement is a bid to sow the seeds of an
alternate financial structure for developing countries, arguing that
it could present a direct challenge to the IMF. After the 5th Summit,

1 “BRICS and Africa: Partnership for Development, Integration and
Industrialisation, eThekwini Declaration,” art. 10.

2 “Achievements lauded as BRICS Summit ends,” The BRICS Post,
March 27, 2013, accessed June 12, 2013, http://thebricspost.com/achieve-
ments-lauded-as-brics-summit-ends/#.UZbisEq-gqd

59



the Indian media hailed the created of the CRA as “a major win for
India’s campaign to reform global financial architecture”.

Yet such an interpretation is largely unfounded — for
now. This is mainly so because thel00 billion US-Dollars fund is
relatively small by global standards. The BRICS countries control
almost 5 trillion US-Dollars in international reserves, and if they
were to contribute 16% of their reserves to a contingency fund the
resulting CRA would total 800 billion US-dollars against 780 billion
US-Dollars in resources at the IMF. Of course, a CRA of 100 billion
could be the stepping stone of something far larger, which could
then truly undermine today’s global financial order.

Beyond conditionality?

Conditionality — i.e., giving financial assistance contingent on
the implementation of specific economic and political policies —
isone of the key elements of the IMF’s Articles of Agreement, which
points out that the recommended policies should avoid “measures
destructive of national or international prosperity”. Conditionalities
assure that resourcesare made temporarily available “underadequate
safeguards”. Due to threat of moral hazard, loan repayments would
be at risk without conditions. Therefore, according to the IMF, such
rules are crucial to secure the revolving character of the Fund’s
resources, because they increase the likelihood of repayment.! The
BRICS, several of whom have been recent recipients of aid, have long
criticized the application of conditionalities for a series of reasons. Not
only do they undermine democracy and self-determination, but they
are also a tool for the strong to dominate the weak, considering that
politically weak countries often receive more stringent adjustment
obligations. In addition, the BRICS allege that the IMF often
prescribes the wrong dosage of austerity due to a lack of expertise
and knowledge of the affected economies.?

Supporters of conditionalities argue that it would be wrong to
wholly depict policy conditionalities as a forced treatment for an
unwilling patient. As Vreedland points out, recipient governments
may in fact prefer some degree of conditionality in order to increase

1 Axel Dreher, “IMF Conditionality: Theory and Evidence,” Public
Choice 141 (2009): 233.

2Tbid., 235.
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their domestic bargaining power against factions that oppose
reform. The IMF-imposed sanctions are thus welcomed, and the
institution is used as a “scapegoat” in the domestic debate to push
through necessary measures.!

While it may be true in some instances, the argument that
the IMF imposes conditionalities to maintain its own financial
health is flawed. Dreher points out that the assumption that
conditionality increases the likelihood of repayment has very
little supporting evidence. Governments, he shows, almost always
repay loans eventually, irrespective of whether they implement
the recommended policies or not. More worryingly, accepting an
IMF loan and its policy prescriptions fails to put a country on the
“right track”: the probability of future IMF programs is thus not
decreasing, but increasing with current IMF programs.?

When Asian countries discussed the CMI’s links to the IMF,
they were fully cognizant of the painful experience of the 1997-
1998 crises, and there was a strong consensus that such a scenario
should not be repeated. Stronger still was the perception among
the creditors (mainly Japan and China) that they needed to attach
conditions that the region was not capable of agreeing on.? In the
same way, the BRICS countries turned out to be either unwilling
or incapable of agreeing on a new set of rules.

Towards new paradigms?

While the CRA does not force the BRICS to develop a new
set of rules and norms, they will have to develop rules and norms
which will serve as orienting principles to the BRICS Development
Bank. This will require them to articulate their fundamental views
regarding economic development and financial cooperation.

In the case of the BRICS Development Bank, the BRICS have
begun to implicitly establish these rules as a by-product of their
growing role as donors. As shown above, China and the other

1 James R. Vreeland, “The IMF: lender of last resort or scapegoat,”
Leitner Program no. 3 (1999), in: Dreher, “IMF Conditionality,” 236.

2 Axel Dreher, “IMF Conditionality: Theory and Evidence,” Public
Choice 141 (2009): 251.

3 Henning C. Randall The Future of the Chiang Mai Initiative: An Asian
Monetary Fund? Peterson Institute for International Economics. February
2009.
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BRICS countries are keen to avoid policy conditionalities in the
context of their loans, as this is regarded as undue interference in
other countries’ internal affairs. If the BRICS’ individual strategies
as financers of infrastructure loans is any guide — and there
is reason to believe that this is so — then the BRICS Bank will
operate without many of the policy conditionalities that mark the
way the World Bank operates. This could thus pose a challenge to
the paradigms that guide today’s established financial institutions.

Towhat extent their behaviour may turninto a consolidated and
coherent paradigm that challenges the current Western consensus
depends on whether the BRICS are in fact able to scale their efforts
tolevels that make the BRICS Bank comparable to the World Bank.
This, in turn, not only depends on their future economic growth, but
also on the group’s willingness to find a common denominator and
jointly push for such an alternative paradigm.

This seems far from clear. Brazil, India, Russia and China provide
far more money to the IMF and the World Bank than to the BRICS
Development Bank and the CRA. Russia, for example, is applying
for OECD membership, which will see it adhere to many Western-
dominated standards, particularly regarding aid projects. Provided
that it is granted greater space within the World Bank and the IMF,
Brazil may feel more comfortable engaging in existing institutions
than supporting new institutions. India, for its part, may feel reluctant
to support a BRICS Bank that seems to be dominated by China. South
Africa’s policy makers may also feel growing domestic pressure to
avoid an institutional tie-up with China, especially when African
public opinion turns against China’s growing presence.

Incubating an Alternative Financial Architecture within BRICS

Reform of the international Financial System Series

Akshay Mathur!
Executive Summary
When the BRICS forum was initially created in 2009, it held out
the promise of a different world order, particularly for an alternate
international financial system.

! Gateway House
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From the perspective of geoeconomics, three distinct trends
had converged:

— The western financial system had lost credibility after the
trans-Atlantic crisis;

— Globally trusted benchmarks were being manipulated;

— The western financial system was being misused for
unilateral geopolitical goals.

The author recommends that the BRICS forum incubate new
global institutions and trading paradigmsin a new approach called
— Alternate Financial Architecture.

This six main components of the architecture are:

— A mechanism for enabling trade in local currencies;

— A clearing union for settling trade in local currencies of the
five BRICS economies;

— A re-insurance market for global shipping insurance to
ensure smooth transport;

— A sophisticated trade agreement that includes trade in
services, movement of professionals, and protection of invested
capital;

— A credit rating agency that assessed companies based on
local characteristics of the BRICS economies;

— A benchmark for crude oil pricing that was more reflective
of global energy trade.

Unfortunately, domestic economic and political compulsions
forced the BRICS countries to look inward for many years and
ideas for the Alternate Financial Architecture remained on paper.

Even asthe BRICS countries struggled to cooperate with each
other, individually the five countries continued to respond to global
developments. In particular:

— Emergence of sophisticated trade deals between developing
countries;

— Emergence of new mega-FTAs;

— Emergence of new regional economic communities;

— Emergence of a Chinese Financial Architecture;

— Emergence of other multilateral economic forums.

It appearsthatinlarge measure, the world has already moved
beyond the needs of what the BRICS forum can provide — to itself
or globally. But that is a short-sighted view.
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— Two critical reasons why the BRICS forum remains
important:

— Only other multilateral forum with global heft;

— Opportunity torepresent the middle-income and developing
countries.

Given the opportunity that BRICS forum still has on the world
stage, it is important that priority be accorded to the design of the
Alternative Financial Architecture and that its components be
incubated within BRICS.

There are three impediments to monitor:

e Impediment 1 — Business remains a reluctant stakeholder;

e Impediment 2 — Probability of getting co-opted by the West;

e Impediment 3 — Risk of a Chinese Financial Architecture.

There are three catalysts for consideration:

e Catalyst 1 — Address global challenges together;

¢ Catalyst 2— Manage transnational business projects jointly;

e Catalyst 3 — Government support is critical in key areas;

e Catalyst 4 — Institutionalize regulatory mechanism.

The economic genesis of BRICS

When the BRICS forum was initially created in 2009, it held out
the promise of a different world order, particularly for an alternate
international financial system. The five countries came together
amidst growing frustration with the western financial system that
was being misguided and misused by the rich western countries.

Atinception, western political leaders, economists and scholars
sneered at the unlikely forum, calling it an investment banker’s
suggestion taken too far (referring to Jim O’Neill’s 2001 paper for
Goldman Sachs that originally coined the term).

At the time, legitimate incompatibilities were exposed.
Geopolitically, they had never spoken with one voice, at least not
deliberately, on any issue: Arab upheavals, Ukraine, Iran etc.
Geoeconomically, the economies were too diverse to integrate —
Brazil and Russia are energy dependent economies, China is a
manufacturing economy and South Africa and India are service-
driven. They are also all geographically disparate. Many of these
incompatibilities remain.

Over time, the BRICS countries had hoped that these
incompatibilities would be overshadowed by the latent economic
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synergies. All economies were facing socio-economic unrests and
needed to create jobs quickly. They had young internet-savvy
populations that were waiting to be capitalized. Each economy
was modernizing and integrating economically with the world.
They also had to address global issues such as climate change in
parallel, something that the West did not have to do when they
were developing. The similarities were hopeful.

From the perspective of geoeconomics, three distinct trends
had converged, catalysing the formation as well as the expectations
from the BRICS forum.

First, the western financial system had lost credibility after
the trans-Atlantic crisis. The unravelling of the mortgage-backed
securities market starting in 2007 demonstrated how consumption
and greed were driving the financial system without any heed
to regulations. Many banks failed. Other institutions such as the
credit-rating agencies that survived could no longer be trusted for
sound judgment.

Second, globally trusted benchmarks were being manipulated.
The LIBOR benchmark for interest rates and the BRENT
benchmark for crude oil pricing were found or being investigated
for manipulation between 2013 and 2014. These benchmarks were
present ubiquitously through the global financial system — from
projections on country growth rates to interest payments to current
account deficit calculations. They were so well entrenched that no
one knew how to change them or what to substitute them with, even
though it was universally acknowledged that tampering was taking
placeat the highest levels of management of these global institutions.

Third, the western financial system was being misused for
unilateral geopolitical goals. Economic sanctions on Iran are a
case in point. The US and EU were able to choke countries such as
India and China from paying Iran for oil by blocking SWIFT and
other dollar-based clearing systems. India could not raise insurance
for transporting Iranian crude. It was a stark reminder to all the
countries of the grip western countries have on the global financial
system.

Hope: An Alternative Financial Architecture

This convergence provided the ideal environment for the
BRICS countries to envision a viable alternative for global economic
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leadership. The BRICS Bank and $100 billion Contingency Reserve
were good measures to show tangible support for the forum by all
the five countries.

But more could have been done.

Between 2012 and 2015, the author recommended that
the BRICS forum had the opportunity to introduce new global
institutions and trading paradigms into a new phenomenon which
he titled — Alternate Financial Architecture.

These six main components of the architecture are listed below:

1. A mechanism for enabling trade in local currencies;

2. A clearing union for settling trade in local currencies of the
five BRICS economies;

3. A re-insurance market for global shipping insurance to
ensure smooth movement of goods;

4. A sophisticated trade agreement that includes trade in
services, movement of professionals, and protection of invested
capital;

5. A credit rating agency that assessed companies based on
local characteristics of the BRICS economies;

6. A benchmark for crude oil pricing that was more reflective
of global energy trade.

Unfortunately, domestic economic and political compulsions
forced the BRICS countries to look inward and some of the ideas
for the Alternate Financial Architecture that could have been
considered for the BRICS forum to experiment and incubate
remained on paper.

India had along period of political stasis between 2011 and 2014
until a change in political leadership gave BJP a majority mandate.
China’srepositioning of its economy in 2012 from an export-driven to
a domestic consumption driven economy decelerated the speed with
which it was integrating globally. China, Brazil, Russia and India’s
economy suffered from the aftermath of the western financial crisis
and also a scare on the depreciating value of their currenciesin 2014,
forcing a review of the liberal foreign capital regime. Also, in 2014,
Ukraine and the subsequent economic sanctionsin diverted Russia’s
attention towards its domestic economy.

Clearly, the gumption for experimentation waned and
evolution of the BRICS forum stalled.

66



As a result, the BRICS countries continued to do business
with their traditional economic partners. Europe remains Russia’s
economic partner, South-East Asia and East Asia remain China’s
economic partners, South Africa is still focused on business within
the African continent, Brazil is better integrated in Latin America
than anywhere else, and India remains glued to the US, UK, Europe
as it has always been.

While BRICS was sleeping ...

Even asthe BRICS countries struggled to cooperate with each
other, individually the five countries continued to experiment
with foreign economic initiatives. This indicates that the latent
potential for the BRICS countries to cooperate remains. Some of
these models have already been tested bilaterally. On other issues,
the countries have been forced to create a strategy by the changing
global economic paradigms.

Five global developments are of particulate note here:

Emergence of sophisticated trade deals between developing
countries: The India-ASEAN FTA in services is an example of
how a sophisticated trade agreement can be signed between two
developing regions. As the name suggests, it goes beyond goods to
include agreements on movement of capital, labour and technology.
Such an agreement between the BRICS countries could have been
a game-changer. The western countries have for long resisted the
inclusion of movement of professionals and mutual recognition of
standards with developing countries. But BRICS had the chance
to introduce it.

Emergence of new mega-FTAs: The push for mega FTAs such
as the Trans-Atlantic Trade and Investment Partnership (TTIP)
and the Trans-pacific partnership (TPP) is leaving BRICS behind.
It shows that the US and other western countries are not going to
cede space on the global trading giants table easily. The agreements
are designed to exclude BRICS countries and to capitalize on the
west’s deep harmonization in regulatory standards. Once in play,
it will shift global value chains away from countries like China and
India. China will be the worst affected because it currently benefits
the most from hosting the manufacturing facilities.

Emergence of new regional economic communities: By the
end of 2015, the ASEAN group of nations will come together as
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an ASEAN economic community, only few steps short of creating
an economic union like the EU. This will lead to a harmonized set
of rules and standards for economic integration within the 10
countries. This is a credit to the political leaders of the region who
have incrementally and steadily steered the regional forum into
a formidable economic alliance, gently including new players like
Myanmar. The economic heft of the ASEAN Economic Community
as a whole will be a real counterbalance to economic giants such as
the US, EU, China and India.

Emergence of a Chinese Financial Architecture: China’s
plans for Asian Infrastructure and Investment Bank (AIIB) came
as a surprise to most across the globe. The support for AIIB has
already diffused the energy being put into BRICS Bank. However,
what is less known is that AIIB’s true impact is only apparent
when studied against the One Belt, One Road (OBOR) economic
vision that China has put out concurrently. AIIB is positioned to
play an important role in facilitating transnational payments and
financing development projects included in the OBOR that spans
from Central Asia to South-East Asia. It could be the genesis of a
new Chinese financial architecture in the making that will force
smaller economies to adopt a Renminbi-based financial system.

Emergence of other multilateral economic forums: B20,
the business forum that supports the G20 forum has emerged
as a powerful new forum for global business dialogue. Since its
conception in 2010, the forum has become an important bridge
between business and foreign economic policy. The forum has met
regularly since then on the side-lines of the G20 Summits to advise
world leaders on global economic governance.

There is merit in the BRICS forum ... still

All these developments demonstrate that the global economic
integration was evolving but leaving BRICS countries out. Thus, it
would appear that in large measure, the world has already moved
beyond the needs of what the BRICS forum can provide — toitself
or globally.

But that is a short-sighted view. Two critical reasons why the
BRICS forum remains important:

Only other multilateral forum with global heft: It still remains
the only formidable alternate multilateral forum. The equal
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shareholding of BRICS Bank was an experiment to demonstrate
that the five countries with differing interests can come together to
work on a common mandate. The success of this experiment would
have bigger implications for world order than, say, the success of
AIIB thatisled by one country. It provides competition to the World
Bank and IMF, and can force them to reform, at worst.

Opportunity to represent the middle-income and developing
countries: Too much of the world’s resources are focused on too
few issues and regions. Since 9/11, budgetary allocations and
financial aid have been committed towards securing Iraq and
Afghanistan, stabilizing West Asia, and trying to ease the west out
of the recession. However, much of the world — approximately 70%
of global population — lives in relatively stable, middle-income or
developing countries that are looking to BRICS for new models of
growth and development. China is an obvious and shining example
to them on how best to execute development projects. But other
countries also have much to offer. For instance, Brazil’s success
with socio-economic programs and sustainable development has
important takeaways for both advanced and developing countries.
South Africa’s banking system still remains one of the best in
the world. Russia’s technical prowess, specifically in defence and
space remains unmatched. And India’s eco-system of free private
enterprise, bottom-up development and democracy offers a
valuable model.

Components of the alternate financial architecture

Given the opportunity that BRICS forum still has on the
world stage, it isimportant that priority be accorded to the design
of the Alternative Financial Architecture and its components be
incubated within BRICS.

Immediately, the design of the individual components can be
initiated by:

1.Enabling trade in local currencies: A Multilateral Agreement
on Extending Credit in Local Currencies was signed at the 4th
BRICS Summit in New Delhi in 2012. That must immediately be
activated so that the five local currencies of the BRICS countries can
be made available for trade. China is experimenting with bilateral
currency swaps already and already has 21 such agreements to its
credit.
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2. A mechanism for settling local currencies: If trade is to
be enabled with local currencies, a clearing union to settle the
payments between countries is needed. Here, lessons from the
Asian Clearing Union set up in 1974 (but now practically defunct)
can be learned and improved upon. Such a mechanism will speed
up economic integration between the five countries.

3. A re-insurance market for transport: Shipping and other
transport companies often need billion-dollar insurance schemes to
insure their cargo. BRICS countries can jointly create and manage
a reinsurance market similar to the London-based International
Group of P&I Clubs. Outside of the West, Hong Kong already hasa
deep insurance market that can be leveraged to begin this exercise.

4. A forward-looking trade agreement: Services will play an
important role in all the BRICS countriesin the future. Anew FTA
in services between the BRICS, one that includes movement of
professionals and mutual recognition of standards and regulations,
will give an immediate boost to economic integration. The India-
ASEAN FTA in services can be used as a template.

5. A credit rating agency system: A fair credit rating agency
system can be created based on the local characteristics of middle-
income and developing countries. Russia and China have already
expressed interest publicly by encouraging RusRating and Dagong
Global to create a new framework. Another parallel effort called
ARC s being led by the international consortium of agencies from
Portugal, India, South Africa, Malaysia and Brazil.

6. A global benchmark for crude oil: Since the BRICS forum
is made up of two energy-producing countries and three energy-
consuming ones, an energy benchmark that better reflects the
pricing of crude oil can be unique initiative. Russia already has
benchmarks such as ESPO and India too has commodity markets
that can grow up to provide accurate pricing of energy commodities.

The impediments

Impediment 1 — Business remains a reluctant stakeholder:
Corporate decisions are usually based on profit motives. This is
especially true for businesses in South Africa, Brazil and India
where government’s influence in executive decisions of companies
is minimal. At the moment, firms in all five BRICS countries find
it easier to conduct business with their traditional markets and
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using the dollar-based payment architecture. Unless, there is
external support by the government or a change in business models,
business will be reluctant to take on the costs of transitioning to the
alternative architecture.

Impediment 2 — Probability of getting co-opted by the West:
In 2012, the BRICS countries contributed $75 billion to the IMF to
bailout the European countries. Getting co-opted by the West in their
initiatives or into the existing western financial architecture will make
the formation of the Alternative Financial Architecture difficult.

Impediment 3 — Risk of a Chinese Financial Architecture: The
scale of China’s economy already makes it an outlier in the BRICS
framework. However, the creation of AIIB as a competitor to the
BRICS Bank and the rapid internationalization of the Renminbi
through bilateral currency swaps against a multinational multi-
currency system could diffuse the effort needed by BRICS to
create an Alternative Financial Architecture. Most countries,
including India, are reluctant to shift away from a western financial
architecture for fear of being trapped in a Chinese-dominated one.

The catalysts

Catalyst 1 — Address global challenges together: There is
universal agreement that issues such as Climate Change and
preservation of ecological resources cannot be addressed by one
country alone. This is an opportunity for the BRICS to collaborate
and fund technologies that will help middle-income and developing
countries leapfrog to the next generation of business models and
introduce paradigms for growth that rejuvenate the environment.

Catalyst 2 — Manage transnational business projects jointly:
There are very few instances of successful projects that the
BRICS have managed jointly. One area of common interest could
be collaboration in energy assets. India and China have already
invested in oil fields in Sudan together. Separately, they are
developing LNG infrastructure and the related pricing markets.
Russia and China have a $400 billion gas pipeline deal. Brazil is a
leaderin bio-fuels and in harnessing natural resources for domestic
energy consumption. South Africa, still dependent on coal, is looking
for new sources. These synergies can be utilized for purchasing
energy assets globally, building the required infrastructure, and
selling the energy in the global markets.
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Catalyst 3 — Government support is critical in key areas:
While excessive government support in business may not always be
useful, there are some softer elements of collaboration that require
immediate attention. The onus of funding research and providing
translation services so that business analysts, journalists, scholars,
and the general public in the BRICS countries can understand about
each other and learn from each other, is very important. This role
can only be taken on by the governments and the BRICS forum.
Without this, the BRICS countries will continue to remain alien to
each other.

Catalyst 4 — Institutionalize regulatory mechanism: For
all its faults, the western financial system has also developed
institutionalized monitoring and vigilance mechanisms to deal
with loopholes and manipulation. The manipulation of LIBOR
was quick to be recognized by the authorities and resolved by
the British government. The manipulation of BRENT was being
investigated by the European Commission. The BRICS forum also
needs institutionalized mechanisms for the continuous monitoring
and revaluation of the new financial architecture and its related
instruments.
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CHAPTER 3
SOCIAL PROBLEMS AND QUALITY OF LIFE —
POSSIBLE ISSUES FOR BRICS COOPERATION

Addressing Social Problems

Ari Sitas, Aisha Lorgat!

South Africa’s transition to democracy or its “negotiated
revolution” has been lauded and celebrated. After three hundred
years of colonialism, segregation and Apartheid the fact thatin the
end it could be negotiated proved decisive.

The ANC after 20 years stewardship of the transition, despite
media- frenzy against its governance, still commands 62% of the
electorate and has a robust sway over the aspirations of the black
majority. It would have been expected to achieve its goal of social
cohesion. Yet, there are at least three challenges where social
problems turn into social cleavages that do create social polarisation.

— A Social Challenge

— A Developmental Challenge

— A Deep Structural Challenge

Social problems to social polarisations

The first such area is about livelihoods polarisations: there
is tension and conflict between employers and workers, between
workers and their trade unions, between those formally employed
and casuals commandeered by labour brokers, there is conflict
also between informal workers and traders and municipalities

! University of Cape Town
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and between local and foreign workers and traders, leading to
xenophobic attacks and violence. There is also tension between
the “landed” and the landless. These explode, like in the Marikana
case into violence and into demands for a living wage. The context
of poverty alleviation on the one hand and the perception of an
increase of social inequality on the other has been destabilizing
social relations. The key here is that the social contract between
government, employers, workers and community that defined the
co-determination policy-pillar in the country has been broken.!

The second is around an “undeclared gender war” in the
words of a key woman activist and intellectual in the country.
The more women have gained economic and social rights and
assets, the more they found themselves in the midst of a male and
patriarchal backlash. Violence against them and violence against
children has increased, women-headed households have been on an
exponential growth rate. Furthermore, the HIV/AIDS pandemic
and community responses have strained gender relations and the
persistence of the migrant labour system has placed the extreme
weight of providing social and security networks on elder women
in the countryside.?

! Tn comparison to other BRICS countries, South Africa has the highest
unemployment rate by a significant margin, 25.1% as compared to Brazil
with the next highest at 6.1% (The International Policy Centre for Inclusive
Growth — UNDP [2014] Youth and Employment Among the BRICS).
Furthermore, the official unemployment rate has increased to 26.4% in
the first quarter of 2015, with the expanded definition rising to 36.1%. The
increasing significance of casualization in the labour market is reflected
in the statistics showing that limited duration, or unspecified duration
contracts have increased year on year by 108 000 and 160 000.

2 South Africa is doing very well in comparison to other BRICS
countries when gender equality is measured on the basis of parliamentary
representation by women. There is also parity in terms of enrolment rates
in education and literacy, although this is common to all BRICS partners
except for India, and share of women in non-agricultural wage employment
at 47% is the same as Brazil, lower than Russia (51% and higher than China
(39%) (no data for India). However, when considering maternal mortality
rates for example, South Africa’s performance has lagged behind with
only India having a higher rate. (World Bank Indicators — http://data.
worldbank.org/indicator). Significantly the available data does not measure
the prevalence of violence against women.
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The third is about ”voice” — there is a grassroots perception
that they are not “heard” by those in authority, which leads to
direct forms of action in service delivery protests by precarious
workers and unemployed youth, who target public assets from
schools, libraries and local authority facilities. Increasingly these
lead to attacks on and the looting of foreign owned shopsin order to
be “heard”. The existing systems of participation and consultation
have been put in severe crisis over the past few years. Furthermore,
gangsterism and drugs interweave, shape and malform most
grassroots channels of communication and render community
policing initiatives ineffective.

The fourth is about identity polarisations: South Africa hasnot
found its social, normative and national fabric yet, so it polarizes
easily around race; around specific colour politics (Indians-Zulu,
Coloureds-Africans, Whites-Indians) and ethnicity; it also manifests
itself around foreigners and locals. Not only is the diversity explosive
but the law is often taken away from the state and handed over
violently to community informal justice systems. Whilst on the one
hand drug addiction, alcoholism and gang control increase so is
its opposite in this context a rapid growth of Evangelical, African
Christianity’s, customary rituals and alongside all of that a more
vigorous growth of Islam.

These four cleavage-creating social problems must also be seen
in the light of another dimension — a developmental one.

Developmental challenges

There are a further three developmental challenges:

— Firstly, despite the provision of anti-retroviral medication
and serious efforts to provide preventative health interventions,
achieving improvement in life-expectancy, the health status of the
poorest 20% (overwhelmingly black) of the population is deeply
problematic.!

— Secondly, despite efforts to provide more resources to the
country’s basic education system, the physical and pedagogic

LHIV prevalence is highest in South Africa (although data for Russia and
China is unavailable) and life expectancy is lowest in South Africa at 57. In terms
of health expenditure per capita, Brazil spends the most at US$1 083, followed
by Russia at US$957, South Africa at US$593, China at US$367 and India at
US$61. (World Bank Indicators — http://data.worldbank.org /indicator).
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quality of close to half of the schools in the system remains suspect
and the transition to a hard skills-based system that is pursued
very weak.!

— Thirdly, although the average per capita income places
South Africa high in world rankings, general income and household
income inequalities and its persistence, destabilizes all sociological
factors. There is a limit to how many more people can be put on
social grants as already 31% of all South Africans are grantees.?

Structural challenges

The cleavages around social problems, the challenges around
development must be seen in the light of a deeper structural
transformation that involves five major macro-processes:

1. A Changing Urban-Rural Configuration in SA and Africa
as a whole

There is a serious process of de-peasantisation on the continent
without de-ruralisation. We are in the midst of one of the most pervasive
migrations/diasporas where migration involves a globalisation “from
below” without abandoning the countryside, the homestead or the
village. South Africa is different because there hasnot been a resilient
peasantry in the past and the countryside has been for more than a
century reliant on migrant wages. In our case migration has been
intensified and the rural homestead has not been abandoned. But
South Africa has been a destination of all such migrations.

! According to available data government expenditure on education as
a proportion of total expenditure among the BRICS countries is highest in
South Africa at 19.1% (World Bank Indicators — http://data.worldbank.org/
indicator), while total youth literacy rate (again according to available data
which may be unavailable or only available for particular years) ranges from
81.1% for India (2006 data), which is an outlier to 99.7% for Russia. South Africa
is in the middle at 98.9% with Brazil at 98.6% and China at 99.6%. (UN Inter-
agency and Expert Group on MDG Indicators, Millennium Development
Goals Indicators — http://mdgs.un.org/unsd/mdg/ Data.aspx).

2South Africa’s Gini index measured 65 in 2011, the highest among the
BRICS countries and among the highest if not the highest globally (World
Bank Indicators — http://data.worldbank.org/indicator/SIL.POV.GINI).
Social expenditure as a percentage of GDP is in the middle at 9.7% with
Brazil spending 21.3%, Russia 17.8%, China 5.6% and India 2.6% (data from
2009/2010, ILO Social Security Expenditure Database — http://www.ilo.
org/dyn/sesame/ifpses.socialdbexp).
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2. The Emergence of Unsustainable Urbanisation processes

Cities in Africa have been the fastest growing in the world-
Lagos, Kinshasa and Khartoum leading but Johannesburg, Durban,
Vaal-Vereeniging, Cape Town, PE and East London have been
growing much faster than any capacity to provide infrastructure,
housing and services with major ecological and nutritional
consequences.

3. Environmental

The resource-intensive mining, agriculture and manufacturing
patterns of the country are creating untold environmental strains
which have long-term implications. South Africa’s per capita CO2
emissions, at 9 per cent, are second only to Russia among the BRICS
countries. Energy constraints have been cited as a major obstacle to
economic growth in the short term with continued heavy reliance
on non-renewable resources posing significant long-term risks.
Related to thisis the massive ecological challenge posed by climate
change, and the associated threats to biodiversity and food security.

4. Unsustainable Consumer Culture and Indebtedness

There is by now a strong class interest in the middle class
and the upper middle class for preserving the disparities and
inequalities that constitute South Africa’s central social problem.
Whether white or black in the corporate sector and at the top
echelons of the professions and academic life, the benchmarking of
salary-scales and emoluments has sky-rocketed. In the working-
class, to keep with consumption patterns, indebtedness has
increased, casualization has affected income and wage-demands
have been escalating. This affects systemic regulation and the
“growth-regimes” of BRICS countries to their core.

5. Cultural and Normative Lags

A new articulation with a planetary system of flows (economic,
informational and financial) and its divisions of labour have
outpaced not only skill levels but have outpaced the cultural
resources and capacities to adjust to it. There is a direct impact
on the quality of family life, marriage patterns, new generational
divides and new social problems.

Conclusion

Thereisa very strong social science community in South Africa
that is undertaking world-class research in all of these areas. The
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point is to create transnational networks within BRICS to look at
these areas with the purpose of providing sound policy, insight and
inter-cultural cooperation.

Although BRICS countries are committed to work together
in a growth and development alliance that does not mean to say
that, the countries’ economic, social and political structures are
homologous. India’s dilemmas around identity polarisations are not
the same as South Africa’s; China’s political carapace is not Brazil’s
and Russia’s socio-economy is not the same as India’s.

I have separated the subject-matter into three because from
a South African perspective we need three different but related
networks:

Social Problems, Development, Systemic and Structural Macro-
Processes

Understanding social problems would imply the understanding
of what polarises and what coheres in a given society and may
involve anything from Labour Studies to Race, Identity and
Exclusion.

Development I have used in the narrow sense —i.e.around the
categories relevant for improving the Human Development Index
in the entire BRICS domain. It may be anything from Health to Job
Creation and Labour Market Research.

Finally, the last is about understanding BRICS as a project
within an emerging new world system of interactions and,
within that, high order research on systemic contradictions and
alternatives.

Enhancing Social Equity and Inclusion:
Lessons From the Indian Experience

Harsh Sethi!

Making sense of India has, at the best of times, not been easy,

and not merely because of its size, bewildering social, ethnic,
regional and economic diversity, or even its complicated history.

! Delhi University
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Little surprise that most analysts, Indian or foreign, take refuge in
aphorisms such as, “Every statement about India is both true and
false simultaneously”, the veracity of the statement conditional
on time, context and the part of the country being talked about.

Nevertheless, irrespective of the frame of analysis deployed,
most scholars concur that India’s record as a modern, democratic
republic — unusual amongst post-colonial nations for being able to
sustain a vibrant, electoral democracy and, in the main, maintain
social peace and avert significant breakdowns of law and order —
reflects considerably less success in meeting the basic needs of a
substantial section of its citizenry. Despite the recent experience of
rapid economic growth — notwithstanding the current slowdown
—itis worrying that both wealth and income distribution have been
getting more unequal in recent years, more so because of its social,
ethnic and regional correlates. Both the political and social conflict
implications of a perpetuation of this trend can turn dangerous if
not efficaciously addressed within a manageable time frame.

To state more sharply, worsening indicators of income and
wealth distribution acquire a sharper edge because improved
economic growth has not been accompanied by a commensurate
increase in employment and growth in real wages. Organized
sector employment still accounts for less than ten per cent of the
workforce, leaving a vast majority forced to eke out a living from
anincreasingly unviable agriculture, petty trade and services, and
intermittent contractual employment. Simultaneously, the public
revenue generated by rapid economic growth has not been used
to expand the social and physical infrastructure in a determined
and well-planned way that might enhance social inclusion. There
is still, despite considerable progress, a continuing lack of essential
social services (schooling, basic health care, access to safe drinking
water and improved sanitation, basic housing) for a large section
of the population. It is a matter of national shame that close to
seven decades since independence and after sixty five years of a
democratic republic, India fares poorly on most social indicators
such as longevity, child malnourishment, infant and maternal
mortality, completion rates in elementary education, not just
globally, or in the BRICS cohort, but even in comparison to its
poorer South Asian neighbours.
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This brief note discusses a few recent attempts at speeding
up progress in poverty reduction and ushering in a process of
development that is more socially and economically inclusive,
both through an enhanced allocation of resources for social sector
programmes, a more clearly defined role for involving private
providers and finally, a regime of legally enforceable entitlements
guaranteeing access torural employment, basic education and food.
Even more innovative and daring is the official recognition of the
role of democratic politics — political parties, social movements
and civil society actors — both in educating and mobilizing affected
citizens to demand their rights and for sustaining pressure on the
state to deliver on its commitments.

Integrating growth and development

After averaging between 8 and 9 per cent growth in GDP
for close to a decade (2000-2009), in recent years the figure has
slumped to around 5 per cent, a reflection of both the moderating
of growth in the global economy and the laxity in reforming the
regime of laws and rules which arguably holds back the growth
of Indian business. As indicated earlier, a slowdown in growth
generates huge pressures from influential sections in society to
drastically cut back on budgetary provisions for “what is decried
as wasteful expenditure on unproductive investment” and instead
invest scarce resources in improving physical infrastructure —
power, roads, ports, communication, transportation — and deepen
business-friendly pro-market policies. Unfortunately, much of this
discussion, cast in an either-or mould, sidesteps concerns about the
character of the growth process, most specifically its employment
generation potential, equity and sustainability.

Despite considerable progress in poverty reduction, impossible
without high and sustained growth, it must not be forgotten that
even now close to two-thirds of the workforce is dependent on
agriculture and allied activities, though the sector accounts for a
mere 15 per cent of GDP. Incomes of those dependent on land are
thus low, variable and, in the long-run, unsustainable. The same
holds true of all those engaged in the petty services and trade
sectors. Shifting the workforce, a vast majority under the age of
thirty, to more productive organized sector employment is thus
the only way to both reduce poverty and enhance participation.
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Simultaneously, while shifting the structure of wealth creation
and employment necessarily remains the medium and long-term
goal, new and better policies of social protection and safety nets
need to be crafted for the poor, marginalized and indigent, both to
meet constitutional obligations and ensure social peace. Equally, the
country needs to equip those in the informal sector to be gainfully
absorbed in the modern, organized sector. Or to ask differently: How
should India seek to deploy its public resources for the enhancement
of social welfare and thus enhance the capabilities of its citizens,
particularly those at the bottom of the ladder?

Jean Dreze and Amartya Sen in their path-breaking study,
“An Uncertain Glory: India and its Contradictions, 2013” capture
the dilemma thus. In part this is because our planners remain
divided on how to address both the constructive role of the market
as also the constructive role of the state. The weaknesses on the
former front impact initiative, efficiency and coordination of
complex economic functions. The failure on the latter front has
resulted in a sluggish response in remedying our underdeveloped
social infrastructure, particularly in health, education, sanitation
and so on and in building a system of accountability for public
services. It is the latter which best explains our patchy record on
meeting social development, and thus, social protection targets.
Towards this end, we need to cast a fresh eye on not only our
extant programmes and strategies, but be open to place in Indian
experience in a comparative perspective, and learn from what
others have managed to do.

In comparative perspective

How does the Indian experience compare toits BRICS (Brazil,
China, Russia, South Africa) counterparts. While all these countries
havelarge populations, India is not only much poorer (its per capita
GDP in PPP termsisless than half of China, one-third of Brazil and
a quarter of Russia), but unlike the others which have achieved
near universal literacy in the younger age groups, one-fifth of the
men and a quarter of all women in the 15-24 age group are still
unable to read and write. Fortunately, this is a declining problem.
Far more disturbing is that 40 per cent of its children under five
are malnourished and an astonishing equal proportion stunted. The
data for those with access to potable drinking water and sanitation
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is equally depressing. And while India has the lowest proportion
of urban population in BRICS, though the absolute numbers are
high, it seems ill-equipped to handle these numbers even at the
level of basic housing. The proportion of those living in slums is the
highest, asis the number of those without access to basic goods and
services. All these pose special challenges for Indian policy-makers.

Education: There is little doubt that in the last couple decades
India has made major strides in eradicating basic illiteracy and
increasing the numbers entering schools. A mix of enhanced
budgetary provision (though public expenditure on basic education
isnowhere near the recommended norm of 6 per cent of GDP and
is the lowest in BRICS) as also legislating a Right to Education Act
which guarantees to all children free and compulsory education
till class VIII has helped, as have a multitude schemes to improve
access, retention and learning covering both public and private
providers. Nevertheless, concerns remain particularly about
the quality of education, the need to improve the number and
performance of teachers and to synergize other programmes of
child welfare with schooling.

There are areas of special challenge, above all of how to manage
the diversity of provision in basic education. Unlike other countries
which have moved to near universal schooling primarily by relying
on a public provisioning system (state schools), close to a third of
Indian children study in private schools. Both the public and private
providers reflect variations in ownership, management and quality
of services offered. Intriguingly though, despite charging fees, there
is a growing shift in preference towards private schooling. Little
surprise that many today recommend a system of school vouchers,
leaving the parents free to choose the school they wish to send their
wards to, as a recipe to side-step the defects of the state schooling
system and restore accountability. Such a move would, however,
reduce commitment to public schooling with all its negative
connotations, including enhancing inequality in provision and thus
exacerbating social divisions, since regulating private providers is
considerably more difficult. A balance is critical.

An equally pressing concernrelates to the quality of education
offered, both in the public and private schools, and thus the
preparedness of students completing basic education to acquire
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skills and enhance employability. Currently, India fares poorly
in global PISA rankings. The longer term implications of a poorly
educated and ill-equipped workforce — increasingly young, urban,
mobile and aspirational — for political and social stability can be
easily imagined.

Health: Of all the countries in BRICS, India not only has
the lowest proportion of public expenditure on health, drinking
water and sanitation, it also has the highest private, out-of-pocket
expenditure on health by individuals, barring possibly South Africa.
Equally worrying is the increased trend towards privatization
and marketization of health care, particularly curative services,
which imposes severe public and private costs, most of all for
the poor and malnourished. And though India has an impressive
infrastructure of public health facilities — from the primary to
the tertiary levels — as has also scored some notable successes in
preventive health (viz. eradication of polio), there islittle doubt the
issues regarding health reflect not just low outlays but also poor
public engagement. Debates on health policy, central and state
government budgetary outlays, specific schemes of provision and
insurance are less common, except in specialized circles and those
focused too on tertiary curative services.

The fact of widespread and endemic malnutrition of children,
the low rates of immunization, the poor availability of free/
subsidized basic drugs, absence of health insurance coverage,
particularly for those in the unorganized sector, and many others
similar concerns have yet to acquire a political resonance. This
despite the fact that illnesses constitute the single largest cause of
private indebtedness and that an “unhealthy” populace imposes
severe costs on GDP growth rates, some estimating at as much as 2
percentage points a year. Equally unattended is the growing burden
onnon-communicable diseases like hyper-tension, diabetes, asthma
and soon, alongside the already crippling impact of communicable
diseases like TB and malaria.

Recognizing the “public goods” character of health of the
people demands, first, an enhanced commitment to universal health
care for the country as a whole. In this India needs to learn from
both China and Brazil, in particular the latter which has made
health care a justiciable right. This also implies a policy recognition
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that India’s transition from poor to good health cannot be achieved
by placing primary reliance on private health care and insurance.
Alongside strengthening the public provisioning of curative
services, greater attention needs to given to preventive measures —
immunization, sanitation, public hygiene, pollution control and so
on. Finally, is the role of democratic politics, a realization that an
informed and engaged citizenry is best equipped to bring pressure
on the state to reform and deliver.

Employment and public distribution of food

A third area which has of late witnessed extensive debate has
been the passage of a Right to Employment Act resulting in the
setting up of a National Rural Employment Guarantee Scheme.
Alongside is the recent Food Security Act, making available as a
right specified quantities of food grains (cereals, pulses, cooking oil,
sugar) at subsidized rates to designated sections of the population.
Both the legislations and associated programmes represent a
significant shift in the move towards creating legally justiciable
entitlements for the deprived sections of the population. And
while these moves enjoy broad political support, there is constant
apprehension expressed, particularly by experts, about what is
claimed to be wasteful public expenditure which not only diverts
resources from “productive investment” but also adds pressure on
India’s growing fiscal deficit, a criticism which mounts in a phase
of slowing growth. In addition, there is heated debate on the design
and implementation of these programmes.

Take the NREGS scheme. Against a guaranteed 100 days
per family per year to all those who offer themselves for work at
specified wages, the scheme has delivered an average employment
level of only forty person days per household per year through
an expansion of public works programmes. Nevertheless, despite
its small scale and problems of leakages and corruption, this has
resulted in an increase in rural wages, enhanced awareness,
reduced poverty and added to family income. Since the prime takers
are poor and women, this has also resulted in reduced social and
gender inequality. And where care has been taken about design
and choice of project, there has been accretion to social assets like
roads, public buildings, canal bunding, ponds, small dams and
afforestation.
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Similar concerns mark the functioning of the food security
system, operated through a public distribution system of fair price
shops. The major debate is about targeting — should the scheme
be universal or only for specified groups, the poor. The latter raises
worries, not only because of possible exclusion errors but also
because it does not ensure a requisite buy-in from the better-off
without whose support it is difficult to sustain and improve public
programmes. There is also debate whether the “subsidy” should be
in kind or as a conditional cash transfer to the targeted population,
leaving it free to choose both what it wants and from whom —
public or private provider.

There is little doubt that the existing public distribution
system requires systemic overhaul. Moreover, with an expansion
of the banking network, a major initiative to open a bank account
for all citizens, and the provision of an Aadhar card with a unique
identification system, it is now more feasible to transfer the cash
subsidy to the targeted recipient, cut out middle men and thus
reduce if not eliminate leakages and corruption. There has also
been a substantial improvement, in some states of the country,
in the functioning of the fair price shop based public distribution
system, substantially reducing distribution costs and ensuring that
subsidized food grains reach the targeted individuals, thereby
reducing the burden on the public exchequer. All this enables a
rational choice between systems of delivery — potentially enabling
a system of income support and economic security which can draw
on both.

One can add to the number of schemes initiated by different
governments, at the Centre or in the states, to provide assistance
to the needy or in times of distress. Of particular note in the
recently initiated scheme of extending insurance coverage to
meet medical requirements through bank accounts at a minimal
charge. Of particular note are the Jan Dhan Yojana under which
the government has opened up a zero balance account for each
citizen, and thus enlarging the banking net; the Pradhan Mantri
Suraksha Bima Yojana, an accident insurance scheme at very low
annual premium for all bank account holders; and the Atal Pension
Yojana which is a pension scheme for those in the unorganized/
informal sector. There are, of course, a plethora of existing schemes

91



for the old and indigent, widows and disabled, specified social,
ethnic and economically marginalized, the coverage and extent
of help provided dependent upon the fiscal ability of the state.
What cannot be underscored enough is that social investments
and assistance programmes are not a luxury but a necessity in the
country in which a vast majority of the people are engaged in a
struggle for survival. Enhanced public expenditures on basic health
and nutrition, education and skill upgradation, housing and social
infrastructure, sanitation and pollution control — to list but a few —
while a worthwhile good in themselves, are crucial for the long
term growth, stability and sustainability of society.

A caveat. So far the discussion has dealt with the omnibus
category of the poor, defined in economic terms. Social policy
and programmes simultaneously need to, particularly in a social
stratified counting like India, also factor in distinctions of caste,
ethnicity and region to respond to the prevailing inequalities in
resources, entitlements, skills and social status. The affirmative
action/reservation programmes in education and public sector
employment constitute one attempt to address the social imbalance
and facilitate the evolution of the common citizen, crucial if we have
to temper down feelings of discrimination which, if left unattended,
can considerably add to social strife. There is nevertheless a basic
difference of opinion amongst policy makes on the merits of designing
schemes targeting specified social segments (scheduled castes and
tribes/religions and ethnic minorities/women) as also residents
of backward areas, since these are perceived to aggravate social
divisions by foregrounding the particular over the whole. There is
also apprehension, often well-founded, that such socially targeted
schemes create vested interests keen to perpetuate the special
entitlementsand thus impair the development of common citizenship.

This debate has a special implication for the designing of
research tools and the categories under which data needs to be
collected. Does the measurement of progress by different social
segments and its reporting spur corrective action or does it provide
an empirical grounding to extant feelings of discrimination? Within
the BRICS countries, these challenges are most marked in India and
South Africa, because they, more than others, have attempted to
put in place policies/schemes sensitive to extant social stratification.
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Second, the discussion has so far focused only on broad
parameters, the direction of social policy and expenditure. Given
the inevitable strain on public resources and the competing demand
by different sections for differential treatment, it is critical that
policy makers encourage continuous evaluation and assessment
of all schemes — their efficacy, whether still needed, as also ways
to improve the efficiency of delivery and functioning. In short,
they need to be agnostic in their choice of programme design and
not persist with schemes merely because of legacy considerations
and because removal/reduction of any subsidy is invariably seen
as an attack on entitlements. Simultaneously, while enlarging the
role of market mechanisms, it is important not to give into market
fetishism only because of deepening mistrust in state delivery
mechanisms. Markets, so far, have not proven efficacious in the
equitable allocation of public goods.

It is here that there is great need to both understand and
strengthen exchange between experiences and initiatives
from different countries and not get trapped in false notions of
exclusivity. The Bolsa Familia programmes of Brazil or the complex
of affirmative action programmes specifically incorporating
the multi-racial/ethnic character of South Africa hold many
lessons for a country like India. As does the work on indicators of
measurement. It is instructive that the entire literature of MDGs,
and now SDGs, continues to be dominated by the thinking in the
advanced countries of the West. Surely it is time that the BRICS
collective develop its own position on social policy and social
Indicators. Strengthening research exchange between the BRICS
countries, through an institution of fellowship programmes and so
on, hopefully culminating in the setting up of a BRICS Social Policy
Institute are some suggestions which need serious exploration.

Finally, one cannot but underscore the political nature of all
social policy. It is a troubling fact that all BRICS nations reflect a
lessening commitment to social policy expenditures, preferring
instead a greater reliance on private players and market mechanisms
tomeet their goals despite the greater risk of enhancing inequality
and escalating social strife. This tendency needs to be countered if
the BRICSis to provide a better model of harmoniums development
Debates on choice, design and implementation of programmes need
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to involve local self-government and civil society actors, in short
become mass programmes, to be both effective and generate public
support. Otherwise, they tend to remain technicist discussions in
an exclusive club.

BRICS: Time to Bridge the Gap Between Deliberation and
Actions on Health Agenda

Marina Larionova
Mark Rakhmangulov
Andrei Sakharov
Andrey Shelepov!

Abstract

Health is an indispensable public good. At the national level it
has been manifested in the BRICS governments’ commitment to
scale up health financing, though to a different degree. At the global
level it is evidenced by the international community progress on
the three health-related Millennium Development Goals. However,
despite successes in fighting infectious diseases, child and maternal
mortality, old risks persist and new challenges emerge, resulting
from the 2008 financial crisis, current slack economic growth and
growing economic inequality.

The BRICS face these challenges and have begun cooperation
on health issues. It is important that they build their emerging
health agenda recognizing these challenges, committing to develop
sustainable policy solutions, and cooperating with other actors to
promote effective health governance for change.

To explore how the BRICS contribute towards global health
governance the article first considers the BRICS cooperation (its
institutionalization, discourse, and engagement with other international
institutions) with a focus on health issues. The authors then look into
the BRICS members’ national health systems, challenges and goals.
The article concludes with expectations of the BRICS future health
agenda and its implications for global governance.

! International Organizations Research Institute, National Research
University Higher School of Economics
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Introduction

Health is an indispensable public good. At the national
level it has been manifested in the BRICS and other countries’
governments’ commitment to scale up health financing. At the
global level it is evidenced by the international community’s
progress on the three health-related Millennium Development
Goals, increasingly complex global health architecture, and a
steady expansion of funding for global health in the pre-crisis
decade. However despite successes in fighting infectious diseases,
child and maternal mortality, old risks persist and new challenges
emerge, resulting from the 2008 financial crisis, current slack
economic growth and growing economic inequality. The risks
of pandemics are exacerbated by hyperconnectivity, migration
and antibiotic resistant bacteria (World Economic Forum, 2014,
pp- 12, 22, 26, 31-32). The burden of non-communicable diseases
is aggravated by demographic decline, unhealthy lifestyles and
failure to establish sustainable universal healthcare systems
(World Economic Forum and the Harvard School of Public Health,
2011, pp. 9-11). “Today, changesin the global landscape have bred
five existential challenges for public health actors: the search for
sustainable support; the impact inequitable access to funds has
on individual health (and national health systems — M.L.); the
increasingly obvious mismatch between the structure of “global
health” and its looming priorities; changes in the food supply; and
climate change” (Garret, 2013, p. 2).

Since its inception in 2008 the BRICS has gradually matured
into a global governance actor, which does not come as a surprise
given their increasing weight in the world economy and locomotive
power of the world economic growth. However, the BRICS
increasing role in the global governance system is not a function
of only one variable — their economic growth. Strengthening
cooperation of these countries significantly contributes to the
BRICSincreasing influence. Since the crisis year of 2008 the BRICS
members have been broadening and deepening their coordination
indifferent policy spheres, different formats and at different levels.
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To explore the BRICS capacity to contribute towards global
health governance the article first considers the BRICS cooperation
(its institutionalization, discourse, and engagement with other
international institutions) with a focus on health issues. The authors
then look into the BRICS members’ national health systems,
challenges and goals. In conclusion, the article asserts that as BRICS
share common challenges nationally and globally they should
build their health agenda and thus contribute to both national
development and global governance development, committing to
develop sustainable policy solutions, and cooperating with other
actors to promote effective health governance.

Research Methods

The study employs quantitative and qualitative analysis
drawing on the full set of the BRICS documents accumulated
since the institution inception in 2008. The documentary evidence
base includes 38 documents adopted at the leaders’ summits
and ministerial meetings. (Since BRICS inception 11 summits,
51 ministerial and 35 meetings in other formats have taken place).
The data was used to carry out a study on several parameters.
First, to explore the dynamics of institutionalization, the data on
the number of meetings held in various formats and documents
adopted on the BRICS ever expanding agenda has been compared.

Second, to compare relative significance and dynamics of
priorities in the BRICS agenda content analysis of the BRICS
discourse has been carried out on 11 broad policy areas present on
the institution’s agenda. In the content analysis a text unit could
be earmarked as implementing only one of the 12 priorities, or
uncategorized. Absolute data on the number of symbols denoting
a certain priority in the text of the BRICS documents were
obtained and translated into relative data calculated as the share
of the priority in the total of all texts and expressed in percent.
Comparative assessment was based on the relative data of a specific
priority share in the total discourse.

Third, to assess BRICS capability for global governance
the study has traced the institution performance of the global
governance functions of deliberation, direction-setting, decision-
making, delivery and global governance development. Deliberation
was understood as face-to-face discussions of the members encoded
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in the collective communiques. Direction-setting was defined as
collective affirmation of shared principles, norms and prescriptions.
Decision-making was regarded as credible, clear, collective
commitments with sufficient precision, obligation and delegation.
Delivery was understood as stated compliance with collective
decisions. Global governance development was perceived as BRICS
capability to use other international institutions and create its
own institutions as global governance mechanisms (Kirton, 2013,
p- 37-39).

In the content analysis a text unit could be earmarked as
implementing only one function. Absolute data on the number
of symbols denoting a certain function in the text of the BRICS
documents were translated into relative data calculated as the share
of the function in the total of all texts and expressed in percent.
Comparative analysis of global governance functions performance
relied on the relative data of a certain function share in the total
or annual discourse.

The data on the share of the function of global governance
development in the discourse was substantiated by such indicators
of BRICS engagement with international institutions as the number
of references and mandates delegated by the BRICS tointernational
multilateral institutions, and the number of instruments and
institutions established by the BRICS.

The function of domestic political management is usually
perceived as an increase in prestige and public opinion support
that comes when a country’s actions are publicly acknowledged
in the collective documents (Kirton, 2013, p. 36). In the study
another dimension is considered. BRICS actions which respond
to the member long term priorities, may reap social and economic
benefits, and are viewed as beneficial, are regarded as domestic
political management.

BRICS Institutionalization and Health Dialogue Evolvement

After the first meeting on the sidelines of the G8 Hokkaido
summit when the BRIC leaders agreed on further coordination
on vital economic problems, including the financial sphere and
food security, the institution’s collaborative dynamics have been
constantly increasing. Meetings of the BRIC finance ministers
and central bank governors have become regular. At the first
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meeting in S o Paulo on 7 November 2008 held just before the G20
finance ministers and central bank governors meeting the BRIC
discussed possible scenarios of the financial crisis development,
their countries’ policy responses, and committed to continue to
undertake all necessary steps to lessen the impact of the crisis on
economic activity to sustain medium and long-term growth. In 2009
finance ministers met twice to coordinate positions in the G20. In
Horsham (UK) finance ministers called to study the developments
in the international monetary system, including the role of reserve
currencies and the reforms of the international financial institutions.
At the meeting in London the finance ministers and central bank
governors set a target of 7% for redistribution of quotas in the IMF
and World Bank in favour of developing countries. A practice of
meetings for coordination of positionsin the G20 and other financial
institutions has been established. Finance ministers consult in
standalone meetings and on the sidelines of the spring and annual
meetings of the IMF and World Bank. So far 18 meetings have
taken place and 5 documents have been adopted. Together with the
format of cooperation at the level of ministers and deputy ministers
of foreign affairs, which emerged before 2008, finance ministers
meetings have become an important component of coordination on
financial and economic agenda and preparation of BRICS summits.
In the sphere of agriculture and food security directions
for cooperation set at the first summit in the joint statement on
global food security, were elaborated in the Moscow declaration
of the agriculture ministers on quadrilateral cooperation in the
agricultural sector with particular attention to family farming.
Despite the fact that only four agriculture ministers meetings took
place, elements of accountability in this sphere were established,
a working group was created, working procedures for cooperation
were agreed, the BRICS Strategic Alliance for Agricultural
Research and Technology Cooperation was established, and the
Action Plan for cooperation in 2012-2016 was adopted.
Cooperation between trade ministers was launched in 2011.
Since then six meetings have taken place. Establishment of a contact
group for developing an institutional framework and concrete
measures to expand economic cooperation both among the BRICS
countries and between BRICS and other developing countries was
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announced in the 2011 Geneva Declaration. The Strategy for the
BRICS Economic Partnership has been drafted and is a subject of
consultation between relevant stakeholders.

Health issues had not been included in the BRICS agenda
until 2011. Under the Chinese presidency the BRICS policymakers
explicitly recognized the forum’s potential for developing national
health systems and contributing to global health governance. Thus,
in the Sanya Declaration adopted on 14 April 2011 the leaders for
the first time committed to “strengthen dialogue and cooperation
in the fields of ...public health, including the fight against HIV/
AIDS” (BRICS Leaders, 2011). In the Action Plan adopted on the
same day the leaders agreed to explore several new areas of intra
state cooperation, including global health issues, and to host the first
health ministers meeting in China in 2011 (BRICS Leaders, 2011).
By the time of the Russian second BRICS presidency beginning
four standalone health ministers’ meetings have been held as well
as three meetings on the sidelines of the 65th session of the World
Health Assembly in Geneva, each adopting a communique.

At their first meeting on 11 July 2011 the BRICS ministers
responsible for health adopted the Beijing Declaration emphasizing
theimportance of cooperationin the area of public health both within
the BRICS and with other countries and international institutions.
Highlighting the central role of the WHO in international health
cooperation they stressed the need for its reform. The Beijing
Declaration contains 13 commitments on different aspects of
public health. The actions were primarily aimed at strengthening
domestic health systems through technology transfer. Thus the
parties prioritized “strengthening health systems and overcoming
barriers to access for health technologies that combat infectious and
non-communicable diseases, particularly HIV, TB, viral hepatitis
and malaria; exploring and promoting technology transfers to
strengthen innovation capacity and benefit public health in
developing countries; and working with international organizations
including WHO, the GAVT Alliance, UNAIDS and the Global Fund
to increase access to medicines and vaccines”. Recognizing the
responsibility for health systems improvement in poorer countries
the ministers pledged to “support and undertake inclusive global
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public health cooperation projects, including through South-South
and triangular cooperation” (BRICS Health Ministers, 2011).

The ministers agreed to institutionalize their dialogue on a
permanent basis and launch cooperation of the BRICS Permanent
Representatives in Geneva in order to “follow-up and implement
the health related outcome of the BRICS summit” (BRICS Health
Ministers, 2011). A technical working group was established to
discuss proposals on further cooperation, including on setting
up a BRICS technological cooperation network. It was decided
that an opportunity of holding the next meeting in September
2011 in conjunction with the UN High Level Meeting on Non-
communicable Diseases should be explored. Thus, the dialogue on
health was rapidly institutionalized by the BRICS.

The global community welcomed the inclusion of health issues
in the BRICS agenda. A telling example is Bill Gates’ report to
the G20 leaders at the Cannes summit where he stressed the role
of the rapidly growing countries, such as BRICS, in promoting
development and strengthening public health (Gates, 2011). This
statement was especially important as by early 2011 global health
funding was dominated by the Gates Foundation and the US
Government (Jenks et al, 2013, p. 71). Emergence of BRICS as an
actorin global health governance was perceived by its key player as
an opportunity toreduce the vulnerability of global health financing
stemming from its dependency on a single source or nation.

The decision to hold health ministers’ meetings regularly was
supported by the BRICS leaders at their summit in New Delhi
in 2012. The leaders also highlighted that BRICS countries face
a number of similar priorities in the area of public health such
as ensuring universal access to health services, access to health
technologies, including medicines, reducing costs and the growing
burden of both communicable and non-communicable diseases. In
this regard they supported the BRICS health ministers meetings
institutionalization in order to address “common challenges in the
most cost-effective, equitable and sustainable manner” (BRICS
Leaders, 2012).

The intention of holding the next BRICS health ministers
meeting in September 2011 on the sidelines of the UN High
Level Meeting on Non-communicable Diseases was not realized.
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However, cooperation on health issues among Permanent
Representatives of BRICS countries in Geneva was launched
as agreed in Beijing Declaration. On 22 May 2012, ministers of
health of Brazil, China and South Africa, the Secretary of Health
and Family Welfare of the Government of India and the Russian
Permanent Representative to the UN Office in Geneva held a
meeting on the sidelines of the 65th session of the World Health
Assembly in Geneva. The participants reiterated the importance of
technology transfer to strengthen developing countries’ capacities;
discussed the role of generic medicines in promoting universal
right to health; and committed to develop cooperation in research
and innovation among BRICS countries to improve public health
systems. The technical working group meeting was announced, to
be held within the next months to discuss a plan to advance BRICS
cooperation on health issues and establishment of a technological
cooperation network responsible for moving forward joint work
on such priorities as “food, pharmaceuticals, health and energy as
well as basic research in the emerging inter-disciplinary fields of
nanotechnology, biotechnology, etc.” (BRICS, 2012).

The BRICS representatives agreed to identify thematic work
areas for each country to be discussed and promoted. Procedurally
each country “had toidentify a nodal officer for each area of work,
to work with the lead officer of the country piloting the particular
area of work and to come out with a program of work to advance the
health related cooperation among BRICS countries, in particular
the establishment of the network of technological cooperation”
(Stuenkel, 2013). The outcomes of this work were intended to build
a basis for the next BRICS health ministers meeting (BRICS, 2012).

As agreed in the Delhi Action Plan adopted on 29 March
2012 (BRICS Leaders, 2012), the second standalone BRICS health
ministers’ meeting was held on 10-11 January 2013 in New Delhi,
focusing both on intra BRICS cooperation and collaboration with
other countries. The ministers made 22 commitments, pledging
to address the threats of non-communicable diseases, mental
disorders, tobacco use, tuberculosis, malaria and HIV; strengthen
effective health surveillance; develop bio-technology for health
benefits; and contribute to the achievement of health-related
Millennium Development Goals. They reiterated the priority of
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technology transfer “as a means to empower developing countries”.
Finally, the ministers reaffirmed their commitment on setting
up a BRICS network of technological cooperation (BRICS Health
Ministers, 2013a). Most of the Beijing Declaration commitments
were confirmed by the BRICS health ministers at their New Delhi
meeting.

In line with the mechanism agreed in Geneva the BRICS
countries’ representatives identified thematic areas for further
discussion and elaboration of the final communiqué in the
reports presented in the first day of the meeting (AniNews.
in, 2013). These main thematic areas included: strengthening
health surveillance systems; reducing non-communicable disease
risk factors through diseases prevention, health promotion and
universal health coverage; strategic health technologies, with a
focus on communicable and non-communicable diseases; medical
technologies; invention and development of drugs (Pandey, 2013).
Renewed commitments on establishing the technical working
group and technological cooperation network indicated that there
was scope for further progress on these issues. Nevertheless,
notwithstanding slow progress and absence of tangible financial
commitments BRICS cooperation on health was welcomed by the
UNAIDS Executive Director. Addressing the meeting participants
Michel Sidibe stressed the unique role of the BRICS countries
in disseminating innovation and research in other developing
countries and mentioned that “the BRICS are demonstrating how
health is increasingly a tool of foreign policy and a vehicle for
promoting global health and development for the entire world”
(UNAIDS, 2013).

In spite of the health dialogue’s institutionalization and its
potential value for the BRICS members, health was not on top of
the 2013 BRICS Summit agenda in South Africa. BRICS leaders just
noted the meetings of health ministers in Geneva and New Delhi
and agreed to hold future ministerial and preparatory meetings
in the framework of the South African BRICS presidency (BRICS
Leaders, 2013).

At the same time, the BRICS held their second meeting of
Permanent Representatives on the sidelines of the 66th session of
the World Health Assembly in Geneva in May 2013, thus setting the
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precedent for making the meetings regular. In a joint communiqu
the BRICS countries’ representatives reiterated the technical
working group's focus on the five thematic areas, including, inter
alia, strengthening health surveillance systems and reducing
non-communicable disease risk factors. They also discussed the
World Health Organization report on Monitoring Achievements
of the Millennium Development Goals and agreed that in spite of
the progress being made, much needs to be done if health-related
MDGs are to be achieved by 2015. The BRICS stressed their
resolve to “jointly promote access to affordable, safe, efficacious
and quality medical products through the use of the Agreement
on Trade-Related Aspects of Intellectual Property Rights” and
reiterated their traditional commitment to support the WHO as a
central institution coordinating the global health agenda. Finally,
they emphasized again the importance of technology transfer as a
way to strengthen developing countries’ capacities in the area of
public health (BRICS Health Ministers, 2013c).

As mandated by their leaders, the BRICS health ministers
gathered on 6 and 7 November 2013 in Cape Town for a third
standalone meeting. Again, the emphasis was on strengthening
“intra-BRICS cooperation for promoting health of the BRICS
populations” (BRICS Health Ministers, 2013b). In the absence
of progress on establishing the BRICS network of technological
cooperation, the ministers gave it another push. They also adopted
the “BRICS Framework for Collaboration on Strategic Projects
in Health”. The document has not been made public at the time
of writing this paper; however, some joint strategic projects in
health were proposed by the ministers in their statements following
the meeting. Thus, the Indian Minister of Health and Family
Welfare Shri Ghulam Nabi Azad mentioned several initiatives:
“management of non-communicable diseases, medical education,
pharmaceutical sector, traditional medicines, health research, and...
management of communicable disease like HIV, tuberculosis and
malaria” (India. Ministry of Health and Family Welfare, 2013). With
regard to global health governance the ministers reaffirmed the
central role of the WHO in promoting global health, emphasized
the importance of supporting maternal and child health, and called
on the United Nations member states to “give due consideration
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to health as an important issue in the discussions of the post-
2015 development agenda” (BRICS Health Ministers, 2013b).
Dynamics of the BRICS institutionalization has been high. So far
97 meetings have taken place. Alongside the summits, the foreign
and finance ministers meetings, there are 16 formats, including
cooperation of health ministers, statistical offices, development
banks and antimonopoly agencies. The BRICS have adopted more
than 40 documents on their constantly broadening agenda. There
is a tendency of increase in the number of standalone meetings,
adoption of more documents, creation of working groups and other
mechanisms of coordination.

This general tendency for BRICS rapid institutionalization is
also observed on the health agenda. Four out of seven meetings were
standalone, BRICS health ministers sought to promote their agenda
organizing the work on thematic areas through the technical working
group and the BRICS technological cooperation network. Taking into
account that seven meetings on health resulted in seven documents,
the quality of health dialogue is relatively high. Moreover, the
number of meetings on health issues is the fourth highest of all the
BRICS formats after the foreign ministers’, the finance ministers’
and the central bank governors’, and the leaders’ meetings.

The Place of Health Issues in the BRICS Discourse

In line with the institutionalization dynamics, the share of
health issues in the BRICS discourse has been expanding.

Despite the fact that BRICS is frequently assessed by experts
and practitioners as a political forum, economy (24% of the
discourse) and finance (almost20%) dominate the agenda. Member
states themselves see BRICS as “a major platform for dialogue
and cooperation in the economic, financial and development
fields”, although the share of economy and finance issues has
been decreasing as the BRICS agenda has broadened. The share
of the discourse devoted to political and security issues is about
10% and includes coordination of the countries’ positions on UN
reform, global challenges and threats, and consultations on crisis
situations in the Middle East and North Africa, including the
situation in Syria and the Iranian nuclear program. The share of
political issues in the agenda is increasing since numerous crisis
situations in the Middle East, North and West Africa need to be
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addressed. Dialogue on development is strengthening. Substantial
contribution towards shaping the BRICS agenda on development
was made in the framework of the Brazilian presidency. In 2011
BRICS consolidated its dialogue on agriculture and food security.
Environmental protection, issues of access to energy sources, clean
technologies, renewable energy, energy effectiveness and energy
security are alsoincluded in the BRICS agenda. Thusin 2011 BRICS
reaffirmed their intention to strengthen cooperation in order to
reach agreements in the framework of the Durban Conference, and
to enhance practical cooperation on economic and social adaptation
to climate change. Trade and investment cooperation has become an
inherent part of the agenda as BRICS leaders consistently express
their commitment to the rules of multilateral trading system.

Since 2011 when the BRICS launched their dialogue on health,
its share in the discourse has been growing steadily, reaching the
average of 9.93% in the forum total discourse (the shares of discourse
devoted to the BRICS priority areas by summit are presented in
Figure 1).

The rapid pace of health dialogue institutionalization has not
yet been translated into tangible deliverables for global health
governance, though the discourse has gradually been transforming
from sheer deliberation to decision-making.
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Figure 1. BRICS priorities, 2008-2014, share of characters, %
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Global Governance Functions Dynamics: Time to Bridge the
Gap between Deliberation and Actions on Health Agenda

With BRICS maturation, the balance of global governance
functions of deliberation, direction-setting, decision-making,
delivery and global governance development in the BRICS
documents has changed.

Overall while the deliberation function share has been declining,
shares of delivery and decision-making functions have been rising.
The 2008 documents are dominated by deliberation (46% of the
discourse) and direction-setting (almost 49% of the discourse)
functions, while the share of decision-making amounted to only 5%.
In 2009 the share of deliberation substantially decreased, and the
shares of direction-setting and decision-making rose considerably
to 57% and 18% respectively. In subsequent periods the share of the
decision-making function continued to grow and reached 38.6% in
2011. Dropping to 21%in 2012, in 2013 the share of decision-making
constituted 25%, and jumped to 61.3 % in 2014. The share of delivery
increased from 1.76% in 2009 to 4.01% in 2013 and dropped to 0.5% in
2014. Deliberation and direction-setting shares have declined to 18%
and 20% of the BRICS 2014 discourse respectively.

The high proportion of the global governance development
function in 2010 reflects the BRIC efforts to facilitate the reform
of the IMF and World Bank governance to ensure a shift of
voting power to emerging economies and developing countries.
In addition, the dialogue on concrete steps towards establishing
regional currency arrangements between the BRIC countries was
launched in 2010. The BRIC members agreed to create agricultural
information base system and initiated a number of new sectorial
initiatives: cooperation through development banks, statistical
institutions, competition authorities; work of the business forum
and think tanks.

The balance of global governance functions in the BRICS
discourse on health is similar to the general trends. While the share
of deliberation has been steadily declining, the shares of direction-
setting and decision-making functions have been rising. In 2013
the BRICS health ministers for the first time reported delivery
on previously made commitments. The relatively stable share of
the global governance development function reflects the BRICS
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efforts to further institutionalize its dialogue on health through
establishment of the technical working group and the BRICS
network of technological cooperation. Comparative dynamics of
the global governance functions in the whole BRICS discourse and
discourse on health is presented in Figure 2.
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70% -
60% mGlobal governance development
50% - m Delivery
40% - i Decision making
5 M Direction setting
30% 1 m Deliberation
20% -
10%
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Figure 2. Implementation of global governance functions within
the whole discourse and discourse on health in BRICS documents,
share of characters, %

The number of concrete commitments! made by the BRICS
leaders at the summits has been consistently increasing. The
average number of commitmentsin 2009-2014 totalled 38.5, which
is significantly lower than the G20 average for the period of 2009-
2013. In Fortaleza the BRICS leaders agreed the highest number
of commitments (68) in the history of the institution.

Despite the high dynamics of BRICS health dialogue
institutionalization and its expanding share in the discourse, the
number of concrete commitments made by the BRICS leaders at their

1 A commitment is defined as a discrete, specific, publicly expressed,
collectively agreed statement of intent; a promise by summit members that
they will undertake future action to move toward, meet or adjust to an
identified target. More details are contained in the G8 and G20 Reference
Manual for Commitment and Compliance Coding (available at http://www.
g8.utoronto.ca/evaluations/compliancemanual-110922.pdf).
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summits remains low. The commitment to “strengthen dialogue
and cooperation in the field of ... public health, including the fight
against HIV/AIDS” was registered in the Sanya Summit (BRICS
Leaders, 2011). At the summit in New Delhi the BRICS leaders made
another commitment on health and mandated their health ministers
to address the issues of “universal access to health services, access
to health technologies, including medicines, increasing costs and
the growing burden of both communicable and non-communicable
diseases”, which they described as common challenges for all BRICS
countries (BRICS Leaders, 2012). The 2014 summit also yielded
only one commitment on health stating BRICS determination to
ensure sexual and reproductive health and reproductive rights for
all. Thus, the BRICS leaders have made only three commitments on
health issues so far, which constitutes around 1% of the total number
of the BRICS commitments, being one of the lowest figures among
all majorissue areas. At the same time, the number of commitments
made by the BRICS leaders in other areas has been consistently
increasing. Overall 15 commitments were registered in the BRIC
Leaders 2009 Joint Statement, and 31 commitments were made
at the summit in Brasilia in 2010. The BRICS agenda considerably
expanded and in 2011 the number of commitments agreed by the
leaders amounted to 38. In 2012 it dropped to 32, but in 2013 and
2014 rose significantly to 47 and 68 respectively. Compared to
health, the dynamics of commitments in other areas has been more
positive. Commitments on development, international cooperation,
and international institutions’ reform were made at each of the
BRICS summits. The BRICS also regularly make commitments on
energy, climate change, macroeconomic policy, regional security
and terrorism. One or two commitments were made in areas which
are less conventional for the BRICS agenda, such as information
and communication technologies, human rights, accountability,
culture, sport, and nuclear non-proliferation. The dynamics of all
BRICS commitments is presented in Figure 3.

There is an obvious gap between the BRICS deliberation and
actions on health agenda, which has to be bridged, if the members
wish to maximize their cooperation for strengthening their national
health systems and promoting global health. The latter also requires
productive engagement with relevant international institutions.
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Analysis of the BRICS performance on global governance
development function was substantiated by the data on references
to international organization in all documents. These included a list
of 42 international institutions. The BRICS members consistently
emphasize their commitment to multilateral diplomacy and
cooperation with international and regional organizations. The most
frequently mentioned institution in BRICS documents is the UN.
BRICS countries stressits central role in addressing global challenges
and threats, and call for a comprehensive reform of the UN including
the Security Council. The G20 comes second in terms of the number
references made in the BRICS documents, which is not surprising
given that the BRICS members coordinate their positions on the G20
agenda priorities. Since the reform of the Bretton Woods institutions
remains in the focus of BRICS countries, references to the IMF and
the World Bank make up approximately 12% and 6% respectively.
References to the WTO in the examined period documents amount
to 10%. The number of references to other international institutions
in the BRICS documents varies. 65 references have been registered
in 2009 BRICS documents. The figure dropped to 31in 2010, but then
increased twofold in 2011 reaching 61. It fell again to 54 in 2012 and
amounted to 104 during the South African BRICS presidency. In
2014 this figure peaked at 106.

Within the health policy area the intensity of the BRICS
engagement with international institutions is very stable. Overall 48
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references to the World Health Organization were registered in the
period of 2009-2014. The number of references to other institutions
involved in health governance, particularly the UN, has grown
steadily during the examined period. Thus, health is an area where
the BRICS countries frequently refer to other relevant international
institutions contributing to developing global governance on
health. However, this alignment of positions does not translate into
engagement.

United Nations 22.76
G20

International Monetary Fund
World Health Organization

World Trade Organization

World Bank

United Nations General Assembly

United Nations Conference onTrade and Development

African Union

United Nations Framework Convention on Climate Change

Figure 4. References to international institutions in BRICS documents,
2009-2014, share of the total, %

However, it should be noted that the BRICS coordination with
multilateral institutions considerably differs from the engagement
of the G8 and the G20 with international organizations. The
G8/G20 engagement with international institutionsis characterized
by three modes of interactions: cooperation; delegation of
mandates to implement decisions made at the summits; support of
international institutions’ actions or expression of a collective stance
on specific issues. BRICS practices the latter type. Cooperation
within the framework of key global governance functions or
delegation of mandates to implement decisions made in BRICS
summits has not been registered so far.

110



To enhance their impact on global health agenda, the BRICS
member states should strengthen cooperation with international
and regional institutions, including through consultations in
deliberation, direction setting and decision making, securing
tangible support of the BRICS actions and possible delegation of
mandates to implement commitments.

BRICS Health Agenda: A Case for Domestic Political
Management!

The BRICS countries are critical stakeholders in globalization
and Global Public Goods (Jenks et al, 2013, p. iv) including health.
However, they still face significant health challenges of their own.
Hence there is a predominance of the forum decisions aimed at
building their national health systems capacities through intra
BRICS cooperation. While not ducking the responsibility for
participation in global health governance, the BRICS would make
amajor contribution to creating the global public good of health by
ensuring effective, innovative and inclusive national health systems.
They still have a long way to go in this regard. Despite increasing
health expenditures, scaling up innovation and cooperation in
recent years, the BRICS countries lag behind the OECD average
in many aspects of healthcare, such as access to medical goods and
services, inpatient and outpatient care, etc.

Notwithstanding rapid economic expansion of the recent
years Brazil continues to suffer from the ramifications of
inequalities. Disproportionate regional and ethnic concentration
of poverty significantly limits vulnerable groups’ (such as black
population of the Brazilian Northeast) access to quality healthcare
and undermines their nutritional security. In addition, Brazil is
currently combating the spread of such ailments as HIV/AIDS,
malaria, tuberculosis, as well as non-communicable diseases —
diabetes, high blood pressure, etc. Lifestyle diseases like obesity and
alcohol/substance abuse have become prominent in Brazil as well.
The country has also been subject to frequent outbreaks of yellow

! The chapter uses the latest available data from the OECD Health at
a Glance 2013 Report. The 2012 data on India and China, available in the
OECD Health at a Glance: Asia-Pacific 2014 Report is not included to ensure
data comparability across all BRICS members.
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fever, dengue and dengue haemorrhagic fever, and Severe Acute
Respiratory Syndrome (SARS) (UNHCO, Health Report Brazil).
Despite these problems, however, life expectancy for both men and
women increased by three years between 2000 and 2012, accounting
for a faster than the regional average growth rate. Other key health
indicators also show positive dynamics — maternal and infant
mortality are declining to the regional average values, access to
clean water and sanitation is being improved (WHO, 2015).In 2011
Brazil’s total health expenditure was at 8.9% of GDP — the highest
among the BRICS countries and close to the OECD average of 9.3%
of GDP (OECD, 2013). Per capita health expenditure hasrisen from
$9401in 2009 to $1043 in 2011, which within the BRICS was second
only to Russia’s result (Global Health Strategies Initiatives, 2012).
However, it is still far below the OECD average of $3322 (OECD,
2013). A constitutional obligation in domestic policy, healthcare
is one of the focus areas of Brazil’s international cooperation.
The country’s foreign health assistance amounts to one-sixth
of its total international assistance (which is estimated at $400
million — $1.2 billion in 2010). Brazil mainly engages in technical
assistance activities on such issues as HIV/AIDS prevention and
treatment, food security and access to healthcare in South America,
the Caribbean and lusophone countries drawing on its national
experience (Global Health Strategies initiatives, 2012).

Russia’s population has been in decline since 1990, when it
peaked at 148.3 million (World Data Bank, Russian Federation,
2015) This trend was caused by a fall in fertility and birth rates,
together with a high death rate. While the first two are common
to other countries going through social, economic and political
transition, the death rate in Russia has been significantly higher.
Heavy alcohol and tobacco consumption played a key role in the
life expectancy decline in the early 1990s. The figures for deaths
caused both by non-communicable (including cardiovascular),
and communicable diseases (infectious and parasitic diseases,
tuberculosis) have increased since 1990. The figures for deaths
caused both by circulatory diseases have increased from 618.7
per 100,000 people in 1990 to 801 in 2009. Communicable diseases
death toll has also increased — infectious and parasitic diseases
caused 12.1 deaths per 100,000 people in 1990 while in 2009 this
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figure amounted to 24.0 per 100,000. Tuberculosis was a cause of
death for 7.9 in 100,000 people in 1990, and for 16.8 per 100,000 in
2009 (Popovich et al., 2011). HIV/AIDS remains a threat —in 2009
HIV/AIDS prevalence rate among adults amounted to 1% (CIA, n.
d.). However, with increased health spending by the government,
there are also signs of improvement in the overall health situation
in Russia. Average life expectancy increased by six years in the
period from 2000 to 2012. Infant and maternal mortality rates are
declining. Since 2009 population has been growing steadily though
slowly (World Data Bank, Russian Federation, 2015). Russia spent
6.2% of GDP on health in 2011 (OECD, 2013) — an improvement
over 5.4% of GDP allocated on healthcare in 2009 (OECD, 2011).
Substantially behind Brazil (8.9%) and South Africa (8.5%), as well
as the OECD average of 9.3% of GDP, Russia still has the highest
per capita health expenditure among the BRICS countries — $1316
in 2011 (OECD, 2013). This figure has risen since 2009, when it
amounted to $1040 (Global Health Strategies initiatives, 2012).
However, it is just about one-third of the OECD average ($3322).
Health is one of the priorities in Russia’s international
assistance actions. In 2007-2011 more than 28% of Russia’s ODA was
disbursed in this sphere. However, the level of health spending is
quite volatile ranging from 104.2 million US$ in 2007 (50% of total
ODA) to 61.2 million US$ in 2011 (13%) (UK G8 Presidency, 2013).
India has undergone extraordinary socioeconomic and
demographic changes during the second part of the 20th century.
The country’s total population has almost tripled, while urban
population increased 4.6-fold between 1951 and 2001. In recent
decades India has demonstrated a steady increase in a number of
public health indicators: life expectancy at birth has risen from
58.5 years in 1990 to 66.3 years in 2012, access to drinking water
reached 93% (OECD, 2014). However, despite admirable progress
in addressing communicable diseases such as polio, changes in
Indian society and lifestyles led to a surge in non-communicable
diseases, which are already responsible for about 53% of all deaths.
Up to 64% of the country’s population, especially in rural areas,
still suffer from lack of access to adequate sanitation (OECD, 2014).
Inequalityisa great concernin India. High gender inequality results
in elevated incidence of selective gender abortions, which caused
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the female-to-maleratioin the 0—6-year age group to decline from
0.9451in 1991 t0 0.914 in 2011. Maternal, new-born and child death
figuresin India are among the highest in the world. Although infant
mortality rates have declined from 83 per 1000 live births in 1990
to 44 in 2011, and maternal mortality ratio has reduced from 570
per 100,000 live births in 1990 to 212 in 2007-2009, both indicators
remain high in comparison to the other BRICS countries (WHO,
2013b). Insufficient budgeting exacerbates the situation. In 2011,
India’s total health expenditure to GDP ratio was the lowest within
the BRICS at 3.9% (OECD, 2013). This indicator has experienced
a decline since 2009, when it amounted to 4.2% of GDP (OECD,
2011). India also has the lowest per capita health expenditure
among the BRICS countries — $141 in 2011 (OECD, 2013), a small
improvement over the 2009 result of $130 (Global Health Strategies
initiatives, 2012).

Facing serious challenges at home, India does not prioritize
health within its foreign development assistance agenda. Health
assistance amounts to a small fraction of the total foreign
development assistance expenditure (approximately $600 million in
2010) and includes a limited number of bilateral projects focused on
infrastructure, human resources, capacity building and education
(Global Health Strategies Initiatives, 2012).

China has experienced strong productivity and economic
growth, significant demographic change and socioeconomic
transformation since the launch of the 1978 reform. The country
hasmade great progress in improving people’s health, particularly
in the control of communicable diseases. However, major outbreaks
of HIV/AIDS, hepatitis and tuberculosis as well as the importation
of serious non-endemic diseases remain a risk in the environment
of ever-growing mobility of people and goods. Thus, control efforts
for these diseases are important issues for China (WHO, 2013a).
Despite 30-fold rise in health spending over the last 20 years (5.2%
of GDP in 2011) (OECD, 2013), changing lifestyles resulted in a
sharp increase in deaths caused by non-communicable diseases,
namely malignant neoplasms, heart diseases, cerebrovascular
diseases and chronic lung diseases, responsible for a majority of
deaths in China. Regional inequalities remain a detrimental factor
in public healthcare. For example, the maternal mortality ratio in
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the country’s western regions is still higher than in eastern and
central China. Rapid industrialization has caused environmental
damage, such as air pollution, water contamination, and soil
pollution —resulting in health problems and eventually increasing
the prevalence of certain diseases (WHO, 2013a). As China’s rapidly
growing urban areas experience high environmental pressures
from air-polluting industries, lung cancer becomes one of the most
frequent causes of cancer fatalities — up to 30 percent (OECD,
2014a). Alcohol consumption is increasing at rates above global
average (from 3.4 liters per capita annually in 1990 to 5.8 in 2010),
which is also attributed to the country’s fast economic growth and
elevated household income level. To tackle with these problems
China hasincreased its total health expenditure from 4.6% of GDP
in 2009 (OECD, 2011) t0 5.2%1in 2011 (OECD, 2013). This represents
a largest absolute increase in health spending among the BRICS
countries. Per capita health expenditure also surged from $310
(Global Health Strategies initiatives, 2012) to $432 during the same
period (OECD, 2013). Both figures, however, remain far below the
OECD average.

China’s total foreign assistance expenditure was estimated
at $3.9 billion in 2010. However, health spending comprises only a
limited amount of that sum. China’s health assistance focuses on
health infrastructure, human resources development and malaria
control in Africa and South East Asia (Global Health Strategies
initiatives, 2012).

South Africa is the largest and the most industrialized economy
on its continent. However, it still experiences setbacks in public
health due to the legacy of apartheid. Despite the fact that South
African spending on medical servicesis almost 10 times higher than
the regional average, inequalities within the country persist — a
number of health indicators, such as, access to clean drinking water,
sanitation and childcare are significantly lower in rural areas than in
urban ones (UNHCO, Country Profile South Africa). HIVisa huge
problem for South Africa — HIV/AIDS prevalence among adults
is one of the highest in the world at 17.3 percent as of 2011 (CIA, n.
d.). Infectious diseases are responsible for a majority of deaths in
South Africa (UNHCO, Country Profile South Africa). The country
has the lowest life expectancy among the BRICS countries — 51.6
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years (Global Health Strategies initiatives, 2012). In 2000-2012
average life expectancy increased only by one year, compared to
theregional average of seven years. In terms of maternal and infant
mortality rates South Africa fares much better thanits neighbours,
but much worse than most of the BRICS members, except India
(WHO, 2015b). South African Republic spent 8.5% of GDP on
health in 2011 (OECD, 2013). The ratio has been stable since 2009
(OECD, 2011). Per capita health expenditure has risen from $860
in 2009 (OECD, 2011) to $942 in 2011 (OECD, 2013). South African
healthcare system faces significant funding gaps, with only 56% of
those in need having access to medicines.

However, despite domestic problems South Africa does
allocate resources to health assistance — in 2006 it pledged $20
million over 20 years to the GAVI Alliance. The country continues
to collaborate on health-related initiatives through IBSA (India,
Brazil, South Africa), including a partnership with India in the area
of HIV/AIDS, tuberculosis and malaria vaccine research (Global
Health Strategies initiatives, 2012).

Similar socioeconomic processes, which have defined the
pattern of the BRICS countries’ development for several decades,
condition a number of common health challenges they face. Among
them are: regional inequalitiesin access to and quality of healthcare,
high incidence of non-communicable and lifestyle diseases, and
HIV/AIDS. Given these countries’ sizeable populations, successful
resolution of their domestic healthcare problems would be a
significant contribution to global health and development. Shared
challenges are a good foundation for consolidating cooperation to
help build sustainable national healthcare systems and use the
institution potential for domestic political management.

Conclusion

The BRICS recognize the value of their cooperation for
resolution of shared challenges. The analysis indicates that the
BRICS dialogue on health has positive dynamics. The members
have institutionalized their cooperation on health through regular
ministerial meetings, adoption of specific action plans and creation
of special working mechanisms and institutions. The dialogue
is maturing moving from deliberation to direction-setting and
decision-making. The share of the discourse devoted to health is
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steadily growing. However, commitments are made mainly by the
ministers. Engagement with relevant international organizations
is limited to the expression of a collective stance on specific issues
or support of certain actions and does not include substantive
cooperation through consultations and delegation of mandates.
To make a tangible contribution to global health governance
the BRICS should elevate health agenda to the leaders’ level,
strengthen decision-making and delivery, and change the mode of
their cooperation with relevant institutions from expressing their
collective stance to productive cooperation involving the relevant
institutions such as the UN and the WHO in the full chain of global
governance functions.

With only one leaders’ commitment pledging to ensure sexual
and reproductive health, the Fortaleza summit has not made a
breakthrough in putting health on top of the institution agenda.
However, a positive trend can be detected given the highest number
of socioeconomic commitments in the BRICS history and a mandate
to National Institutes of Statistics and the Ministries of Health and
Education to develop joint methodologies for social indicators. This
isanother small step towards building BRICS cooperation on health
and bringing health firmly into the institution agenda.
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CHAPTER 4
TRADE INTEGRITY OF THE RULES-BASED TRADE
REGIME AND BRICS ROLE

BRICS Economic Cooperation in Post-Bali Era

Zhao Zhongxiu'

Abstract

BRICS economy and the intra-BRICS trade growth have
maintained its momentum compared with world level in the past
15 years. Currently, BRICS economic cooperation has entered into
a new stage, where intra-BRICS trade reached a stable growth,
recent WTO Doha negotiation encounter impasse and on-going
negotiation on mega-agreementsisin flourish, BRICS need to push
forward the current WTO trade negotiation, while explore more
opportunities for further economic cooperation in different fields.

Keywords
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The BRICS cooperation has come into the centre of world’s
attention since its inauguration in 2006. This cooperation has been
evolving and culminated in 2009 with the first BRICS summit
held in the context of global financial crisis. Since then, BRICS
has been gradually developed into a multi-level mechanism for
member countries in international politics and global economy.
With the guidance by BRICS Summits, and support by BRICS
ministerial meetings, intra-BRICS economic cooperation has born
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fruits in various areas. By pushing forward the IMF quota and
governance reform, strengthening multilateral trading system and
advancing Doha Round negotiations, BRICS keeps on improving
global economic governance. One noticeable milestone is the
establishment of the New Development Bank and the Contingent
Reserve Arrangement. As a result, the voice and representation
of BRICS and other emerging market and developing countries
have increased.

Stable Development of BRICS Economy

BRICS economic development has been in line with the world
tendency, but maintained a relatively higher level for the past
15 years, as shown in Figure 1 and 2. Also, intra BRICS trade has
been increasing steadily. However, trade volume tend to maintain
at around 350 billions from 2011 to 2013. This situation underlines
great potentiality that calls for joint effort by all BRICS to initiate
new cooperation scheme to further stimulate their economic
growth.

Figure 1 BRICS GDP Growth Rate (Change from the
Preceding Year)(%)
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Figure 2 BRICS Average GDP Growth vs World (Change from
the Preceding Year) (%)
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Figure 3 Intra-BRICS Trade (billion dollars)
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Data source: UNCTAD, http://comtrade.un.org/data/

Challenges for the BRICS Economies

BRICS in recent years have come up with similar external stress
from the global economy. High possibility of higher interest ratesin U.S.
in 2015 hasalready surge the dollar exchange rate. Thisis especially true
for BRICS members, indicating higher borrowing costs and a possible
outflow of funds to the U.S. Strains in the debt repayment capacity
especially in energy sector may become more evident in Brazil and
South Africa, as well as in countries reliant on oil revenues. The sharp
dollar appreciation entails additional risk management for corporations
and countries with large foreign currency debts.

The “new normal” theory was elaborated by Chinese President
Xi Jinping at the Asia-Pacific Economic Cooperation (APEC) in
Beijing. “A new normal of China’s economy has emerged with
several notable features. First, the economy has shifted gear from
the previous high speed to a medium-to-high speed growth. Second,
the economic structure is constantly improved and upgraded. Third,
the economy is increasingly driven by innovation instead of input
and investment.”! The essence of the “new normal” is not just about
speed. It is more relevant to an improved economic structure that
relies more on the tertiary industry and consumption demand, and
innovation. China’s planned reforms are far-reaching and have the
potential to transform the economy. The reforms could enhance

1 Seek Sustained Development and Fulfill the Asia-Pacific Dream,
Address by Chinese President Xi Jinping To the APEC CEO Summit, 9th
November, 2014. Ministry of Foreign Affairs of the People’s Republic of
China Website: athttp://www.fmpre.gov.en/mfa_eng/topics_665678/
ytjhzzdrsreldrizshyjxghd /t1210456.shtml
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welfare by boosting private consumption and making growth more
sustainable, although the economy could initially slow down to some
extent. While the near-term impact on the rest of Asia is generally
expected to be small, most economies in the region could benefit
from the rising consumption in China.!

Sharp decline in 0il and other commodity prices have had
impact on South Africa, where growth is held back by mining
strikes and electricity supply constraints in 2014. South African
has made efforts to be integrated into global value chains,
manufacturing, agriculture and agri-business, and to a lesser
extent, transport, tourism, and textiles, have benefited the most
from deeper integration.?

The impact of the recent sharp drop in commodity prices on
Latin America’s major economies will have important implications for
their fiscal and external positions going forward. Several commodity
exporters including Brazil will likely experience a significant and
persistent drop in fiscal revenues. Historical evidence suggests that
the deterioration in trade balances will be relatively moderate and
short lived.? However, external adjustment typically does not appear
to be driven by a rise in non-commodity exports, but rather by acute
import compression. Brazil, for instance, had lost about one-third of
their boom-period CTOT* gains by mid-2014, ranging from 1 percent
of GDP to 3 percent of GDP in the same period.’

I IMF Regional Economic Reports: Asia’s Momentum Is Set to Continue,
Last Updated: October, 2014, website at : http://www.imf.org/external/
pubs/ft/reo/2014 /apd/eng/cl_0414.pdf

2 IMF Regional Economic Reports:Sub-Saharan Africa Navigating
Headwinds,April, 2015, website at: http://www.imf.org/external/pubs/
ft/reo/2015/afr/eng/pdf/sreo0415.pdf

3 The Commodity Price Bust: Fiscal and External Implications for Latin
America, http://www.imf.org/external/pubs/ft/reo/2015/whd/eng/pdf/
chap3.pdf

* The CTOT is a chained price index. It is constructed by weighting
changes in prices of individual commodities by their (net) export value,
normalized by GDP. A given increase (drop) in CTOT can then be interpreted
as an approximate gain (loss) in GDP terms.

> The Commodity Price Bust: Fiscal and External Implications for Latin
America, http://www.imf.org/external /pubs/ft/reo/2015/whd/eng/pdf/
chap3.pdf
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In India, the growth forecast is broadly unchanged, however,
as weaker external demand is offset by the boost to the terms of
trade from lower oil prices and a pickup in industrial and investment
activity after policy reforms.!

Sothereis great necessity for BRICS to stay together and explore
for further economic cooperation to secure stable economic growth.
For China’s part, structural adjustment policies are implemented
and with the “One Belt, One Road Strategy” (Silk Road Economic
Belt and Maritime Silk Road Strategy), this could be very possible to
evolveintoa “One Belt, One Road +” strategy and become compatible
with other BRICS members economic development to serve as the
platform to deepen the BRICS cooperation.

The Mega-agreements and WTO in BRICS Perspective

While BRICS countries were still beginning their participation
on the multilateral trading system as members of the WTO, major
players such as the United States and the European Union were
changing their attention from the WTO to the negotiations of
preferential trade agreements, where negotiations of the Doha
Round were at animpasse, despite the success of the Bali Ministerial?

The difference between traditional trade and supply-chain
trade is the one reason why the current mega-agreements diverse
from the WTO trade negotiation. Traditional trade means selling
into one nation the goods that were made in another nation; thus is
mostly about selling things internationally. Supply-chain trade arises
when high-tech firms combine their know-how with low-wage
labour in developing nations, thus is mostly about making things
internationally, although international selling is also important.? As
such, the basic deal in supply-chain cooperation is not “I will keep my

L IMF World Economic Outlook Update: Cross Currents. January, 2015.
Website: http://www.imf.org/external /pubs/ft/weo/2015/update/01/

2 In the field of international trade, Brazil, India and South Africa
were founding members of the GATT. China acceded to the World Trade
Organization — WTO in 2001, after 15 years of negotiations. Russia has only
acceded to the organization in 2012, after 19 years of negotiations, becoming
the last big economy to enter the WTO.

3 Richard Baldwin, WTO 2.0: Global Governance of Supply-chain
Trade, Policy Insight No.64, December 2012, website at http://www.cepr.
org/sites/default/files/policy_insights/Policylnsight64.pdf
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market open if you keep yours open”, but rather “I will offshore my
factories and technologies if you assure my tangible and intangible
assets are protected”. And that is why investor-state dispute
settlement in TTP and TTIP is so important. However, for China
and other BRICS members, their top priorities in trade negotiation
centres more on the market accession and tariff reduction rather than
investor protection. This kind of difference in negotiation priority
explains well of the very existence of the current mega-agreements.

The new rules and disciplines underpinning the rise of supply-
chain trade have been and continue to be written outside the WTO —
primarily in deep mega-agreements. Efforts to harmonize these
new disciplines are taking place in mega-regionals (for instance,
the on-going negotiation of the Trans-Pacific Partnership — TPP
and the Transatlantic Trade and Investment Partnership — TTIP)
and mega-bilaterals that are under negotiation or discussion. As
the Doha Round is unlikely to conclude before 2020 and WTO
engagement in supply-chain issues is unlikely before it does, world
trade governance particularly on supply chain trade is headed
for fragmentation. Specifically, supply-chain disciplines will be
harmonized by mega-regionals and mega-bilaterals that will, on
current trajectory, exclude China and other BRICS members.

(1) Mega-agreements and BRICS

The US and the EU for decades have leaded the negotiations
under the multilateral trading system. With the enlargement of
the WTO and the accession of several developing countries, the
negotiations became more complex. The active participation of
Brazil and India during the Doha Round, especially in agriculture,
leading the developing countries and opposing the propositions of
the US and EU is a good example of how the “old quad” (US, EU,
Canada and Japan) lost its importance and gave place to the “new
quad” (US, EU, Brazil and India with China as a recently acceded
member). This created a new geometry of negotiating power, given
more influence to developing countries, and introducing difficulties
to the US and the EU to impose their position in multilateral
negotiations as happened in all GATT negotiations.

The attention of the US and EU was, thus, drawn to the
preferential sphere, where they could negotiate individually with
other trade partners, achieving to establish new market access and
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drafting new trade rules. This movement helped the proliferation
of preferential trade agreements that is seen today.

These agreements often present rules that go beyond the WTO
framework (WTO-plus rules) asin services or intellectual property
or that deal with subjects outside the scope of the organization,
such as environment, labour clauses, competition and investments
(WTO-extra rules). Each major player presents its own model of
rules regarding the main issues of international trade, proposing
such framework to its trade partners and, thus, expanding the
application of rules that answer to their interests, in a clear exercise
of domination by the rules. The situation raises more concern with
the launch of the two called mega-agreements: TPP and TTIP.!
The agreements propose numerous WTO plus and extra rules
such as enhanced intellectual property protection, regulation of
e-commerce, competition rules, liberalization and protection of
investments, regulation of trade related aspects of state owned
enterprises, provisions on small and medium sized enterprises, rules
of international supply chains, amongst other themes.?

With the mega-agreements and the deadlock of multilateral
negotiations, the position of BRICS in international trade is
threatened. The countries that form the BRICS are outside the
negotiations of the mega-agreements and, consequently, of the
market liberalization that will be achieved and the negotiation of
new rules for 21st century trade. BRICS will have to adapt to a
number of the requirements established by these two agreements
without having participated in the drafting of such rules, and thus,
without being able to impose its own interests and perspectives in
the regulation of such themes.

WTO and BRICS

Now, BRICS are already a political reality and the BRICS
display a solid political unity in favour of reforms in the rules

! See more detailsat https://www.dfat.gov.au/fta/tpp/ ; http://eceuropa.
eu/trade/policy/countries-and-regions/countries/united-states/

2Fergusson, L; Cooper, W.; Jurenas, R.; Williams, B., The Trans-Pacific
Partnership Negotiations and Issues for Congress, Congressional Research
Service Report for Congress, junho de 2013, p. 47-48 and Interim Report to
Leaders from the Co-Chairs EU-US High Level Working Group on Jobs and
Growth, June 2012.
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and structures of the existing international order. However, the
WTO remains as the only forum where the BRICS may exercise
their pressure and influence international trade governance.
It is the one international trade forum where all five countries
participate, allowing all five countries to coordinate their positions,
strengthening their power of bargain. Under the WTO, the BRICS
will be more able to make their interests on the drafting of new
trade rules prevail

Reforming the multilateral trading rules in order to level the
playing field and to reflect a new balance of power, interests, and
viewsis the challenge and main objective of the Doha Round and a
necessary step for the WTO as an institution. The current deadlock
in negotiations underscores the linkages between geopolitical
transformations and the multilateral trading system.! Doha Round
was caught in the middle of a tectonic shift in the global balance of
economic power. The rise of China, Brazil and India, among other
emerging countries, had an impact on the WTO negotiations and
affected the negotiating structure and processes.

Animportant development in recent times is the coordination
among the BRICS in the WTO discussions. The BRICS held trade
ministerial meetings in Sanya (April 2011) and in Geneva during
the 8th WTO Ministerial Conference (December 2011), the ninth
ministerial conference in Bali, Indonesia (December 2013), Sixth
BRICS Summit in Fortaleza, Brazil (July, 2014). From these
occasions, it is possible to identify an emerging BRICS’ outlook on
international trade policy:

(i) Recognition of due rights, equal opportunities and fair
participation of all countries in global economic, financial and
trade affairs; The centrality of the multilateral trading system
and the vital role of the WTO as the guardian of the international
trade regime; the need to strengthening and reforming the
current international trade regime through the conclusion of the

! Braz Baracuhy, Brazilian diplomat-Embassy of Brazil to China,
Former WTO Doha Round Negotiator in Geneva, The Geopolitics of
Multilateralism: the WTO Doha Round Deadlock, the BRICS, and the
Challenges of Institutionalized Power Transition, website at: http://www.
crp.polis.cam.ac.uk/documents/working-papers/crp-working-paper-4-
geopolitics-of-multilateralism.pdf
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Doha Round to address in particular the concerns and interests of
developing countries.

(ii) Support the WTO dispute settlement system as a cornerstone
of the security and predictability of the multilateral trading system
and support BRICS ongoing dialogue on substantive and practical
mattersrelating toit, including in the ongoing negotiations on WTO
Dispute Settlement Understanding reform.

(iii) Recognition of the importance of Regional Trade
Agreements, which should complement the multilateral trading
system, and of keeping them open, inclusive and transparent, as
well as refraining from introducing exclusive and discriminatory
clauses and standards.

(iv) Recognition that the BRICS should play a leading role
in South-South cooperation and aid-for-trade initiatives; the
continuous development of an institutional framework and concrete
measures to expand economic cooperation both among BRICS
countries to further expanding economic, trade and investment
ties and between BRICS countries and all developing countries,
within a South-South perspective;

The BRICS should reactivate the WTO as the major negotiation
forum for international trade regulation. The Ministerial Conference
of Bali was an important achievement that may help this goal.
The conference approved the first multilateral agreement since
the creation of the WTO. Even though what was agreed in Bali
represents just a small part of the Doha package, its success gives
a boost to multilateral negotiations.

Suggestions

The mega-agreements would cause significant losses for the
economies that are not part of these agreements, which will suffer
from losses in their exports and imports and will be isolated from the
creation of rules for new important trade issues. In the meanwhile,
the WTO, which allow all countries to benefit from increasing
larger market access and from the development of consensus based
international trade rules, is the priority for BRICS in the current
world trade governance. This reactivation of the WTO should
also be considered a priority for the BRICS foreign trade policy.
The momentum is favourable, since the post-Bali agenda is being
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discussed, allowing the BRICS to influence the decision on the new
themes of international trade regulation.

Under this scenario, the future for the BRICS economies
needs to find new driving forces through in-depth cooperation.
Large domestic market is one advantage that BRICS can leverage
on. Through closer economic cooperation, BRICS can start by
identify their respective important export and import field. They
all have different factor endowment, and thus the partnership
can be complementary. For the mega-agreements side effect
on BRICS, China and other BRICS members may counter this
exclusion by joining together to form a closer economic partnership
by continuously attract offshored factories with their large
international market.

Forwarding pragmatic cooperation among BRICS. The best
example is the establishment of BRICS New Development Bank
(NDB) and the Contingent Reserve Arrangement (CRA), two
initiatives designed to facilitate infrastructure investment and
prevent external shocks respectively. Besides, there’re over 20
more areas of cooperation, ranging from finance, trade, science &
technology, to public health, agriculture, culture and people-to-
people contact. As a result, the linkage that bounds BRICS countries
together has been significantly tightened, which will in turn greatly
unleash the collective potentials of the five countries and benefit
their people to the same extent. Efforts made by BRICS countries
to further their cooperation have been paying back. Today, the five
countries have turned the investment concept into a new type of
cooperation among emerging economies, which has significantly
lifted their collective status in the international arena.

Take China’s recent strategy for instance. The vision for a
“One Belt and One Road Strategy”, allows the countries involved to
create a three-dimensional and multi-layer transport network that
connects them via land, sea and air. That includes the New Eurasian
Continental Bridge, which is regarded as the “modern Silk Road”,
the China-Singapore Economic Corridor that runs through the
Indo-China Peninsula and the Bangladesh-China-India-Myammar
Economic Corridor that connects China to South Asia. Through this
strategy, China and all other BRICS can be better connected and
this transportation network will help to speed up the intra trade
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growth in the short future. Also, energy cooperation, goods and
service trade, and economic cooperation among BRICS members
will be speed up. This BRICS version of “One Belt and One Road
Plus Strategy” will be part of BRICS grand economic cooperation.

Proposals for the BRICS economic cooperation at multilateral
trade regime could include:

(i) Improvement of market access of goods and services, as well
as reduction of subsidies in agriculture at WTO. Agriculture still
presents higher tariffs and more flexible rules to subsidies, which
harms agricultural exports. The granting of subsidies, because it
affects all exporters, independently of their origin, is traditionally
dealt on the multilateral level. The agricultural market is of great
interest for the BRICS and the WTO constitutes the ideal forum
to discuss the reduction of barriers to these exports.

(ii) Enhancement of the transparent mechanism regarding
PTAs. The WTO needs to better study each clause of the
several PTAs currently in force, analyse the compatibilities and
incompatibilities amongst them and with WTO rules, and discuss
mechanisms to assure coherence of international trade rules,
avoiding the negative impacts of fragmentation.

(iii) Improvement of the mechanisms of notification and special
trade concerns in the Technical Barriers to Trade Committee and
Sanitary and Phytosanitary Committee. These mechanisms are
important to the transparency of these non-tariff barriers, which
frequently constitute significant obstacles to international trade.
Special attention should be given to the issue of private standards
that require new transparency mechanisms in order to avoid
negative impacts on trade.

New Paradigm of International Cooperation

Elena Rogatnykh!

Current situation in world development differs a lot from the
pattern we all got accustomed to in the previous centuries. There
are several main factors that contribute to the crucial change of

! Russian Foreign Trade Academy
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our world. The most important factors are population growth,
environment degradation, the increase in the number of sovereign
statesin the world, formation of the multipolar economy and global
threats development. These new features of our global development
clearly indicate that world economy is facing development
paradigm shift. This shiftis a great challenge for everybody because
it will be necessary to answer a lot of different questions of twenty
first century. And one of those questions will be about the future
development of multilateral international cooperation.

The basic multilateral economic institutions, such as the
International Monetary Fund and the General Agreement on
Trade and Tariffs, were established after the Second World War
to stabilize different spheres of international economic relations.
Nowadays they continue to play a key role in forming the rules of
international cooperation. But the world is changing and this makes
it necessary for these institutions also to change and develop to
meet the modern requirements.

The WTO did a lot to improve predictability and stability
of international trade, to make rules of trade more clear and
transparent. Due to GATT activity trade barriers were significantly
reduced, foreign markets became more open, and all these measures
resulted in boosting international trade. But in many ways this
was a story of the 20th century. The latest round of negotiations
among the WTO members — the Doha Round —is far from success.
The negotiations were supposed to be concluded not later than
1January 2005. But now, ten years later, the work is still in progress.
The main reason of this long work is that it is very difficult for
participating parties to overcome existing contradictions. It is
evident that not all the WTO basic ideas meet the requirements of
many members nowadays. So we have the question: what directions
should the WTO develop in the XXI century to promote the welfare
of the people in the world? The answer to this question is important
for every country. BRICS countries are not an exception.

We can see that BRICS countries worked out the practice of
coordinating their positions in international organizations. Some
common approaches tothe WTO activity could be put forward as well.

My point is that it is high time to think over once more the idea
of fair trade and fair competition. Fair competition could exist among
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equally developed economies. It is very difficult to speak about fair
competition between an economy with well-established production
structures and an economy that is just starting development. This
isa real problem. Many emerging economies worked out their own
ambitious strategies of economic development. But very often it
is practically impossible to create competitive national production
without serious government support of different nature. In many
cases such support could be treated by the WTO rules as violation of
fair competition. At the same time no one has the right to deprive a
country of the right to development. Developing countries should have
achance for creation and development of their technological capacities.

In order to meet the requirement of current situation BRICS
countries could launch a discussion about the legitimacy of the
support of national producersin the situation if the country officially
launches national programs of this or that sector development.
The opportunity to help and protect the development of national
production activities within limited period of time will not destroy
multilateral trade system, but it will be a fair case — fair case for
development for everybody. It could be a real contribution of BRICS
countries to the development of New Paradigm in International
Cooperation.

Trade: Integrity of the rules-based trade regime and BRICS’
role: central role of the WTO, possible creation of a BRICS-wide
market, cooperation within the WTO, G20 and regional economic
structures.

Trade Policy, the WTO and Productive Transformation
Strategies in a Context of Regional and Bilateral Trade
Agreements: Perspectives from South Africa

Nicolette Cattaneo!

Abstract
The BRICS countries need to be innovative in linking trade,
industrial and technology policies for catch-up and development,
particularly with the broadening of WTO rule-making to areas

! Rhodes University
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like services, investment, intellectual property protection and
government procurement. This paper explores South Africa’s
current policy approach on some of these issues and the lessons that
can be learnt for moves to promote deeper economic cooperation
within the BRICS grouping. The paper argues that the BRICS
countries should give pressing attention to the implications for
development policy space of the proliferation of regional and
bilateral agreements arising from the WTO Doha impasse and the
potential impact of the ongoing ‘mega-regional’ FTA negotiations.
In this environment, the expansion of trade and investment
relations among the BRICS countries must take careful account of
the development policy goals and imperatives of the partner states.

1. Introduction

The drafting of a new Trade Policy and Strategy Framework
for South Africa in 2009-2010 coincided with a series of major
events in the world economy, including the international financial
crisis and significant shifts in the balance of economic power
globally. The emergence of China, India and Brazil as major players
in the global economy, and the resulting impact on the balance of
power in groupings such as the WTO and the G20, has fostered
renewed interest in emerging market developing countries and
South-South economic cooperation. In this context the BRICS
grouping has consolidated its presence through the formalisation
of a number of institutional arrangements in the last two years,
including the New Development Bank, the Contingent Reserve
Arrangement, the BRICS Business Council and the Think Tanks
Council. The BRICS countries are developing an agenda to promote
deeper economic cooperation within the grouping and have released
joint position statements on a number of key areas related to the
global economic and financial architecture. Prominent among these
are the 2012-2014 Summit statements which express frustration at
the slow pace of reform of the IMF and World Bank, and strongly
criticise the impact on emerging market economies of the monetary
policy response of developed countries to the global crisis.! At the

! See, for example, the Fourth Summit: Delhi Declaration and Action
Plan, 29 March 2012. [Online] Available at http://brics6.itamaraty.gov.br/
category-english/21-documents/68-fourth-summit
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Sixth Summit in Fortaleza, a BRICS perspective on international
investment agreements emerged, and there is ongoing work on
the development of a BRICS agenda for reform of the WTO and a
revision of key WTO Agreements.!

Notwithstanding their growing influence, it is evident that in
the current global environment the BRICS and other developing
countries need to be innovative in linking trade, industrial and
technology policies for catch-up and development, particularly
with the broadening of WTO rule-making to areas like services,
investment, intellectual property protection and government
procurement. Signs of a re-balancing of economic power globally
have been accompanied by the emergence of a number of trends
and challenges, including the proliferation of regional and bilateral
agreements arising from the WTO Doha impasse, an inclination
towards plurilateral agreements and the potential impact of the
“mega-regional” FTA negotiations. This paper explores South
Africa’s current trade and industrial policy position and its
underlying rationale in this environment, including the country’s
policy approach on some of the new generation trade-related issues
and the trends and challenges noted above. It then considers the
lessons that may be learnt from these perspectives for moves to
promote deeper economic cooperation within the BRICS grouping
as well as emerging BRICS positions and contradictions in some of
these areas.

2. South Africa’s trade policy and strategy framework

Trade and industrial policy in South Africa has, since the late
2000s, been informed by the Department of Trade and Industry’s
2007 National Industrial Policy Framework (NIPF) (Zalk, 2014).
The goals of the NIPF include the diversification of the country’s
productive structure towards non-traditional tradable goods
and services that are competitive in export markets as well as
against imports, the development of a more labour-absorbing
industrialisation trajectory that facilitates the inclusion of previ-

! The statement on international investment agreements is available
at http://brics6.itamaraty.gov.br/category-english/21-documents/227-brics-
perspective-on-international-investment-agreements . On BRICS and the
WTO, see, for example, Thorstensen and Oliveira (2014) and FGV,IPEA and
SAIIA (2014).
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ously disadvantaged people and poorer regions, and support for
the development of Africa’s industrial capabilities (the dti, 2007a:
7). The NIPF document recognises the need for the alignment
and coordination of a range of policy areas in order for industrial
policy to be effectively implemented. These include appropriate
macroeconomic and regulatory policies, relevant skills and
educational policies, infrastructure development and a supportive
technology policy, as well as coordination with other areas of social
policy (the dti, 2007a: 8-9).

In the NIPF, trade policy is viewed as an instrument of
industrial policy. Tariff policy, in particular, is aligned with
sector targeting priorities set out in the annual rolling Industrial
Policy Action Plans (IPAPs). The approach involves the review
and reduction of tariffs on critical inputs into downstream
manufacturing and, where appropriate, their retention or use
in strategic value adding or employment-creating IPAP sectors,
within the limits set by South Africa’s WTO, regional and bilateral
obligations. In such a framework, generalised across-the-board
unilateral or bilateral tariff liberalisation would not be favoured.
Other aspects of the tariff regime under review include addressing
some of the historical complexities of South Africa’s tariff structure
and a critical assessment of the costs and benefits of further
simplification and rationalisation of the tariff book.! Furthermore,
tariff determinationsin the revised trade policy are less ad hoc, and
are based on more detailed sector investigations that consider a
range of factors affecting the entire supply chain. The NIPF further
indicates that export promotion and diversification strategies,
as well as foreign direct investment promotion, should be in line
with industrial policy goals (the dti, 2007a: 29).2 Alongside the
strategic use of tariffs, therefore, the potential use of export taxes
is envisaged to encourage local beneficiation.

The Department of Trade and Industry’s 2010 Trade Policy
and Strategy Framework (TPSF) document (the dti, 2010a) has
two key aspects. Firstly, it proposes a developmental trade policy
in support of the country’s industrial policy framework. The

I The latter is considered further in Section 2.2 below.

2 Investment policy is discussed in Section 2.3.1.
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document reinforces the “strategic tariff policy” outlined in the
NIPF whereby tariff policy is informed by industrial policy and
pursuant to the government’s national development objectives.
The major development goals are identified in the trade policy
document as, inter alia, employment creation, economic growth,
poverty reduction, industrial development and restructuring, and
the promotion of high value added exports (the dti, 2010a). The
second key aspect of the 2010 TPSF is the simultaneous pursuit
of a policy of “strategic integration into the global economy”. The
objective is to participate in the world economy while preserving
sufficient policy space to pursue domestic development goals. There
are bilateral, regional and multilateral dimensions to this position,
a number of which have been elaborated in a subsequent TPSF
update (the dti, 2012).

At the multilateral level, South Africa is committed to the
conclusion of the Doha Round on the basis of the development
mandate, with the principles of special and differential treatment
(SDT) and less-than-full-reciprocity (LTFR) underlying
commitments made by developing countries (the dti, 2012; Ismail,
2012b). The TPSF documents note that lack of progress on the
question of agriculture and increasing pressure on emerging
economies for greater market access commitments in industrial
tariffs and services contributed to the impasse in negotiations from
2008. South Africa’s negotiating objectives in the Doha Round
are specified as the improvement of market access for developing
country exports, the elimination of agricultural subsidies by
developed countries, the re-negotiation of agreements that foster
imbalancesin the rules-based trading system and the appropriate
application of SDT to allow developing countries policy space to
address their development concerns (the dti, 2010a: 33).

The Doha impasse has resulted in a number of trends and
challenges that are highlighted in South Africa’s TPSF update.
These include the pursuit of plurilateral agreements that South
Africa and most other WTO members oppose on the basis that they
erode multilateralism, and lack transparency and inclusiveness.
Another aspect relates to policy prescriptions associated with
the emergence of global value chains, particularly services
liberalisation and trade facilitation. It is argued that participation
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in GVCs should not be divorced from industrial policy and broader
development goals.!

Attheregionallevel, South Africa (asamember of the Southern
African Development Community) is engaged in negotiations
towards a Tripartite FTA (T-FTA) between the three regional blocs
of SADC, the East African Community (EAC) and the Common
Market for Eastern and Southern Africa (COMESA). The T-FTA,
which is due to be launched in June 2015, will begin as a trade-
in-goods agreement based on three pillars: market integration,
infrastructure development and industrial development. This is
in line with South Africa’s “developmental integration” approach
to regional economic integration on the continent (the dti, 2012,
Davies, 2011: 9-10).2 The T-FTA is set to form one of the blocs of
a continental free trade area envisaged in the African Union’s
integration agenda (Cattaneo, 2011c).

Also on the regional front, South Africa is working with its
Southern African Customs Union (SACU) partners on a five-point
work programme that seeks to address some of the outstanding
issuesregarding the implementation of the 2002 SACU Agreement.
The five areas of work are specified in the TPSF update as regional
industrial policy, the revenue-sharing formula, trade facilitation,
SACU institutional development and trade negotiations with third
parties (the dti, 2012: 23-24). As far as SADC is concerned, the
TPSF favours the consolidation of the SADC FTA and a focus on
sectorial cooperation, infrastructure and industrial development,
easing non-tariff barriers, trade facilitation and simplifying rules of
origin (the dti, 2012: 24). It is evident that South Africa is cautious
about moves to deepen SADC into a customs union as initially laid
outin SADC’sintegration agenda, the Regional Indicative Strategic
Development Programme (RISDP). In terms of the RISDP, a SADC
customs union was due to be launched in 2010, a common market
by 2016 and a common currency and monetary union by 2018.3

! This debate is considered further in Section 3.2.
2The rationale for this approach is explored in Section 2.4.

3 Note that all SACU countries are SADC members, but have a deeper
level of integration among themselves (a customs union within an FTA). There
is therefore no inherent conflict between SACU and SADC as such, although
the implications of the EU-Economic Partnership Agreement negotiating
configurations cross-cutting existing regional blocs require careful study.
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The South African Minister of Trade and Industry has referred to
the further development of customs unions as premature and as
constraining countries’ capacity to “use tariffs as instruments for
industrial development” (Davies, 2011: 9-10).!

Similar concerns govern the TPSF approach to inter-regional
and bilateral trade agreements with partners outside the continent.
The strategic approach at thislevelis to negotiate preferential trade
agreements (PTAs)? that may initially be fairly limited, but then
provide an institutional basis from which to develop and consolidate
further relations. Examples include the 2009 SACU-MERCOSUR
PTA and the proposed SACU-India PTA. This approach explicitly
recognises the need to structure trade and investment relations
with developing countries in ways that are sensitive to industrial
development and employment goals. The emphasis is on reducing
non-tariff barriers, investment and export promotion, technology
cooperation and SME development (the dti, 2012: 25). Of major
concern for South Africais the replication of traditional North-South
trading patterns in the country’s trade with emerging economies.
Exportsare dominated by commodities and low value added products,
while imports comprise higher value added manufactured goods
(Bezuidenhout and Claassen, 2013). With the growing significance
of China and India as individual trading partners, South Africa has
signalled its concern about the implications of these trade patterns
for its industrial development goals.

This concern is reflected in the Comprehensive Strategic
Partnership Agreement signed in August 2010 between South
Africa and China. In the economic sphere, the Agreement resolves
toimprove the structure of trade between South Africa and China
in order to achieve a more balanced trading relationship that
promotes trade in higher value-added manufactures. To facilitate
this process, China will encourage investment in the South African

! In a customs union, countries adopt a common external tariff against
external trading partners, losing significant autonomy over national trade
policy. In an FTA or PTA, each country retains its own trade restrictions
against other countries.

,In a PTA, tariff concessions are exchanged but there is not yet free
trade. Contemporary PTAs often now include annexes or chapters on issues
such as trade facilitation and other areas of economic cooperation.
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manufacturing sector to develop value-added production within
the country. According to the Agreement, key focus areas for
cooperation include green economy sectors, agro-processing, skills
development and industrial financing (Beijing Declaration, 2010).
In addition, cooperation in infrastructure projects including roads,
railways, ports, airports and power generation will be promoted.

From South Africa’s perspective, therefore, strategic
integration into the global economy should support industrial
policy at each level by harnessing trade and investment relations
to improve market access for South African products and firms.
In this regard, other African countries have long been a key
destination for the country’s manufactured exports and the
emphasis on this market continues in South Africa’s post-2009
trade policy documents!. There is also a debate about the nature
of trade with traditional (EU) relative to emerging economy
partners. Bezuidenhout and Claassens (2013) find that trade with
the EU is more intra-industry in nature, while trade with emerging
economies is more inter-industry. However, the trade data used
is too aggregated for a suitable analysis of inter- versus intra-
industry specialisation? and a more refined analysis is needed. For
example, Mutambara (2013) examines intra-IBSA trade at a more
appropriate level of disaggregation, and finds that while most trade
isinter-industry, intra-industry trade opportunities do exist, with
some potential for the type of trade expansion that could benefit
industrial development and innovation.?

This discussion underscores the important point that trade
expansion in and of itself does not equate to development (Reinert,
2008). This has implications for NAMA negotiations on industrial
tariffs at the multilateral level, for developing country approaches
toregional integration and bilateral trade agreements, and also for
the prospects for moving towards a BRICS-wide market. South
Africa’s 2012 TPSF update highlights the importance the country

! Edwards and Lawrence (2012) argue that the TPSF does not give
enough emphasis to relations with Africa and emerging economies, but this
appears to be based on a reading of the 2010 TPSF, not the 2012 update.

2 See, for example, Cattaneo and Fryer (2002).
3 See also Onyekwena et al. (2014).
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attaches to its BRICS membership and outlines the main focal
points of its economic engagement with its BRICS partners. These
include reform of the global economic and financial architecture,
including enhanced collaboration in the Doha Round, building trade
and investment relations within the grouping that take account of
industrial policy goals, and supporting BRICS engagement with
the rest of Africain waysthat further the continent’s development
agenda (the dti, 2012: 25).

Notwithstanding the emphasis on Africa and the BRICSin the
TPSF update, the continuing importance of trade relations with the
EU and other developed country partners is highlighted. Current
engagement with the US is concerned with securing an extension
to the African Growth and Opportunity Act (AGOA), with South
Africa working on the development of joint positions with other
sub-Saharan African countries. A limited agreement between
SACU and the US, the TIDCA (Trade, Investment, Development
and Cooperation Agreement), focuses on trade and investment
facilitation issues.!

The 2012 TPSF update notes that outstanding controversies
were hampering the conclusion of the SADC? Economic Partnership

' SACU negotiations towards an FTA with the US commenced in 2003.
However the talks stalled over disagreement on the scope of the agreement,
particularly with respect to trade in services, intellectual property rights
and government procurement (Cattaneo, 2011c). A bilateral engagement
between the US and South Africa, the Trade and Investment Framework
Agreement (TIFA, 1999, amended in 2012), provides another framework for
interaction on trade and investment promotion and facilitation issues.

2 The divisive EPA negotiations in southern and Eastern Africa have
taken place in three configurations thatcontroversially cut across existing
regional groupings. The SADC-EPA group includes the SACU countries
plus Angola and Mozambique. The EAC-EPA grouping comprises Kenya,
Tanzania, Uganda, Rwanda and Burundi. Most other SADC members fall
into the ESA-EPA group. South Africa’s own trade relations with the EU
post- apartheid have been governed by the 1999 Trade, Development and
Cooperation Agreement (TDCA). The TDCA was concluded prior to the
revised SACU Agreement of 2002 under which SACU members undertook
to negotiate future trade agreements as a bloc (Cattaneo, 2011c). South
Africa s participation in the SADC-EPA negotiations will be important in
attempts to harmonise the outcome of the SADC-EPA negotiations with the
SACU common external tariff and the TDCA (Erasmus, 2014).
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Agreement with the EU. Some of the main controversies in the
EPA negotiations included the following: an MFN clause whereby
if a trading partner accounts for more than 1% of world trade then
the agreement with that partner must be extended to the EU; the
legal definition of a party since the SADC-EPA configuration does
not conform either to SACU or to SADC as a legal entity; the use
of export taxes; and better access for South African agricultural
products in the face of continuing EU subsidies. In addition, EU
pressure for full and comprehensive EPAs covering investment,
intellectual property rights, services, competition policy and even
public procurement has also been extremely divisive.

The SADC-EPA negotiations were finally concluded in July
2014. The controversial MFN clause will evidently apply to new
agreements concluded between the SADC-EPA group and Brazil,
China, India and the US (Erasmus, 2014). This has implications
for future trade agreements between South Africa and most of
its BRICS partners. On the other hand, by the end of the TDCA
implementation period in 2012, 86% of South Africa’s trade with
the EU was to be duty-free. From South Africa’s perspective, the
problem with the MFN clause would then presumably only apply if
South Africa wished to grant preferences to affected third countries
in the 14% of products that are not covered by the TDCA or the
EPA that replacesit. Limited use of export taxes by the SADC-EPA
countries has been negotiated. However, discussions will evidently
continue on a more comprehensive EPA that includes issues such
as services, investment and competition policy.

South Africa’s 2012 TPSF update also notes a number of
challenges in relations with developed country partners. These
include weak growth and demand conditions with their associated
impact on South Africa’s growth performance, new protectionist
measures including standards and the destabilising impact of
quantitative easing (the dti, 2012: 27).

This section has considered South Africa’s Trade Policy
and Strategy Framework outlined in the 2010 TPSF document
and its 2012 update. The discussion indicates that the country’s
trade and industrial policy-makers favour the pursuit of a two-
pronged strategy comprising a strategic trade policy in support of
industrial policy and strategic integration into the global economy
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in a way that preserves sufficient policy space to pursue domestic
and regional development agendas. The 2010 TPSF document
recognises that strategic global integration requires South Africa
to develop a trade strategy on the so-called new generation trade
issues. The 2012 TPSF update highlights the need for positions
on recent trends and challenges in the global trading system,
particularly moves towards plurilateral agreements at the WTO
and the potential impact of the mega-regional FTA negotiations.
Many of these issues affect the important nexus between trade,
industrial and technology policies.

The Doha impasse and the contestation that has surrounded
the negotiation of North-South trade and investment agreements
including the EPAs with the EU and international investment
treaties hasalso prompted a re-examination of economic integration
agendas in Africa and elsewhere, and South-South cooperation
more broadly. The next section considers the rationale underlying
South Africa’s strategic trade and industrial policy position with
a focus on the changing landscape of regional and bilateral trade
and investment agreements, as well as the multilateral setting. This
discussion will facilitate an analysis of emerging BRICS positions
in some of these areas and the lessons that can be learnt from the
South African perspective for the possible creation of a BRICS-
wide market and moves to deepen economic cooperation among
the BRICS countries.

3. Strategic trade and industrial policy

Industrial policy and the strategic use of tariffs

South Africa’s current trade and industrial policy position
is based on a fundamental critique of orthodox trade theory
and its policy prescriptions.! The orthodox approach to trade
policy makes the case for trade liberalisation to improve static
allocative efficiency and for dynamic gains from trade. However,
static resource reallocation effects are of little interest in the
development context (the magnitudes of the estimates are small,

! Zalk (2014) analyses the historical trajectory of South Africas
trade and industrial policy. He contrasts the current approach by trade
and industrial policy-makers in the country with the extensive trade
liberalisation and ad hoc supply side industrial policy measures that were a
feature of the post-apartheid period up to 2007.
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and the empirical methodologies are questionable and based on
restrictive assumptions). In terms of dynamic effects, theoretical
models linking trade liberalisation and growth provide ambiguous
conclusions and the empirical literature has been subject to
extensive critique.! A significant body of work indicates that there
can be no presumption that liberalisation per se will necessarily
accelerate growth. Balance of payments and employment effects
may be severe, export responses may not be forthcoming and
distributional impacts adverse (Zalk, 2014; Cattaneo, 2011a;
Thirlwall and Pacheco-Loépez, 2008). Further, it cannot be taken for
granted that growth by itself will lead to significant employment
creation or meaningful development.?

These critiques signify that orthodox trade theory provides
aninsufficient framework for considering questions of growth and
development through industrialisation in developing countries.
Consideration of the dynamic effects of trade must lead to a
recognition of the notion of dynamic comparative advantage. This
suggests that comparative advantage needs to be created, which
in turn has important implications for trade and industrial policy.?
The re-organisation of production and trade in global value chains
also callsinto question traditional analyses of trade and investment
and their associated policy prescriptions.

South Africa’s trade and industrial policymakers have,
since 2007, favoured a heterodox approach that recognises the
longstanding argument that the type of products a country
produces is of major importance for development (Chang, 2005;
Reinert, 2008). Output and growth consequences differ significantly
for increasing as opposed to decreasing return activities. Dynamic
economies of scale and learning by doing provide a rationale for
the strategic use of trade and industrial policy instruments in
this setting. South Africa’s Industrial Policy Action Plan explains
the rationale underlying the policy’s focus on a labour-absorbing

1 See, for example, Taylor and von Arnim (2006); Ackerman and
Gallagher (2008); Wade (2004a); Rodriguez and Rodrik (2000).

2 See, for example, the review in Cattaneo (2011a).
3 See the debate between Justin Lin and Ha-Joon Chang (Lin and
Chang, 2009).
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industrialisation trajectory with an emphasis on value addition in
manufacturing but a recognition of important forward, backward
and side linkages to mining, agriculture and manufacturing-related
services (the dti, 2014). This includes high growth and employment
multipliers in manufacturing sub-sectors, the importance of
manufacturing for the economy’s export and balance of payments
performance, innovation and productivity growth, as well as
economy-wide linkages.

The current approach recognises that the transfer of
production technology and other knowledge is not costless or
immediate. Technologies are not “blueprints” that can be costless
applied elsewhere. Time is needed for learning by doing, investment
in developing technological capabilities and absorbing / adapting
technologies (Khan, 2009). Chang (2005) argues that not all aspects
of a strategic trade and industrial policy can be expected to succeed
but that this is not an argument for avoidance. A significant
literature emphasises the ways in which failure can be reduced
through the strategic use of reciprocal control mechanisms and
performance requirements to harness rents as well as FDI for
development.! Amsden (2005: 230) argues that “[gletting the
control mechanism right, in conjunction with promoting science
and technology, are twin pillars of a new industrial development
strategy that may serve to energize still later industrializers”.

Fine (2014, 2011) calls for an inductive approach to industrial
policy, arguing that the nature of industrial policy differs by context,
sector and country. Industrial policy should be inductively defined,
rather than subject to a general definition that is then applied as a
one-size-fits-all policy prescription. In this view, industrial policy
is derived empirically from case studies of specific sectors of the
economy. Policies have both horizontal and vertical dimensions, with
horizontal policies prevailing across the economy and vertical policies
pertaining to a particular sector and its linkages. This approach
informs aspects of South Africa’s Industrial Policy Action Plan.

However, the implementation of a strategic trade and industrial
policy can be significantly constrained by a lack of coherence between

1 See, for example, Chang, 2005; Amsden, 2005; Wade, 2004b; Di Maio
(2009); Khan and Blankenberg (2009).
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different aspects of economic policy-making, particularly with
respect to the macroeconomic policy environment, as well as the
political settlement in the country (the dti, 2014; Khan, 2009). This
is a particular feature of the South African political economy (Zalk,
2014; Segattiand Pons-Vignon, 2013; Ashman et al,, 2010). Different
approaches across different departments, and the dominance of
Treasury and the financial sector of the economy more generally,
affect the ability to coordinate an effective industrial policy.!

In addition, trade and industrial policy instruments are
constrained to a variety of degrees by WTO rules, regional trade
agreements and international investment treaties. Furthermore, the
re-organisation of production globally has significant implications
for the conduct of strategic trade and industrial policy. In this
regard, Section 2.2 briefly considers policy space in the WTO,
while international investment agreements and the globalisation
of production are discussed in Sections 2.3.1 and 3.2 respectively.

Industrial policy instruments and policy space

Chang (2005: 14-24) and others have emphasised the continued
relative importance of tariffs for many developing countries.
WTO rules restricting the use of subsidies, fiscal constraints to
the use of “permitted” subsidies and the continued importance
of tariffs as revenue instruments for some countries support
this position. However, in the NAMA (non-agricultural market
access) negotiations in the Doha Round, developed countries have
advocated a multilateral regime for industrial tariffs with a number
of constraining features for trade and industrial policy (Akyuz,
2009; Chang 2005; Ismail, 2011). Extensive tariff bindings limit
the scope for using trade policy for industrialisation. Bindings are
not re-negotiable, and while trade remedies may be used to some
extent, they are contingent and therefore unsuitable for designing
an effective strategic tariff policy. Narrowing tariff dispersion
across countries and across industrial products has implications
for a country’s scope to differentiate between sectors in designing
industrial policy.

! Critics of the National Development Plan (NPC, 2012), for example,
have questioned whether the references in the Plan to the ,,developmental
state™ are more than just cosmetic.
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Analternativeapproachtothetraditional one of straightforward
tariff rationalisation is explored by Aky z (2009: 156-161). The
pattern of tariffs for industrial development will differ according
to stage of industrialisation and the type of industry requiring
infant industry protection during each phase. For example, at
an intermediate stage of industrialisation, a country may have
comparatively low tariffs on low-technology and high-technology
products, with higher tariffs on medium-technology-intensive
products. This means that tariff dispersion may necessarily be high
across tariff lines at times and may be increasing or decreasing
depending on stage of development. This has implications for the
conventional approach of binding tariffs on a line-by-line basis.
Akyiiz (2009: 160-161) argues that inadequate policy space for
industrialisation and future technological upgrading are likely
consequences of the traditional approach. A balance is instead
needed between multilateral discipline and policy flexibility. The
use of an average bound tariff rate could facilitate this flexibility
while encouraging the appropriate use of the tariff at the various
stages of industrialisation.

Apart from tariffs, a wide array of trade and industrial
policy instruments have been affected by WTO rules since the
conclusion of the Uruguay Round: quantitative restrictions on
both the import and export side; subsidies; local content schemes,
export requirements and other trade balancing policies if they
favour domestic over foreign firms (under the TRIMS Agreement);
technology, industrial and health policies (under the TRIPS
Agreement). Debate on the degree to which these are constraints
typically relate to stage of development. Tariff policy may be used
to the extent that there is leeway between applied and bound
tariff rates, import restrictions can be implemented for balance of
payments reasons or in response to an import surge, export taxes
can be used on an MFN basis, while R&D, regional development
and environmental subsidies may be permitted (Amsden, 2005; Di
Caprio and Gallagher, 2006).

It is arguable that the implications for strategic trade and
industrial policy of agreements such as TRIPS, TRIMS and GATS
were not clear at the start of the Uruguay Round implementation
period. However, by the launch of the Doha Round it was evident
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that developing countries had ceded significant policy space in
the Uruguay Round. Furthermore, according to Di Caprio and
Gallagher (2006), R&D subsidies have become actionable since 1999,
while performance requirements tied to the provision of subsidies
are prohibited. There is less space for the strategic protection of
designated sectors and increasing diversion of resources due to
higher costs of compliance.

Di Maio (2009: 126-128) elaborates on a number of the constraints
imposed by more stringent global rules than those faced before the
conclusion of the UR, but cautions that more serious impediments
arise as a consequence of North-South bilateral agreements in which
developing countries are induced to undertake deeper obligations
than those required at the multilateral level, particularly in areas
such as services, intellectual property protection and investment
policy. According to Shadlen (2005): in analysing contemporary
development strategies, the most useful contrast is not between the
alternatives that countries have under the WTO and the alternatives
that countries had in the past under the WTO’s predecessors, but
between a constraining multilateral environment and even more
constraining regional and bilateral environments that condition
increased market access on the sacrifice of the very tools that
countries have historically used to capture the developmental
benefits of integration into the international economy.

Both the Doha impasse and the push by the EU and the US
for WTO-plus provisions in North-South regional/bilateral trade
and investment agreements are related to pressure from powerful
lobbies in the North for greater market access into the larger
emerging market developing economies in particular. In the face
of saturated services markets at home and the re-organisation of
production and exchange globally, this pressure from developed
countries also extends to the procurement markets of developing
countries. In a context of both trade and financial liberalisation,
the so-called new generation issues such as trade in services,
investment, intellectual property protection, public procurement
and competition policy have all been subject to the discourse of
liberalisation and “regulatory reform”. From a developing country
perspective, however, each of these issues plays a critical role in
industrial policy and its articulation with other key policy areas.
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Developing countries have resisted pressure to negotiate on
investment, government procurement and competition policy in
the Doha Round and the three issues were removed from the Doha
Development Agenda in 2004 (Sandrey, 2006)!. There has also
been growing criticism and calls for the revision of GATS, TRIMS
and TRIPS by developing countries. It is therefore in the context
of plurilaterals, regional trade agreements and international
investment treaties that most of these issues are now being taken
forward by the developed countries.

“Trade facilitation” was the only one of the four “Singapore
Issues” that remained on the Doha Development Agenda after July
2004. However, despite the eventual conclusion of an Agreement on
Trade Facilitation at Bali, questions have arisen about the extent to
which the trade facilitation agenda coheres with a ,,development
agenda in the spirit of the Doha mandate or whether it forms part
of a new trade narrative for further liberalisation by developing
countries, especially in the field of services (see Section 3.2).

Trade policy and the new generation ‘trade-related’ issues

3.3.1. Investment policy

With the Doha impasse there has been a proliferation of
international investment treaties and investment chapters in
regional trade agreements. International investment agreements
(ITAs) have become increasingly controversial because of the degree
to which regulatory autonomy is eroded and the nature of investor-
state dispute mechanisms that allow foreign firms to institute
claims against host governments. IIAs can affect the coherence
between FDI, industrial and technology policy, as well asimportant
social policy objectives. For example, mineral beneficiation and
industrialisation efforts may be affected via challenges to tax
regimes, and policies to promote the developmental benefits of
foreign investment, such as requirements to undertake joint
ventures, procure inputs locally, transfer technology or support

1 At the 1996 WTO Ministerial Conference in Singapore, working groups on
investment, government procurement and competition policy were set up and
the Council for Trade in Goods was directed to examine ways to promote the
simplification of trade procedures, which became known as ,,trade facilitation”.
The four issues together became known as the ,Singapore Issues” (Sandrey,
2006: 4).
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domestic R&D may be constrained (CCR, 2014: 2-3). Provisions that
allow foreign firms to avoid compliance with domestic laws that
local investors are subject to and that allow foreign firms access to
a dispute mechanism that is not available to domestic firms indicate
that ITAs permit more favourable treatment of foreign over local
investors (CCR, 2014: 3; Stiglitz, 2013).

Gallagher (2010) explores the policy space available in ITAs to
deploy capital controls in financial crises. He finds that trade and
investment agreements can significantly affect a country’s ability
to use capital controls in times of crisis, particularly in the case
of US agreements, but also where countries have made specific
financial services commitments in the WTO General Agreement
on Trade in Services (Gallagher, 2010: 1-2). In the case of the
WTO, however, IMF-sanctioned safeguard provisions may exist
and dispute resolution is state-to-state with a sanction mechanism
that involves retaliation. In addition, countries that do not have
financial services commitments under the GATS are free to use
capital controls on both inflows and outflows. In the case of US
trade and investment agreements, capital controls on both inflows
and outflows are prohibited, there are no safeguard provisions, and
there is an investor-state dispute resolution system under which
host governments are liable to pay compensation to investors. By
contrast, the provisions of the trade and investment agreements
of capital exporters like the EU, Canada, Japan and China tend to
allow safeguard measuresin times of crisis and balance of payments
difficulty or permit a country to implement its own domestic
legislative provisions at such times, although investor-state dispute
settlement still applies (Gallagher, 2010: 15-17).

Gallagher and Shrestha (2011) investigate the investor-state
dispute mechanism prevalent in ITAs and its impact on developing
countries. They note that empirical data on disputes does not reflect
the many cases where treaty provisions are used to “discourage”
developing countries from implementing developmental domestic
policies or to “encourage” policy changes. Gallagher and Shrestha
(2011: 8-9) find that developing countries are on the receiving end
of most claims, far more than their share of world investment,
and that US investor claims against developing countries have, on
average, been three times higher than those against high income
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countries. Claims have been targeted against public policies in
developing countries and the costs have been high.!

The provisions of trade and investment agreements are out of
line with much current thinking and evidence on capital flows and
the impact of capital account liberalisation, particularly since the
global financial crisis. With respect to orthodox arguments for capital
account liberalisation, Gallagher (2010: 3) notes that “the binding
constraint for some developing country growth trajectories is not the
need for external investment, but the lack of investment demand.
This constraint can be accentuated through foreign capital flows
because such flows appreciate the real exchange rate, thus reducing
the competitiveness of goods and reducing private sector willingness to
invest”.? Zalk (2014: 336-339) explains that in the case of South Africa
this hasled to a type of “Dutch disease” with an overvalued currency
that hasbeen coupled with resources being drawn away from domestic
investment in manufacturing into a bloated financial sector.

A number of developed and developing countries have
reconsidered their international investment treatiesin recent years.
According to CCR (2014: 1), reviews have occurred in Australia,
Canada, Brazil, India, Norway, South Africa, the US and the EU
during the past decade. While some countries have terminated or
opted not torenew IIAs because they interfere with the attainment
of domestic public policy objectives and because of disagreement
with the investor-state dispute mechanism, others have argued
that the ITA system could be reformed by reviewing the texts of
agreements and the arbitration system. However, a number of
countries, including South Africa, have found insufficient evidence
that IIAs promote inward investment in excess of what would have
occurred in their absence (CCR, 2014; Stiglitz, 2013).

I CCR (2014: 4) describes how the investor-state dispute resolution
framework has become a “multi-billion dollar industry dominated by a small
group of 20 law firms from Western countries”. The system is evidently
institutionally fragmented with ad hoc processes, reports of secrecy, and the
“same small group of lawyers rotat[ing] between representing claimants and
respondents, and sitting on arbitration panels, raising serious concerns over
conflicts of interest”.

2 See Rodrik and Subramanian (2009) and Biziwick et al. (2015) for
more discussion.
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South Africa adopted a new investment policy framework in
July 2010. The purpose of the new framework is “to modernise and
strengthen South Africa’s investment regime by implementing a
series of policy measures that will ensure South Africa remains
open to foreign investment, provides adequate security and
protection to all investors, while preserving the sovereign right of
the South African Government to pursue developmental public
policy objectives” (the dti, 2010b). The Framework was a response
to the country’s review of IIAs following the challenges experienced
with existing bilateral investment treaties (BITs) and, in particular,
the claim instituted by Italy and Luxembourg regarding Black
Economic Empowerment provisions in the Mineral and Petroleum
Resources Development Act (Woolfrey, 2013). A number of existing
BITs have not been renewed and the country has developed a
domestic legislative framework that protects both local and foreign
investment, taking into account South Africa’s public policy goals.
The system provides for a dispute settlement mechanism with
domestic arbitration overseen by the South African judiciary (CCR,
2014; the dti, 2010b).

3.3.2. Public procurement

While a growing literature is emerging on the implications
for development policy of multilateral and regional-bilateral
rules in areas such as services, investment, competition policy
and trade facilitation, less work appears to have been done on
the impact of international rules and disciplines in the field of
government procurement and, more specifically, on the use of
public procurement as a policy tool in developing countries. This
areais of significant interest, however, since procurement markets
comprise as much as 15-20 per cent of GDP in both developed
and developing countries (Weiss and Thurbon, 2006). For many
countries, discriminatory public procurement is one remaining
policy toolin a rapidly shrinking development policy toolkit. Public
procurement policy also has important linkages with investment,
innovation, industrial and social policies. In this context, the
implications for development policy of increasing pressures for
multilateral and North-South regional-bilateral commitments in
the field of public procurement are worth considering.
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The WTO Government Procurement Agreement (GPA)
is a plurilateral agreement that few developing countries have
signed. Only about a quarter of (mostly OECD) WTO member
countries were signatories to the 1994 GPA. Developing country
participationislargely limited to EU transition economies, however,
there are a number of developing countries amongst the GPA
observer nations!, with China and Panama currently negotiating
accession to the Agreement. There are no independent ACP or
Latin American signatories at present, and Cameroon is the only
African country with observer status. The most recent revision of
the GPA entered into force in April 2014 and provides for expanded
coverage of government entities and services, and a new provision
on corruption. The new Agreement includes “improved transitional
measures” to encourage developing countries to join.

As with the case of trade liberalisation more generally, there
is often a presumption that open procurement markets are the
appropriate benchmark for developing countries to strive towards
(Cattaneo, 2011a: 24). From a development perspective, however,
there is both a theoretical and empirical literature that considers
public procurement as potentially “one of the most promising
innovation and industrial policy tools of our time” (Kattel and
Lember, 2010: 368-369). Weiss and Thurbon (2006: 703-705) explain
how the US has actively used government purchasing both to
promote domestic industry and as a tool of export promotion,
emphasising the longstanding importance of public procurement in
the US, Canada and Europe. Kattel and Lember (2010: 371) highlight
the role of GP as a demand-side tool in East Asian development
policies. Since 2010, South Africa"s Industrial Policy Action Plan
(IPAP) has emphasised the leveraging of public procurement in
designated sectors to increase domestic production, local content
and employment as a key aspect of its industrial policy and for
social redress (the dti, 2014).

Kattel and Lember (2010) identify public procurement for
innovation (PPfI) as a demand-side instrument through which

1 Observer developing countries include, amongst others, Argentina,
China, Colombia, India, Indonesia, Malaysia and Turkey. See http://www.
wto.org/english/tratop_e/gproc_e/memobs_ehtm#parties

151



government can create a market for goods and services that do
not yet exist, thereby stimulating innovation and developing
technological capabilities. This differs from a supply-side
instrument like an R&D subsidy, and facilitates learning-by-doing
in the production process. The idea of public procurement as both an
innovation and industrial policy tool derives from an evolutionary
economic perspective on the role of technology in development,
in contrast to the traditional neoclassical view of technology as
similar to “any other good”. In addition, the PPfI literature provides
linkages to the development of green economy sectors, which is also
a focus of South Africa’s current industrial policy. In developing
countries, national and (South-South) regional frameworks are
often underdeveloped in this area, and it is arguably important to
formulate national and potential regional positions before engaging
in negotiations on procurement policy in a wider context.

Development integration

In the light of the recent experiences of many developing
countries in trade and investment agreements with developed
country partners, the BRICS countries should carefully consider
how to promote deeper economic cooperation among member
states without reproducing some of the problems associated
with the orthodox approach to economic integration. The
development integration approach favoured by South Africa’s
trade and industrial policy-makers views economic integration as
an instrument of industrial policy in particular and development
policy more generally. By contrast, the orthodox linear model
of market integration (effectively amounting simply to regional
liberalisation) provides an inappropriate framework for integration
in the development context, particularly among countries at
unequal levels of development (Cattaneo, 2012; Davies, 2011).
Instead of an instrument of development, the traditional view often
sees integration simply as a way to facilitate broader and deeper
liberalisation and insertion of developing countriesinto a global free
trade system. There is little analysis of the developmental impact
of services and investment provisions of regional agreements,
for example, or the effects of financial liberalisation and broader
macroeconomic aspects, or broader political economy considerations
and analysis of national and regional political settlements.
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The market integration approach, based on a linear progression
from a free trade area to a customs union, common market and
economic union (with each step involving deeper liberalisation),
can be critiqued with respect to the potential for polarised
development, greater inequality and concentration of investment
in more developed partners. In a developing country context,
integration is not about static welfare effects but rather potential
dynamic benefits of a larger regional market and other prospects
for cooperation to promote industrialisation and development.
Adoption of a linear model of market integration in pursuit of trade
benefits is a short-sighted approach. The traditional model is also
inappropriate for more developed economies which nevertheless
have to deal with national inequality and poverty alleviation on a
large scale.

Alternatives approaches include functional integration
(or integration through project cooperation) and development
integration (Mutambara, 2009; Davies, 1996). Development
integration, favoured by South Africa’s trade and industrial
policy-makers, incorporates a regional industrial development
policy as well as cooperation in transport and infrastructure as
keys pillars, together with the development of South-South
networks of production and trade, mechanisms to ensure equitable
distribution of benefits, regional development banks, special
payments mechanisms, asymmetric tariff reductions, appropriate
investment flows geared towards development and collaboration
in international forums (Cattaneo, 2012).

4. Recent trends and challenges

The Doha impasse and the trend towards plurilaterals in the
WTO

Developing country trade negotiators have argued that there
has been a steady erosion of the development mandate in the
Doha Round since its launch in 2001. Lack of meaningful reform
on agriculture has been coupled with increasing pressure on more
advanced developing countries in particular to open markets in
industry and services. South Africa itself faces the prospect of deep
NAMA tariff cuts because of its historical “developed country”
status in the Uruguay Round. Ismail (2012a) outlines a number
of important reasons for the 2008 deadlock. Firstly, shifts in the
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balance of negotiating power have meant that developing countries
have been able to resist demands for additional market access
beyond the 2008 texts, particularly through coalitions such as the
NAMAI11 and G20 agriculture grouping. In addition, US lobbies and
other constituencies have argued that there is “not enough on the
table” to encourage developed country negotiators to conclude the
Round, coupled with a lack of consensus on trade policy direction
in the US (Ismail, 2012a: 57-58).

Although a Trade Facilitation Agreement was concluded at
the Ninth Ministerial Conference in Bali on December 2013, in
addition to a limited package on LDC issues and food security,
negotiators remain sceptical about whether the Bali meeting will
lend new impetus to the Doha Round or see a deepening of the
trend whereby developed country interests are prioritised relative
to those of developing countries (Campbell, 2014). Ismail (2015)
notes that there was division among developing country groupings
on the Bali Agenda, with concern about whether an agreement on
trade facilitation should be concluded on its own without significant
progress on agriculture and other areas of interest. South Africa’s
position was that the Bali package should be “rebalanced” to
take better account of developing country issues, that detailed
negotiations on texts should not proceed at the Bali meeting until
this had occurred, and that an outline of the work programme that
would follow should be provided, together with a clear endorsement
of the Doha development mandate (Ismail, 2015).

Two emerging trends that have intensified as a consequence
of the Doha impasse and the limited deal reached at Bali are the
trend towards the negotiation of plurilateral trade deals at the
WTO and the mega-regional FTA negotiations. After the 8th WTO
Ministerial Conference in 2011, discussions began on a services
plurilateral agreement at the behest of services sector groupings
in the US and Australia in particular. Ismail (2012a) explains that
the US and Australia favour non-MFN, single issue, plurilaterals
like the GPA, whereas the UK and the EU prefer an MFN approach
to plurilaterals where a sector agreement would be extended to all
WTO members. Many developing countries argue that plurilaterals
undermine the single undertaking by de-linking the negotiation
process from agriculture and other DDA issues. Ismail (2012a)
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reports that in 2012 the Ministers of Brazil, India and South Africa
issued a statement criticising the plurilateral agenda. China, on the
other hand, has shown an interest in participating in the services
trade negotiations under TISA (the Trade in Services Agreement)
and joining the GPA.

Trade facilitation and global value chains

Important technical work on the measurement of trade in
terms of value added and GVCs by the OECD and WTO has been
accompanied by a narrative that the emergence of GVCs “provides
a compelling reason for countries to have more open trade policies”
(Gurria, OECD, 2012, cited in Ismail, 2013b). The argument appears
to be that given the re-organisation of production and trade in
global value chains, more liberalisation will necessarily be better
and will benefit all countries, both developed and developing. The
South African position is critical of this narrative which is seen as
a way to enhance a wholesale liberalisation agenda, extended to
services and related to the growing financialisation of the global
economy (Ismail, 2013a,b). Draper and Lawrence (2013) imply that
South African policy-makers wish to “ignore” issues related to
GVCsand development. They set out a number of “policy toolkits”
to facilitate the attraction of GVC investment to sub-Saharan
African countries. It is arguable, however, that the South African
position in fact raises the GVC narrative as an important issue
in the current global environment. In addition, a number of the
recommended policies are already part of South Africa’s policy
toolkit. In this context, developing countries need to consider
imaginative ways of forwarding their trade and industrial policy
agendasin the presence of GVCs. Thereis an extensive underlying
related literature on power relations and industrial policy in the
GVC context (see, for example, Milberg et al.,, 2014; Kaplinsky and
Morris, 2014).

Both the GVC narrative and the plurilateral agenda appear
to be related to growing pressure on developing countries to open
their services sectors further to developed countries. South Africa
undertook extensive commitments under the GATS in the Uruguay
Round. For most countries, services liberalisation is more complex
and sensitive than goods liberalisation due to the social nature of
services and the involvement of factor movements. In mainstream
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analysis, however, the tools employed to analyse services trade
liberalisation are often the same as those used in the case of goods
trade. However, careful sector research is needed to assess which
services should be supplied within countries, internationalised
within the region, or sourced internationally. A sector-by-
sector approach and sequencing are important to avoid adverse
consequences for the services sector itself, as well as the broader
macroeconomy (Cattaneo, 2011Db).

The mega-regional FTA negotiations

The so-called mega-regional trade negotiations include the
TPPA (Trans-Pacific Partnership Agreement) and the TTIP
(Trans-Atlantic Trade and Investment Partnership) as well as
the RCEP (Regional Comprehensive Economic Partnership). The
TPPA negotiationsinvolve Australia, Brunei, Canada, Chile, Japan,
Malaysia, Mexico, New Zealand, Peru, Singapore, the US and
Vietnam. The TTIP negotiations are between the EU and the US,
while the RCEP comprises 10 ASEAN members as well as India,
China, Japan, Korea, Australia and New Zealand. These mega-
regionals are introducing an agenda for regulatory convergence
with some characteristics that go beyond some of the WTO-plus
provisions seen in, for example, the EPAs and international
investment treaties.

The TPPA negotiations involve a range of developed and
developing economies and cover regulatory convergence in areas
such as trade in goods and services but also investment, intellectual
property protection and even the operation of state-owned
enterprises. In terms of investment, the US is pushing for investor-
state dispute settlement in financial services (Rosales and Herreros,
2014). A critique by the Australian Productivity Commission (2010)
has argued that this approach will inhibit host country willingness
toregulate and leave economies vulnerable in the face of financial
crises. This concern is heightened when the US position on capital
controls is taken into account. As discussed in Section 2.3.1 this
position has already been problematic in BITS and other trade and
investment agreements. In the TPPA negotiations, the US appears
toaim torestrict the ability to use capital controls significantly: US
positions appear highly ideological, placing freedom of movement
for international capital above prudential regulation...and fail[ing]
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toreflect the lessons learnt from the recent financial crisis (Rosales
and Herreros, 2014: 13).

Pressure for increasing intellectual property protection
in mega-FTAs is related to the strong US lobby in this area,;
provisions are highly controversial in terms of public health and
industrial policy issues. With regard to the operation of state-owned
enterprises, the USis proposing “competitive neutrality” between
SOEs and private sector firms (Rosales and Herreros, 2014). This
would affect (for example) loans on beneficial terms by DFIs and
public procurement policies. Furthermore, agriculture is off the
table in the mega-regionals, while US agriculture, banks and
financial institutions benefit from massive subsidies and bailouts.
These so-called “modern” agreements are selective, and focused
on areas of interest to developed countries.

5. Lessons for the BRICS economic cooperation agenda

This concluding section examines emerging BRICS positions
in some of these areas and the lessons that can be learnt from the
South African perspective for the prospects of creating a BRICS-
wide market and moves to deepen economic cooperation among
the BRICS countries. The analysis involves an examination of
BRICS statements and communiqués to obtain an understanding of
evolving BRICS views and to explore any apparently contradictory
positions. These views are then discussed in relation to the South
African positions outlined earlier in the paper and their underlying
rationale. The documents examined include the main BRICS
Summit statements, joint communiqués of the BRICS Trade
Ministers from 2012 to 2014 (BRICS, 2012a, 2013a, 2014a), the
BRICS Trade and Investment Cooperation Framework (BRICS,
2013Db), the BRICS Trade and Investment Facilitation Plan (BRICS,
2014b), the BRICS.

Statement on International Investment Agreements (BRICS,
2014c), the 2014 recommendations of the BRICS Think Tanks
Council (BRICS, 2014d), as well as the Trade Ministers’ Statements
on the side-lines of the 8th WTO Ministerial Conference in 2011
and the first G20 Trade Ministers’ Meeting in 2012 (BRICS, 2011b
and 2012b). Statements made in 2013 by the BRICS Business and
Trade Union Forums, as well as the BRICS Business Council, are
also examined.
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In its formative years critics referred to the BRICS grouping
as simply “a political talk shop or club” trying to increase its global
negotiating influence. Tisdall (2012) points to the lack of concrete
outcomes between 2009 and the 2012 New Delhi Summit as the
reason for this (largely western) perspective. While the group’s
promoters argue that it will seek to create a new global political,
economic and financial architecture in a multi-polar world, critics
see the group as “fundamentally incompatible” as its members are
in “strategic competition” with one another. However, in terms
of economic governance issues there is arguably much common
ground and practical developments during and since the 2013
Durban Summit have significantly altered the “political talk-shop”
perception of the group. Notwithstanding the importance of BRICS
cooperation on political and security issues and their overlap with
economic issues, the focus of this section will be on prospects for
coherent BRICS positions with respect to the global economic and
financial architecture, as well as the nature of evolving BRICS
cooperation in trade, investment and finance.

The joint statements of the BRICS Trade Ministers from 2012
to 2014 follow a common structure, with sections covering global
economic developments, the state of play in the Doha Round,
cooperation in other multilateral fora and intra-BRICS economic
cooperation. The 2013 Durban joint statement includes a section on
BRICS partnership to support Africa’s development agenda, in line
with one of South Africa’s key focal points in its interaction with
its BRICS partners, as outlined in its Trade Policy and Strategy
Framework update document.

With respect to global economic developments, the statements
all express concern about the difficult global economic environment,
with particular reference to increasingly volatile capital flows
and commodity prices. They also reiterate “the need to resist
protectionist tendencies and to promote international trade as an
engine of economic growth and development, while respecting
the WTO consistent policy space available to developing countries
to pursue their legitimate objectives of growth, development and
stability” (BRICS, 2013a). The 2012 New Delhi statement goes
further to pinpoint developed country agricultural subsidies as
“undermin[ing] the food security and development prospects of
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developing countries particularly LDCs” (BRICS, 2012a). The
corresponding section of the 2014 Fortaleza statement uses the
phrase “refrain from” protectionist tendencies, rather than “resist”
protectionist tendencies, with a somewhat different inference.
Nonetheless, the BRICS statements indicate clear common positions
on developed country policy responses to the global crisis; on reform
of global economic and financial architecture especially IMF; on the
central role of the WTO and a greater role for UNCTAD.

BRICS cooperation at the WTO

Cooperation among some of the BRICS countries, specifically
India, Brazil and South Africa, at the level of the WTO pre-dates
the introduction of the BRIC acronym and the subsequent moves
by the BRIC countries towards a political dialogue forum in the
2006 to 2008 period (Thorstensen and Oliveira, 2014; Ismail, 2015,
2012b). From 2003 the cooperation of India, Brazil and South Africa
within the WTO context intensified, with the three countries
playing a key role in the G20-Agriculture grouping (with China)
and in the NAMA-11. Thorstensen and Oliveira (2014) provide a
detailed analysis of individual and emerging BRICS positions across
arange of trade policy issues within the WTO. They conclude that a
convergence of interests is most likely among the BRICS countries
inrelationto NAMA, technical barriers to trade and SPS measures,
services, investment and new themes such as exchange rates and
food security.

BRICS positions on international investment agreements,
plurilaterals and the megaregional FTAs

Whether there are coherent BRICS positions on plurilaterals,
mega-regionals and international investment agreements is much
less clear. The 2012 BRICS Summit statement states that the
BRICS countries “do not support plurilateral initiatives that go
against the fundamental principles of transparency, inclusiveness
and multilateralism. We believe that such initiatives not only
distract members from striving for a collective outcome but also
fail to address the development deficit inherited from previous
negotiating rounds”. However, direct criticism of plurilaterals is
absent from the 2013 and 2014 Summit statements.

The BRICS statement on international investment agreements
that was released following the 2014 Summit in Fortaleza
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highlights the contribution that FDI can make to development
“when integrated into national development strategies” (BRICS,
2014a). Paragraph 2 states that BRICS Member States note that
International Investment Agreements may, depending on their
formulation, promote investment liberalization and protect
the rights of investors. Investment agreements should strike a
balance between the protection of investors and the Government’s
sovereign right to regulate in the public interest. In this regard,
a robust national legal framework is conducive to the effective
protection to both domestic and foreign investments.

While the first sentence of the paragraph seems almost
deliberately to fall short of a direct criticism of ITAs, the rest of the
paragraph highlights the essential problem with these agreements.
Furthermore, Paragraph 3 states that “BRICS Members States call
for further improvements of International Investment Agreements,
including in their dispute settlement mechanisms”. This suggests
that the BRICS countries agree that the investor-state dispute
settlement system is flawed, although this is not stated explicitly.
By contrast, South Africa’s investment policy statement of 2010
was more explicit inits criticism (see Section 2.4.1), not least because
of the country’s experience of a claim instituted by a group of
European investors against its Black Economic Empowerment
regulations in mining.!

Some discussions exploring the prospects for deeper economic
cooperation among the BRICS countries have suggested that
international investment agreements should be signed among
the BRICS countries as a way of expanding investment relations
within the group. Before considering such agreements, however,
the BRICS countries should research the experiences of developing
countries with such treaties, particularly those countries that have
undertaken BITS reviews or had onerous claims laid against them.?
Itisimportant to ensure that the provisions of any such agreements
do not infringe on public policy responsibilities of member states.
Indeed, the final paragraph of the joint 2014 BRICS statement
recommends that BRICS member states “build common approaches

1 See Woolfrey (2013).
2 See, for example, the discussion in Gallagher and Shrestha (2011).
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in various multilateral dialogues on international investment
policy”.

BRICS perspectives on deepening economic cooperation and
the possible creation of a BRICS-wide market

The BRICS long-term strategy document makes reference to
marketintegration among the BRICS countriesin trade, investment
and finance. It does not include any discussion of industrial policy.
However, there has been much renewed discussion of industrial
policy since the global financial crisis, both among policy-
makers and across a range of international agencies, particularly
UNCTAD, as well as the ILO. Given the importance that the
BRICS communiqués attach to the role of UNCTAD, research and
discussion on industrial policy in the BRICS context is important.
Similarly, BRICS positions on strategic tariff policy are unclear
(it appears to be most important to South Africa and India), and
tensions are evident with respect to the use of trade remedies. There
is an emphasis on the development of value added trade relations
within BRICS, but no explicit discussion in the documents reviewed
of how this is to be achieved.

Deepening BRICS economic cooperation and the possible
creation of a BRICS-wide market will involve integration among
countries at unequal levels of development. The discussion in
Section 2.5 suggests that the traditional linear model of market
integration provides an inappropriate framework for intensifying
economic cooperation among the member countries. Functional and
development integration provide alternatives to consider.

BRICS research is needed on the prospects for intra-industry
trade specialisation within BRICS, examining trade and investment
flows at an appropriate level of disaggregation, on the industrial
policies of the member countries, and on the trade and industrial
policy implications of GVCs and the trade facilitation agenda, as
well as other “new” trade issues like services, investment and
public procurement. A joint policy response is recommended on
plurilaterals within the WTO, on mega-regional FTA negotiations
and development policy space.

The question that arisesis whether South-South developmental
integration could be “an instrument” of trade and industrial policy
in the BRICS context. In this regard, it should be noted that
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regional policy and regional cooperation should not be equated
with regional liberalisation. Appropriate national policies and
regulatory frameworks are first required in some of the new
trade areas under discussion in multilateral and regional-bilateral
agreements. Development finance institutions become more
critical in this environment, as does cooperation among individual
BRICS development banks and the New Development Bank. The
important question is how to extend the idea of a strategic trade
and industrial policy effectively to the broader BRICS level to drive
industrialisation and development.
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CHAPTER 5
ICT AND INTERNET GOVERNANCE BRICS
AS A COLLECTIVE LEADER

Digital Liberty, the Knowledge Commons and Some
Challenges for the Governance of Information and
Communication Technologies and the Internet for Brazil,
Russia, India, China and South Africa (BRICS)

Rasigan Maharajh'
Abstract
This paper explores the challenges posed by the current
dynamics in the political economy of ICTs and the Internet for
Brazil, Russia, India, China and South Africa (BRICS). The paper
comprises four sections. After an introduction, which broadly
defines the domains and identifies the focus of the paper, we
turn our attention to an exploration of some of the contemporary
dynamics in the political economy of ICTs and the Internet,
including some aspects of ICTs, Internet infrastructures, global
knowledge and culture, and the debate concerning the governance
of the Internet. Section 3 provides a brief economic history of ICTs
and the Internet in the BRICS with a particular emphasis on South
Africa. The fourth and concluding section synthesises the paper and
recommends a strategic orientation appropriate to the progressive
objectives articulated by the BRICS in working together and
seeking to realise a better world-order for all.

!Institute of Economic Research on Innovation, Tshwane University of
Technology
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1.0 Introduction

That the world of today is qualitatively and quantitatively
very different from that experienced a mere century ago appears
incontrovertible. Interestingly, in 1837 Vladimir Odoevsky had
already envisioned a very different scenario when he described
the world in the year 4338. With a scenario horizon still 2,323
years ahead of us, Odoevsky foresaw a much better word where
science, technology and innovation shrunk vast distances through
connectivity: “Houses are connected by means of magnetic
telegraphs that allow people who live far from each other to
communicate”. Besides the Internet, Odoevsky also presented a
vision of communications that largely resembles the contemporary
practice of “blogging”: “The thing is that many households here
publish such journals that replace common correspondence. Such
journals usually provide information about the hosts’ good or bad
health, family news, different thoughts and comments, small
inventions, invitations to receptions” (ibid.). Underpinning such
fantasies however was a very material and physical reality. In 1822,
Charles Babbage demonstrated a scaled version of his Difference
Engine, a mechanical computer composed of components such as
brass gear wheels, pinions, ratchets, and rods. Just over a century
from Babbage and just short of century since Odoevsky, Alan
Turing published a paper in 1936 which described an abstract
digital computing machine which would be controlled the machine’s
operations by means of a programme of coded instructions stored
in the computer’s memory and thereby establishing the principles
of the modern computer. Now, seventy-nine years later and we
inhabit a world awash with digital technologies and ubiquitous
connectivity derived from advances in the fields of information
and communications technologies (ICTSs).

The United Nations Development Programme (UNDP) defines
ICTs as “information-handling tools” that comprise mainly of
a varied set of goods, applications and services that are used to
produce, store, process, distribute and exchange information. The
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early generation of ICTs included newspapers, radios, telephones
and televisions. The subsequent generation of ICTs included
computers, mobile telephony, satellites, wireless technologies, and
the Internet. The next generation of ICTs have been speculated to
advance along the trajectories of digital convergence and ubiquity.
The International Standard Industrial Classification of All Economic
Activities defines the ICT sector as enterprises concerned with the
production of goods and services that “must primarily be intended
to fulfil or enable the function of information processing and
communication by electronic means, including transmission and
display” (UN: 2008: 278). ICTs are also infrastructure technologies
that “cut across all economic activities and have a wide range of
applications, offering the potential for increased availability of
information, new communication opportunities, reorganisation of
productive processes and improved efficiency in many different
economic activities” (UN: 2003).

The Internet is a worldwide system of interconnected networks
and computers utilising the Transmission Control Protocol —
Internet protocol (or TCP/IP). The origin of the term: Internet
derives from “internetworking” which means interconnecting
computer networks with gateways. Whilst the Internet generally
acts as a means of transporting content (information), this role has
changed with the times. The intangibility of information means
that it possesses characteristics that are both non-fungible and
non-rival, meaning that it is not consumed exclusively by a single
person. Thus, the Internet of today allows for the multiplicitous
(sic) replication of information and its copying.! Originally, only
four host computers were connected together into the initial
Advanced Research Projects Agency Network (ARPANET) at
the end of 1969. In the current times, the Internet has become a
critical prerequisite for many types of communication, information
access, and participation in global cultural, social, political and
economic processes. Because of its strategic role, the Internet could
also be considered as a “component of the global digital divides
that serve to amplify the differences between the privileged and
underprivileged” (Graham: 2011).

! The author is grateful to Andrew Rens for emphasising this point.
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The artefact that is the World Wide Web (WWW) was
invented by Tim Berners-Lee as a mechanism to meet the demand
for information sharing between physicists in universities and
institutes around the world in 1989. According to the World Wide
Web Consortium (W3C), “WWW is an information space in which
the items of interest, referred to as resources, are identified by
global identifiers called Uniform Resource Identifiers (URI).” The
first website! was located at Conseil Européen pour la Recherché
Nucléaire (CERN)? in 1991. CERN put the World Wide Web
software into the public domain in 1993 and made the next release
available with an open licence. According to Netcraft, there were
849,027,856 web-sites® and 5,228,046 web-facing computers? in
April 2015 (2015). Whilst this large number represents massive log-
scale growth, the monthly fluctuations are immense and a peak of
one-billion® websites on the internet was apparently achieved in
September 2014 (ILS: 2015).

Working together, ICTs have combined into a global
infrastructure of interconnected information and communications.
Whilst technically discrete, it is important to note that “(a)ll
computing systems, and therefore all web applications, and also
all forms of media can be considered as social because they store
and transmit human knowledge that originates in social relations
in society. They are objectifications of society and human social
relations” (Trottier and Fuchs: 2015: 5). The United Nations had
warned, now almost twelve years ago, that “... technological
research, innovation and capabilities remain concentrated in a
limited number of countries. There is growing concern that many
developing countries are being left behind, not able to participate

Lhttp://info.cern.ch/

2 The European Council for Nuclear Research was in 1952 with the
mandate of establishing a world-class fundamental physics research
organisation in Europe.

3 A unique hostname which can be resolved, using a name server, into
an IP Address.

*Computers acting as web servers on the internet.

5 This was ‘tweeted’ by @timberners lee as “internetlivestats.com/
watch/websites/ recently passed a billion websites by their count..” at
17h20 on the 16 September 2014.
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in shaping these technologies and deprived of the benefits of
technology and ICTs. Such marginalisation has led to serious
inequalities within and between nations and created what has been
termed the “digital divide” (UN: 2003: 4).

Expanding knowledge frontiers within the fields of computer
science, electronic engineering, telecommunications and geo-
informatics, amongst others, have helped shape competence areas
such as data and information management, software engineering,
and ICTs. Associated with this phenomenon has been the fairly
explicit assumption that an increased diffusion of ICTs contributes
to economic development, social connectivity and a redress of
knowledge asymmetries. These potentialities, whilst generally
realised in some parts of the world, are not universally shared
nor equally developed. It therefore remains imperative to better
appreciate the underlying dynamics of the political economy and
the socio-economic forces that shape the digital paradigm.

In this vein, Evgeny Morozov warned against the folly of
technological determinism (2013). This scepticism builds upon his
earlier argument that the Internet does pose a double-edged sword
dilemma (2011). Whilst there are revolutionary and progressive
potentials embedded within ICTs and the Internet, countervailing
threats to their realisation also pose a real and credible risk (ibid.).
As evidenced by the courageous exposures by Edward Joseph
Snowden! and the late Aaron Hillel Swartz?, ICTs and the Internet
arenot free from the political economy dynamics within which they
are located and the politics of empire that seeks to maintain and
extend the historically determined global hegemony occupied by
the core more mature capitalist economies of the world. As noted
by Christian Fuchs, the “(p)roduction and use of digital media are

! Edward Snowden is currently residing in Russia under threat of
criminal prosecution by the government of the United States of America
(USA) for disclosing the scale and extent of espionage and surveillance
perpetrated by that country’s National Security Agency.

2 Aaron Swartz, an inductee onto the Internet Hall of Fame by the
Internet Society, unfortunately committed suicide under threat of criminal
incarceration by the federal authorities of the USA for his activism in
promoting access to the information assets on the Internet. He published the
Guerrilla Open Access Manifesto in 2008.
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embedded into multiple forms of exploitation. The information
society is first and foremost a capitalist class society” (2014).
Significant civil society initiatives such as the “Association for
Progressive Communications”! and “IT for Change”? continue to
advance the struggle for progressive ICT and Internet governance
reforms.

This paper explores the challenges posed by the current
dynamics in the political economy of ICTs and the Internet for
Brazil, Russia, India, China and South Africa (BRICS). The paper
highlights the need for a global regulatory and governance regime
that supports national actions and capability-formation to better
harness the potential of ICTs and the Internet. The paper comprises
four sections. Next we turn our attention to an exploration of some of
the contemporary dynamics with ICTs and the internet considered
within a political economy perspective, including some specific
aspects of ICTs, Internet infrastructures, global knowledge and
culture, and the debate concerning the governance of the Internet.
Section three provides a brief economic history of ICTs and the
Internetin the BRICS, with a particular focus on South Africa. The
fourth sections concludes the paper and makes recommendations
for consideration about some strategic options for BRICS under in
its goal of realising a better world-order for all.

2.0 Contemporary Dynamics in the Political Economy of ICT's
and the Internet

Globalisation has indeed ensured that our contemporary
conjuncture is characterised by an increased integration of
production, distribution and consumption through globalisation.
In this period of immense change, intense rivalries are emerging
between the more mature capitalist economies and the rapidly
emerging developing countries of the world. Simultaneously, the
world was also experiencing profound transformations in the
organisation of work, and the generation of enterprise driven

! The APC is a pioneer organisation for ICT mobilisations and began in
1990.

2IT4C is a non-governmental organisation based in India that plays a
significant role in advancing debates on the international governance regime
for ICTs and the Internet. It has engaged variously with the BRICS, most
recently in the Russia Internet Governance Forum in 2015.
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largely by the accelerated diffusion of ICTs and the Internet.
Indeed, it would appear that the Age of Information Technology
comprising global digital telecommunications and ICT support
networks, has operated as the fifth Techno-Economic Paradigm
(TEP) of the end of the 20th Century (Perez: 2002). As noted by
Perez, a TEP is “is a set of principles for the most efficient and
adequate organisations and practices for using the potential of
each technological revolution. It evolves and diffuses with each
revolution making obsolete the practices and structures of the
previous revolution and becoming the new “common sense” (Perez:
2014: 3). The logarithmic-scale rise in the ubiquity of the Internet
has also witnessed the rise of competing technological platforms
through which people access the WWW. Figure-One shows the
decreasing share of desktop devices in the face of rising mobile
services, including Tablet versions.
Figure 1: ICT Platforms (2009 — 2015)
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The rise of mobile platforms has also brought about significant
changesin the total shares of competing operating systems. Figure-
Two shows the eight main operating systems through which
people access the Internet. This data also shows the persistence
of the monopoly of the Microsoft Corporation which owns five of
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the top eight operating systems (Win7, WinXP, WinVista, Win8,
and Win8.1). The other three are Android which was developed by
Google and the Apple Corporation’s OS X and iOS. Four of the eight
are also Mobile Operating Systems as opposed to being Desk-top
Operating Systems. Three transnational corporations essentially
own the critical software that manages computers. This generalised
oligopoly poses threats to interoperability and new entrants to the
market.

Figure 2: Main Computer Operating Systems (2009 — 2015)

10000000

Source: StatCounter Global Statistics: 2015

“Browsers” enable access to the Internet. Figure-three shows
the nine main browsers currently used globally. The dominance of
the proprietary Microsoft product: Internet Explorer has decreased
significantly. It was estimated that Microsoft had approximately
90% of the user-market in 2003. As noted by Glenn Pound, “(w)
ith no serious rivals, and enormous profits, they had the resources
to explore new ground. Their strategy was to develop their own
counterparts to the standard web programming languages,
languages that could only be read by their IE browser” (n/d).
Resistance to this monopoly resulted in the establishment of the
Mozilla Foundation which sought to counter this threat toinnovation
and return the web back to the open standards that it was founded
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upon (ibid.). Mozilla’s Firefox clawed back at the monopolisation by
Microsoft’s Internet Explorer. Subsequently, Google’s Chrome has
experienced the largest growth in the recent past.

Figure 3: Main Browsers (2009 — 2015)
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Source: Stat Counter Global Statistics: 2015

Google is one of the largest global transnational corporations.
Itisheadquartered in Mountain View in the USA and is estimated
to be valued at US$133,400 million as at the end of March 2014.!
The huge size is maintained and extended through its dominance
of the market in Internet Search Engines. These are software
systems designed to search for information on the WWW. Figure-
four shows how the lead of Google appears unassailable. All other
competitors are at less than ten percent. Whilst Google had a share
of approximately 30% in China in 2010, it has dropped to 2% as
Chinese web services companies such as Baidu, Haosou and Sogou
have grown in popularity. In its domestic markets, Russia also has
a strong alternative in the form of Yandex has nearly 41% relative
to Google’s 50%. In India and South Africa, Google dominates
performing over 95% of all Internet searches.

L Cf. https://investor.google.com/earnings/2015/Q1_google earnings.
html
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Figure 4: Main Global Internet Search Engines (2009 — 2015)
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The growth and diffusion of ICTs and the Internet enabled
the emergence of Social Media. Figure-five shows the most popular
global social media sites. Seven of these sites were built using
an English-language interface. StumbleUpon was larger than
Facebook in 2009. By 2015 the situation had radically changed. Now
Facebook is the main global social media website. It already holds
over 80% of the market. Facebook had more than a billion users or
1/7 of the global population in 2015. With this market dominance,
Facebook has also become a critical vehicle through which
advertising is currently being sold. It can be seen that the logic of
advertising revenue generation plays a large role in determining
the strategies of the social media sites. So Taylor suggests that
the “main source of Facebook’s profits is other firms” advertising
expenditure; but thisin turn depends on the surplus extracted from
workers who produce “actual things” (2014). Fuchs utilises Marx’s
concept of surplus value to argue that capital accumulation in this
period is based on the infinite exploitation of presumes! who are sold

! An original formulation of this term is in Alvin Toffler’s blending of
a producer and a consumer (1980) and the subsequent portmanteau of the
terms professional and consumer. A fuller description and use of the term is
found in Fuchs (2012a).
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as Internet presume commodity to advertising clients (2010). For
Fuchs therefore, the users of social media as part of the proletarian
class that is exploited by capital (Ibid.).

Figure 5: Most Popular Global Social Media Sites (2009 — 2015)
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Source: Stat Counter Global Statistics: 2015

Furthermore Taylor states the Internet has a distinctly
“earthly” reality and can be decomposed into three different
layers: physical infrastructure (cables and routers); software
(code, applications); and content (2014). With respect to content,
the current situation contrasts with the multiple distribution grids
that previously diffused film, radio, telephony, and TV. These
are now increasingly being carried on cable or wireless platforms
that are monopolised by a handful of transnational corporations.
According to Mark Surman, the Executive Director of the Mozilla
Foundation, “(n)ever in the modern history of humanity have we
seen the kind of narrow control on the distribution of cultural goods
that we are seeing today” (Pound: n/d). As we move deeper into the
21st Century, just three main platforms: Android, Apple, Microsoft
control how books, software, music, and movies are being consumed
on the Internet. A smaller set of transnational corporations such as
Amazon, AT&T, CBS, Comcast, Condé Nast, Disney, Facebook, Fox,
Google, Reddit, Sony, Spotify, TimeWarner and Vice Media are
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enjoined with the three to constitute the core enterprises defining
the future of ICTs and the Internet.

Aron Swartz had argued that, “(i)nformation is power. But
like all power, there are those who want to keep it for themselves.
The world’s entire scientific and cultural heritage, published over
centuries in books and journals, is increasingly being digitised and
locked up by a handful of private corporations” (2008). Access to
digital information is mediated through the ICTs and the Internet.
According to the UN, “while there is continuing diversification
in Internet content and language, much still needs to be done
to improve equitable access to content, especially in minority
languages. At the end of 2013, there were an estimated 185 million
active websites and 245 million Internet domains. Internet content
has become linguistically more varied and automated translation is
becoming more effective. The proportion of websites registered in
developed countries has remained relatively constant, at about 80
per cent” (2015: 17). On a world-systems basis, most of the growth
being experienced globally is originating in the fast emerging
developing countries.

Much of the global infrastructure of ICTs and the Internet,
both hardware and software, is owned by transnational
corporations that originated in the USA. Whilst they continue to
occupy physical space in North America, the actual registration of
the companies have increasingly been shifting to territories which
are considered as “tax-havens”!. Figure-six reveals a “staggering
amount of inequality in the geography of the production of
academic knowledge” albeit through the coverage of 9,500 journals
taken from the Web of Knowledge Journal Citation Reports (JCR).
Whilst this does not represent the entirety of all published journals,
the influence of the JCR, and its claims to provide a “systematic,
objective means to critically evaluate the world’s leading journals,”
means it does provide an important visualisation to appreciate the
geography of academic knowledge (Graham et al: 2011).

Figure 6: The Location of Academic Knowledge (2011)

Figure-six shows that the USA and the United Kingdom
(UK) published more indexed journals than the rest of the world

I Note on Amazon and tax liabilities in the UK
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combined. Western Europe, in particular Germany and the
Netherlands, also scored relatively well. Most of the rest of the
world is scarcely represented in these rankings. This is starkly
illustrated by the representation of Switzerland which is % the
size of Africa yet is depicted as more than three times the size of an
entire continent. Besides these few countries, the rest of the world
is not only under-represented in these rankings, but also ranks
poorly on average citation score measures. Despite the large number
and diversity of journals in the USA and the UK, those countries
manage to maintain higher average impact scores than almost
all other countries. Figure-seven looks at the various publishers
of scientific fields across the broad domains of the two cultures!
sciences and social sciences.

Figure 7: Academic Knowledge and Publishers

Figure-seven shows how that a large number of publishers
generated a large number of scientific journals. Despite the absence
of linguistic and geographic diversity in academic publishing,
there remained a surprising lack of concentration amongst journal
publishers. Within the groups of publishers that focus only on
journalsin the sciences or social sciences, the publication of journals
was distributed through many organisations and companies. The
larger group of publishers that control both science and social
science journals, on the other hand, were characterised by a greater
degree of concentration and attention is drawn here specifically to
“Springer, Wiley-Blackwell, Elsevier and Taylor & Francis control
a large amount of the academic publishing market and all have
relatively high average citation scores” (Graham et al: 2011).

As BRICS, we should be emboldened by the words of the late
Aaron Swartz and recognise that “(w)ith enough of us, around
the world, we’ll not just send a strong message opposing the
privatisation of knowledge — we’ll make it a thing of the past. Will
you join us?” (2008). Swartz was found hung to death on the 11
January 2013. In a statement issued by his partner and his family,
it was noted that the death of Aaron Swartz was “... the product of

L' A pun on the famous Rede Lecture by Charles Percy Snow (1959)
“The Two Cultures and the Scientific Revolution,” Cambridge University,
Cambridge.
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a criminal justice system rife with intimidation and prosecutorial
overreach. Decisions made by officials in the Massachusetts U.S.
Attorney’s office and at MIT contributed to his death. The US
Attorney’s office pursued an exceptionally harsh array of charges,
carrying potentially over 30 years in prison, to punish an alleged
crime that had no victims” (2013). It is on this real experience that
we shift our attention to the contemporary contestations over the
international governance of the Internet.

The World Summit on the Information Society (WSIS) was
organised by the International Telecommunication Union on behalf
of the United Nations and took place in two phases: the first, in
Geneva (2003), the second, in Tunis (2005). In the Geneva Declaration
of Principles, the first phase of the Summit adopted a common
vision and commitment to building a people-centred, inclusive
and development-oriented information society. The second phase
endorsed the outcomes of the first phase and adopted the Tunis
Commitment and the Tunis Agenda for the Information Society,
which addressed, inter alia, the themes of financial mechanisms and
Internet governance. The latter declared that the “international
management of the Internet should be multilateral, transparent and
democratic, with the full involvement of governments, the private
sector, civil society and international organisations. It should ensure
an equitable distribution of resources, facilitate access for all and
ensure a stable and secure functioning of the Internet, taking into
account multilingualism” (WSIS: 2005: 6).

Virgilio Fernandes Almeida provided an apt metaphor to
appreciate the current contestation over the complex domain of ICTs
and the Internet when he argued that “We can seein a rainforest that
we have many processes at many levels operating simultaneously
to shape its development. The same is true for the Internet. We
can’t govern it but we can damage or even destroy it with certain
actions” (2015)2 Dilma Rousseff, the President of Brazil, in her
speech to the 68th Session of the United Nations General Assembly
on 24 September argued that “(i)nformation and communications

Lhttp://www.rememberaaronsw.com/memories/

2 Professor at the Federal University of Minas Gerais and chair
of Netmundial conference at the UNESCO High-Level Governmental
Dialogue, Tuesday, 3 March 2015.
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technologies cannot be the new battlefield between States. Time is
ripe to create the conditions to prevent cyberspace from being used
asa weapon of war, through espionage, sabotage, and attacks against
systems and infrastructure of other countries” (2013).

One of the software programmes exposed by Snowden was
the USA government’s National Security Agency’s Treasure Map
which provides a “near real-time, interactive map of the global
Internet” and apparently uses “red core nodes” as visual indicators
which outline the carriers and private networks which have already
been accessed by the Five-Eyes!. These red-signalled locations
denote signals intelligence points-of-interest, and effectively
comprise a visual map of network nodes currently or recently under
surveillance. This software is also capable of mapping routers and
end-user devices attached to the networks that they facilitate and
instructsits analyststo “map the entire Internet” on a constant basis
and at device-level detail (Miiller-Maguhn et al: 2014).

The leaders of African Network Information Centre
(AFRINIC), American Registry for Internet Numbers (ARIN),
Asia-Pacific Network Information Centre (APNIC), Internet
Architecture Board (IAB), Internet Corporation for Assigned
Names and Numbers (ICANN), Internet Engineering Task Force
(IETF), Internet Society (ISOC), Latin America and Caribbean
Internet Addresses Registry (LACNIC), Réseaux IP Européens
Network Coordination Centre (RIPE NCC) and the World Wide Web
Consortium (W3C) met in Montevideo, Uruguay, to consider current
issues affecting the future of the Internet in October 2013. These
institutions are primarily responsible for the coordination of the
Internet technical infrastructure globally. These ten organisations
expressed “strong concern over the undermining of the trust and
confidence of Internet users globally due to recent revelations of
pervasive monitoring and surveillance” (ICANN: 2013).

The Montevideo Statement on the Future of Internet Cooperation
“identified the need for ongoing effort to address Internet Governance
challenges, and agreed to catalyse community-wide efforts towards the
evolution of global multi-stakeholder Internet cooperation” and called
for “accelerating the globalisation of ICANN and IANA functions,

! This is a reference to espionage agencies of Australia, Canada, New
Zealand, the UK and the USA.
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towards an environment in which all stakeholders, including all
governments, participate on an equal footing” (ibid.). The government
of the USA however argued that “(w)e believe it is wise to avoid
excessive deliberation on issues known to divide participants beyond
a distance that can reasonably be bridged in two days. For example,
we would discourage meeting participants from debating the reach
or limitations of state sovereignty in Internet policy. We are optimistic
that NET mundial can meaningfully contribute to the development of
Internet governance principles by focusing on those topics that enjoy
broad support” (USA: 2014).

The 9th Annual Internet Governance Forum (IGF) was held in
Turkey in September 2014. According to the UN, the IGF enabled
“all stakeholders to exchange knowledge and ideas about the
development of the Internet. ... Discussions in the main sessions
focused on a number of themes, including policies enabling access,
growth and development, network neutrality, the role of ICANN
and the stewardship transition of the Internet Assigned Numbers
Authority functions and the evolution of the Internet governance
ecosystem, including the role of IGF” (2015: 20).

The continued inability for the multilateral system to
generate an effective and binding global agreement has resulted
in the emergence of initiatives driven largely from civil society.
These include the following two processes that are being taken
forward. First, the Internet Social Forum (ISF) was launched
at the World Social Forum, 2015, in Tunis, through a workshop
entitled “Organising an Internet Social Forum — A Call to Occupy
the Internet”. The workshop gathered together over civil society
organisations! and emerged with a call to hold an Internet Social

1 Just Net Coalition, P2P Foundation, Transnational Institute, Forum
on Communication for Integration of our America, Arab NGO Network for
Development, Agencia Latinoamericana de Informacion, Alternative Informatics
Association, Knowledge Commons, Open-Root/EUROLINC, SLFC.in, CODE-
IP Trust, GodlyGlobalorg, Centre for Community Informatics Research,
Development and Training, IT for Change, Association for Proper Internet
Governance, Computer Professionals Union, Free Press, Advocates of Science
and Technology for the People, Other News, Free Software Movement of India,
Global Geneva, Solidarius (Solidarity Economy Network), All India Peoples
Science Network, Institute for Local Self-Reliance — Community Broadband
Networks, Digital Empowerment Foundation, and Instituto del Tercer Mundo.
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Forum (ISF) and develop a People’s Internet Manifesto. The ISF
is intended as a space to vision and build the “Internet we want”
and which would be underpinned by values of democracy, human
rights and social justice. It is anticipated that the People’s Internet
Manifesto would stand for participatory policymaking and promote
community media. It would also seek an Internet that is truly
decentralised in its architecture and based on people’s full rights
to data, information, knowledge and other “commons” that the
Internet has enabled the world community to generate and share.

Second, is the Web We Want campaign which has suggested
five key principles: 1) Freedom of expression online and offline;
2) Affordable access to a universally available communications
platform; 3) Protection of personal user information and the right
to communicate in private; 4) Diverse, decentralised and open
infrastructure; and 5) Neutral networks that don’t discriminate
against content or users (WWW Foundation: 2014). This campaign
is apparently aligned with the vision of the UN’s Declaration of
Human Rights, is orientated towards social justice and seeks to
generate a ‘Magna Carta for the Internet’ (Tim Berners-Lee: 2014).
From these emergent alternativesin advancing a new international
regime for the governance of the Internet, we turn to the ICTs and
the Internet in the BRICS countries.

3.0 ICTs and the Internet in the BRICS

According to the Partnership on Measuring ICTs for
Development “over 90 per cent of the world’s population is now
covered by mobile networks. The number of mobile subscriptions
is almost equal to the world’s population. Almost 50 percent of
the world’s people are estimated to be subscribers, while some 44
percent of households are estimated to have Internet access and
some 39 per cent of people, to be Internet users” (UN: 2015: 3).
Table-one provides summary ICT data that is officially hosted by
the International Telecommunications Union (ITU) for the BRICS
countries. Also included as a comparator is the USA, and all the
data is normalised for population size. Whilst all the BRICS have a
lower density of fixed-line telephone subscriptions in comparison
to the USA, most BRICS have a higher level of Mobile-cellular
subscriptions. This is indicative of the technological leap-frogging
that characterises the international situation. With respect to
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broadband subscriptions, most access is generated through mobile
connections. Households with computers are very uneven and those
with Internet access generally lower than the ratesin the USA. The
USA maintains an over-20% lead with respect to individuals using
the Internet. The next section details the history of the Internet in
the BRICS countries

Table 1: ICT Statistics for BRICS (2013)
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Brazil 22.3 135.3 10.1 51.5 48.8 424 | 51.6
Russia 28.5 152.8 16.6 60.1 69.7 67.2 61.4
India 2.3 70.8 1.2 3.2 11.9 13 15.1
China 19.3 88.7 13.6 214 43.8 439 | 45.8
South 9.2 1475 3.1 25.2 258 | 394 | 489
Africa
USA 42.2 95.5 28.5 92.8 80 77.3 84.2
per 100 per 100 per 100 per 100
inhabi- inhabi- inhabi- inhabi- (%) (%) (%)
tants tants tants tants
Source: ITU (2015) ICT-Eye, Various Country Profiles as at April 2015.

The history of the internet in Brazil could be seen to have
begun when Fundacdo de Amparo & Pesquisa do Estado de
Sao Paulo (FAPESP) and the National Laboratory of Scientific
Computing (LNCC) exchanged data packets with Fermilab in the
USA in 1987 (Foureaux: 2010). The Universidade Federal do Rio
de Janeiro (UFRJ) also successfully connected to the University
of California in Los Angeles (UCLA) in 1988 and which enabled
several other universities and research centres to also implement
internet connectivity. The Brazilian Institute for Social and
Economic Analysis (IBASE) created a basic email and electronic
conferencing service called AlterNex to make possible the sharing
of information among progressive non-governmental organisations
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throughout the Brazil in 1989 (Albernaz: 2002). Altenex would also
become a founding member of the Association for Progressive
Communications (APC) whose vision remains “(a)ll people have
easy and affordable access to a free and open internet to improve
their lives and create a more just world” (APC: 2015). The Country
Code Top-Level Domain .BR was also generated in 1989. From its
roots in academia and progressive NGOs, the internet became
a public infrastructure in Brazil in 1995. It was estimated that
107,822,831 individuals could access the Internet, via computer or
mobile device, within the home where that individual lived in Brazil
in 2014. That number represented 53.37% of the domestic population
and 3.69% of the world population of internet users.

The All-Union Institute for Applied Automated Systems of
the State Committee for Science and Technology (VNIIPAS) was
a key organisation in advancing Russia’s internet development
and tested links between Russia and Austria in 1982. A major
internet connection between Moscow and Helsinki University was
established by the National Research Centre Kurchatov Institute
in 1990. The APC’s “GlasNet”! project also connected citizens
of various cities onto the internet in 1991. Russia was added to
USENET in 1991 through the domain name: kremvax.demos.su
which paid tribute to a now infamous hoax perpetuated by Piet
Beertema on 1 April 1984. Whilst the RU Country Code Top-Level
Domain was registered in 1993, the .SU domain continues to be used.

The Educational Research Network (ERNET) was established
inIndia asa jointinitiative of the Government of India’s Department
of Electronics and the UNDP in 1986. The Country Code Top-Level
Domain .IN wasinitially delegated to India in 1989. Videsh Sanchaar
Nigam Limited (VSNL) introduced public internet access in India
via dialup services in 6 cities on 15 August 1995. It was estimated
that 243,198,922 individuals could access the Internet, via computer
or mobile device, within the home where that individual lived in
India in 2014. That number represented 19.19% of the national
population and 8.33% of the world population of internet users.

1 The first non-profit, non-governmental telecommunications network
established in the Soviet Union as a network for people there who have access
to electronic communication equipment; typically a personal computer of
some kind and a modem.
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Whilst Tsinghua University began to provide email services
in 1988, the Chinese Academy of Sciences (CAS) established its
National Computing and Networking Facility of China (NCFC)
project in 1989. The Country Code Top-Level Domain .CN was
registered in 1990 and the NCFC connected to the Internet in 1994.
It was estimated that 641,601,070 individuals could access the
Internet, via computer or mobile device, within the home where
that individual lived in China in 2014. That number represented
46.03% of the national population and 21.97% of the world population
of internet users.

The South African telecommunications industry can be
traced back to 1958 (Kaplan: 1989). This was a decade after the
National Party became the government of the country and began
establishing “grand apartheid”. The country’s route to the Internet
was therefore mediated by the struggle of the majority of the
country’s people against an illegitimate minority regime. By the
1980’s, increased domestic resistance to apartheid, in combination
with external solidarity and a growing international movement
for sanctions had isolated the white minority regime and created
conditions of “dual power” in the country. In July 1986 a national
state of emergency was declared and would remain in force until
1989. During this period, the country was effectively controlled
through a National Security Management System through the
State Security Council and had usurped even the tokenistic
“Westminster” apparatuses of the government.

It wasin the context of the escalation of the national liberation
struggle that a decision was taken for the establishment of the
internet by the Committee of University Principles and the
Foundation for Research Development in 1987. With the country
already experiencing international academic boycotts and under
duress of more general sanctions, Vic Shaw admitted that “(t)
his problem was overcome by the willingness of the Fidonet
organisation, and particularly one of its “sysops” to provide a
connecting node and thus to open up international networking to
this part of Africa” (Shaw: 1992: 4). This network began operating
in 1989 and the Country Code Top-Level Domain .ZA wasregistered
in 1990. Figure-six shows this early Internet infrastructure in
South Africa.
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Figure 8: South Africa’s UNINET-ZA Internet before 1994
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Source: Shaw (1992)

As noted by Adam and Gillwald, the reform of the sector in
South Africa followed the following almost universal road involving
“the revision of policy and regulatory frameworks, separation
of postal telecommunications services, enacting of sector laws,
creating autonomous regulatory agencies, privatisation of the
state-owned telecommunications operator and liberalisation of
the mobile and Internet sectors” (2013: 2-3). Charley Lewis has
shown how the diffusion of the Internet took place under very
difficult circumstances where the incumbent state utility, Telkom
utilised its monopoly position to essentially retard the emergence
of Internet Service Providers (ISPs) (2005). Lewis also recounts
how Telkom itself miscalculates the future of the Internet and
loses the opportunity to itself act as an early ISP (2005: 8). By
1997, an equity stake of 30% of Telkom South Africa was sold
to a consortium of South Western Bell of the USA and Telekom
Malaysia for US$1.3 billion (Adam and Gillwald: 2013: 3). South
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Africa’s reform of the sector apparently sought an “incremental,
yet organic approach to ICT policy making with a focus on building
blocks such as national educational capacity, infrastructure,
content and public sector service delivery through ICTs” (Ibid.:
6). In assessing the results of this process, it was noted that the
“political economy of structural reform remained sensitive toissues
of power relationships, leadership, incentives and interests due
to the revenue streams, employment and political implications of
liberalisation and privatisation” (Ibid.: 10).

Notwithstanding the environmental and institutional
constraints, Statistics South Africa, estimated that 24,909,854
individuals could access the Internet, via a computer or mobile
device, within the home where that individual lived in South Africa
in 2014. That number represented 46.88% of the domestic population
and only 0.85% of the world population of internet users. It also
showed that households in the country spent approximately R91.6
billion on ICT products in 2012. With total household expenditure
amounting to R1,974 billion, ICT products and services constituted
4.6% of total household expenditure in 2012. On average, for every
R100 spent by a South African household, R4.60 was therefore spent
on ICTs. Figure-nine disaggregates the average South African
household spending on ICTs.

Figure 9: Disagregated SA Household Spending on ICT
(2014)
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As shown in Figure-nine, more than half of the total [R2.90]
of R4.60 expended, is allocated to securing telecommunications,
broadcasting and information supply services such as pay-television
subscriptions, cell phone airtime and broadband. Smaller portions
are then utilised for the communication equipment (R0.80); content
and media products (R0.50); computing machinery (R0.30); with
the remaining R0.10 being then spent on other ICT items (StatsSA:
2015).

Statistics South Africa further estimates the direct contribution
of the ICT sector to the country’s GDP was R94.7 billion or 2.9% of
total GDP in 2012 (ibid.). The largest contributor to total ICT GDP
was telecommunications services which was valued at R64.8 billion
or 2.0% of total GDP, followed by computer services at R7.3 billion
or 0.2% of total GDP, and ICT manufacturing at R6.6 billion or
0.2% of total GDP (ibid.). ICT exports constitute only 2.8% of South
Africa’s total exports in 2012. These exports consisted mainly of
telecommunications, broadcasting and information supply services,
including knowledge services. The total value of the ICT exports
was worth R26.8 billion, whilst nearly R105.7 billion’s worth of ICT
products were imported in 2012.ICT imports accounted for just over
10% of all imports in that year. The largest imported ICT product
was radio, television and communications equipment, comprising
47.5% of all ICT imports. Thus, South Africa generated a large ICT
trade deficit of R78.9 billion for 2012 and continues the country’s
role as a net importer of ICTs.

4.0 Conclusions

As Odoevsky had imagined more than a century ago, ICTs and
the Internet hold the possibilities of enabling a better life for all of
the world’s population. For BRICS to play a more central role in
the domain of ICTs and the Internet, requires the five constituent
countries to pay more attention to the scientific domains
underpinning them, being acutely aware of the technological
trajectories currently being advanced and intervening in the
global policy debates about global regulation and governance
of ICTs and the Internet. We also need to better understand the
role and use of these enabling instruments in global struggles for
emancipation from the avarices of transnational corporations,
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their political machinations of maintaining hegemony on world
affairs and support substantive participatory democracies. As
noted by Singh “...without systemic global responses to even the
playing-field, if not control it, the disparate national and local
level attempts at economic development and equity will never
be enough” (2015a: 2).

The Durban University of Technology, the venue of the 5th
BRICS Academic Forum, recently hosted a symposium entitled
“Generation Open — The Promise of Open Access and Open
Educational Resources” in October 2014. Emerging from the
symposium was the following declaration: “We subscribe to the
ideal of a Web which is a good basis for democracy and which resists
balkanisation/fragmentation in the face of current concerns about
surveillance. Yet we do want a Web that is safe for all: safe from
intrusion, obstruction, manipulation and political interference.
We expect a Web with “net neutrality” giving every user equal
access to the bandwidth and ease of use available to big business
and to governments. We also want an open Web which allows
and promotes free expression and sharing of information and
knowledge, but which protects personal privacy and curbs hate
speech and child pornography. We want a Web that opens up and
extends access to knowledge to the whole world population” (DUT:
2014). Such local articulations are important and necessary as they
reaffirm the need to ensure net-neutrality.

Ensuring net neutrality requires the BRICS to intervene in
the struggle to maintain a free and open Internet. Net neutrality
is “an egalitarian principle as applied to a key building block and
determinant of our new social systems, which the internet is. (Singh:
2015b: 14-15). Thismeans that the rights of transnational corporations
who seek to dilute the regulatory powers of multilateral institutions
must be curtailed as this opens the possibilities of them establishing a
tiered system through the slowing down of traffic to stifle competition
and/or charging additional fees to speed up access and transmission.
The transnational corporations and the resulting oligopolies must
also be regulated to ensure that the digital commons is preserved
as a global public good. Intellectual property rights must be used to
ensure a transparent disclosure system that advances rather than
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retards research and development. By the BRICS taking a positive
stance towards “Open Innovation”! a strong international signal will
beissued that encourages the generation of domestic capabilities and
the building of local competences in critical ICT domains.

With the revolutionary role played by ICTs in connecting the
world and the ubiquity of the Internet, ensuring universal access
across all platforms from wired broadband to wireless connections
beyond mobile telephony to include the internet-of-things must
be realised as a global commons and public good. Redressing
inequalities and safeguarding the citizens of the BRICS with
respect to their privacy and civil liberties becomes paramount.
This however must not be to the exclusion of the rest of humanity.
The BRICS must ensure sufficient national, regional and global
interventions that encourages local participation, advances and
enhances multilateralism; and discourages unilateralism by
historically hegemonic states that seek to reproduce the effective
concentration and monopoly power occupied by their transnational
corporations. The BRICS should enable a global governance regime
for the internet whereby predatory practices will be discouraged.
The BRICS as representatives of the majority of humanity must
safeguard the Internet, ensure digital liberty, and expand our
knowledge commons as a truly global public good for all.

Cooperation among BRICS on ICT Development and
Internet Governance for Network Stability and Sustainable
Development

Guo Feng?
I. Overview of BRICS in ICT Development and Internet
Governance

1 “Open innovation is the use of purposive inflows and outflows of
knowledge to accelerate internal innovation, and expand the markets for
external use of innovation, respectively. [This paradigm] assumes that firms
can and should use external ideas as well as internal ideas, and internal
and external paths to market, as they look to advance their technology”
(Chesbrough et al.: 2006).

2 Chinese Academy of Telecommunication Research
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From the beginning of 215 century, Internet as the symbol of
ICT development has become the global applicable infrastructure,
which takes human society to the age of cyberspace and has been
fostering innovation and prosperity.

Today over 3 million people! are connected to the Internet. In
a few more years, it is expected that there will be approximately 5
billion. Even more impressive is in mobile internet, cloud computing,
Big Data, Internet of Things (IoT) in the past few years.In 2014, the
global cloud computing market volume reached up to 150 billion
USD2 The momentum of development is speeding up. According
to Cisco Visual Networking Index (VNI)3 by 2018, there will be
nearly four billion global Internet users (more than 51 percent of the
world’s population), up from 2.5 billion in 2013.By 2018, there will
be 21 billion networked devices and connections globally, up from
12 billion in 2013.Globally, the average fixed broadband connection
speed will increase 2.6-fold, from 16 Mbps in 2013 to 42 Mbps by
2018.Globally, IP video will represent 79 percent of all traffic by
2018, up from 66 percent in 2013.

In the past several years, BRICS had witnessed fast
development in ICT sector. Statistics from ITU shows that the
Internet penetration of most of BRICS comes to 45% or even higher
in 2013. Mobile penetration in Brazil, Russia and South Africa
go beyond 135% from year 2013, which indicate that every 100
inhabitants in these three countries possess 135 to 152 cell phones
or mobile devices. The total mobile subscribers in China and India
are more than 2 billion which almost count for 30% of the world
population.

Along with the rapid growth of Internet and ICT, BRICS
emerging as ineligible forces in digital economy had been playing
more important and active role in the arena of Internet Governance.

! Internet World Stats- http://www.internetworldstats.com/stats.htm
3,035,749,340 Internet users estimated for June 30, 2014

2 Estimated from Gartner statistics
3 Cisco Visual Networking Index (VNI)- www.cisco.com/web/
solutions/sp/vni/vni_forecast highlights/index.html
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CHART 1.1 Percentage of Individuals using the Internet of
BRICS, 2008-2013
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BRICS were at World Summit on Information Society (WSIS)! in
2003 and 2005 and exert influences on the outcome of the important
topics discussed such as ICT for Development, stability and security
of Internet, critical Internet resources, which were reflected in
Geneva Declaration of Principles, Geneva Plan of Action, Tunis
Commitment and Tunis Agenda for the Information Society. In
2007 and 2008, Brazil and India had hosted Internet Governance
Forum respectively.

! The World Summit on the Information Society (WSIS) is held in
two phases. The first phase of WSIS took place in Geneva hosted by the
Government of Switzerland from 10 to 12 December 2003. The second phase
of WSIS took place in Tunis from 16 to 18 November 2005. The objective
of the first phase was to develop and foster a clear statement of political
will and take concrete steps to establish the foundations for an Information
Society for all, reflecting all the different interests at stake. At the Geneva
Phase of WSIS nearly 50 Heads of state/government and Vice-Presidents,
82 Ministers, and 26 Vice-Ministers and Heads of delegation as well as high-
level representatives from international organizations, private sector, and
civil society provided political support to the WSIS Declaration of Principles
and Plan of Action that were adopted on 12 December 2003. More than 11,000
participants from 175 countries attended the Summit and related events.
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CHART 1.2 Mobile-cellular telephone subscriptions per 100
inhabitants of BRICS, 2008-2013
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CHART 1.3 Fixed (wired)-broadband subscriptions per 100
inhabitants of BRICS, 2008-2013
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In 2013, The Internet Corporation for Assigned Names and
Numbers (ICANN) chose Beijing and Durban to hold the 46" and
47* JCANN global meeting. Last year, Brazil organized Global
Multistakeholder Meeting on the Future of Internet Governance
known as NETmundial in April which attracts stakeholders from
around the world. NETmundial Initiative (NMI) as the follow-up
of NETmundial will be carried out as an important workstream
in Internet Governance. The next November the 10** IGF! will
be held at Jodo Pessoa, Brazil. Representatives from Russia,
China and South Africa had participated Accountability and
Transparency Review? as the review team Members. Last but not
least, all stakeholders from BRICS have been actively following
and participating in the processes of IAN A stewardship transition.

Key Issues Faced by BRICS on Global ICT and Internet
Governance

Internet Governance is a hot topic today and has become the
subjective for many global meetings and international forums in
particular since the explosion of Edward Snowden leaking Prism
project to the world. Internet Governance contains a wide range
of issues because that Internet penetrates every aspect of human
life. However, from the perspective of BRICS, several issues can
be identified which are highly relevant for BRICS to make efforts
to way in the Internet Governance at present.

i. IANA Stewardship Transition

The Internet Assigned Numbers Authority (IANA)is a traditional
name used “to refer to the technical team making and publishing
assignments of Internet protocol technical parameters”. This technical
team performs a set of tasks that involve the administration or

LIGF 2015 will be convened in Jodo Pessoa, Brazil — 10 November 2015

2 The Affirmation of Commitments (AoC) requires ICANN to conduct
recurring reviews of ICANN'’s deliberations and operations “to ensure that
the outcomes of its decision-making will reflect the public interest and be
accountable to all stakeholders.” Formed in March 2010, he Accountability
and Transparency Review Team 1 (ATRT 1) conducted the review in
2010 and submitted its final recommendations on 31 December 2010. As
mandated by the AoC, a second Accountability and Transparency Review
Team (ATRT2) was convened in 2013, and hereby presents its report of
Recommendations for ICANN on 31 December 2013.
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coordination of many of the identifiers that allow the global Internet
tooperate. These tasks are currently performed by ICANN under a set
of agreements!. As described in the current IAN A Functions contract
between ICANN and NTIA, the IANA Functionsare:1) Domain Name
System (DNS) Root Zone Management; 2) Internet Numbers Registry
Management; 3) Protocol Parameter Registry Management, including
management of the “Address and Routing Parameter Area” (ARPA)
TLD; and 4) Management of the “INTernational treaty organizations”
(INT) top-level domain.

On March 14, 2014, The U.S. Commerce Department’s National
Telecommunications and Information Administration (NTIA)
announced its intent to transition key Internet domain name
functions to the global multistakeholder community. NTIA was
asking ICANN to convene global stakeholders to develop a proposal
to transition the current role played by NTIA in the coordination
of the Internet’s domain name system (DNS)2 NTIA clearly stated
inits announcement that it will not accept a proposal that replaces
the NTIA role with a government-led or an inter-governmental
organization solution.

To carrying out the task, ICANN had developed two parallel
processes: 1. IANA Stewardship Transition®, which focused on
delivering a proposal to transition the stewardship of the IANA
functions to the multistakeholder community. 2. Enhancing ICANN

! Including 1) a contract with the National Telecommunications and
Information Administration (NTIA) of the U.S. Department of Commerce;
2) a Memorandum of Understanding (MoU) with the Internet Engineering
Task Force (IETF); 3) an MoU with the Regional Internet Registries;
4)agreements with some root server operators; 5) contracts, MoUs, and other
agreements with country code Top-Level Domain (ccTLD) administrators;
and 6) a number of contracts with generic Top-Level Domain (gTLD)
administrators.

2 NTIA communicated to ICANN that the transition proposal must
have broad community support and address the following four principles:
1) Support and enhance the multistakeholder model; 2)Maintain the
security, stability, and resiliency of the Internet DNS; 3)Meet the needs and
expectation of the global customers and partners of the IANA services; and,
4)Maintain the openness of the Internet.

3 CWG stewardship — Cross Community Working Group on IANA
Stewardship Transition
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Accountability?, which focused on ensuring that ICANN remains
accountablein the absence of its historical contractual relationship with
the U.S. Government. However, taking from the current development,
the transition will not meet the previously-set target date.?

CHART 2.1 Overview of the IANA Stewardship Transition
and Enhancing ICANN Accountability Processes
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Assessment of each operational community's respective Assessment of ICANN's accountability in light of its changing
oversight and accountability to the IANA functions historical relationship with the U.S. Government

Source: ICANN

There are good reasons for people to speculate the linkage
between Snowden Incident and the US government’s announcement
for TANA stewardship transition. The fact is that the US
government’s action did alleviate a lot of pressure against US
government because of the exposed massive surveillance, even
though US officials had never confirmed the linkage between the
two matters. The core issue for IANA stewardship transitionis the
accountability framework designed which will replace NTIA as
transparent governance structure. The nonsense in the processes
questioned by some of governments including: 1) the oversight
function for IANA was performed by one government, then why

1 CCWG-Accountability — Cross Community Working Group on
Enhancing ICANN Accountability

2The current IANA functions contract expires September 30, 2015.
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can not a group of governments or a government-led take the
oversight function for IANA thereafter.! People even question
more because of Federal Communication Commission’s rolling
out net neutrality rules. 2) The jurisdiction of IANA function (or
ICANN) is a forbidden area for discussion. If one country holds
TANA functions to its own jurisdiction, there will be no ground to
build the real accountability for all stakeholders around the world.

On May 4, Cross Community Working Group on Enhancing
ICANN Accountability (CCWG-Accountability) issued a new
version of accountability proposal? to solicit public comments for
30 days. The proposed enhancements to ICANN’s accountability
framework it hasidentified is regarded as essential to happen or be
committed to before the IANA Stewardship Transition takes place.
It is expected the concrete move for IANA transition will not take
place until the end of this year.

ii. Governments’ Role in Internet Governance (+WSIS review)

As the Internet was emerging from the technical community,
technicians always had the inclination that they regarded Internet
as Utopia and rejected nation states to get involved especially in
early days. In the words of Dave Clark, an Internet founder: “We
reject: kings, presidents, and voting. We believe in: rough consensus
and running code.” In their eyes, territorial government is often
characterized (or caricatured) as “top-down.” For them, difficult
decisions were not imposed by fiat but rather emerged organically
in a “bottom-up” fashion through discussion, argument, and
consensus. In the early and “golden” age, The Internet Engineering
Task Force (IETF) used this informal governance framework to
promulgate standards that deepened, formalized, and ultimately
popularized the basic internetwork design from the 1970s. Popular
Internet features like the modern e-mail system and the World
Wide Web are the products of this era, along with countless other
protocols whose operations are invisible to the average user.?

! Comment from Spanish government shared at GAC mailing list.

2 https://www.icann.org/public-comments/ccwg-accountability-draft-

proposal-2015-05-04-en
3 Jack Goldsmith, Tim Wu, Who Who Controls The Internet? Lllusions
Of Borderless World, Oxford University Press, 2006
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When Internet evolved to be the global critical infrastructure,
nation states had to engage more in the related affairs. In 1997, Ira
Magaziner, the “Internet Cesar” from the Clinton Administration
steppedin firmly tolead the process to create ICANN, putting DNS
system under the oversight of US Government. The trend that a
wide range of nation states getting involved in Internet Governance
started from WSIS. The most heated discussion was around
“unilateral control of critical Internet resources by one country”?,
reflecting nation states seriously considering how to position their
roles in the arena of Internet Governance. In addition, a number
of articles in Tunis agenda explain the necessities for nation states
to engage with public policy issues.? Article 69 of Tunis Agenda
explicitly noted that “we further recognize the need for enhanced

! The Working Group on Internet Governance (WGIG) was a United
Nations multistakeholder Working group initiated after the 2003 World Summit
on the Information Society (WSIS) first phase Summit in Geneva failed to
agree on the future of Internet governance. The first phase of World Summit
on the Information Society (WSIS) agreed to continue the dialogue on Internet
Governance in the Declaration of Principles and Action Plan adopted on 12
December 2003, to prepare for a decision at the second phase of the WSIS in Tunis
during November 2005. In this regard, the first phase of the Summit requested
the United Nations Secretary-General to establish a Working Group on Internet
Governance (WGIG). The main activity of the WGIG was “to investigate and
make proposals for action, as appropriate, on the governance of Internet by
2005”. The WGIG was asked to present the result of its work in a report “for
consideration and appropriate action for the second phase of the WSIS in Tunis
2005”.

2 TUNIS AGENDA Ariticle 58. We recognize that Internet governance
includes more than Internet naming and addressing. It also includes other
significant public policy issues such as, inter alia, critical Internet resources,
the security and safety of the Internet, and developmental aspects and
issues pertaining to the use of the Internet. Ariticle 68. We recognize that all
governments should have an equal role and responsibility for international
Internet governance and for ensuring the stability, security and continuity
of the Internet. We also recognize the need for development of public
policy by governments in consultation with all stakeholders. Ariticle 69. We
further recognize the need for enhanced cooperation in the future, to enable
governments, on an equal footing, to carry out their roles and responsibilities,
in international public policy issues pertaining to the Internet, but not in
the day-to-day technical and operational matters, that do not impact on
international public policy issues.
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cooperation in the future, to enable governments, on an equal
footing, to carry out their roles and responsibilities, in international
public policy issues pertaining to the Internet, but not in the day-
to-day technical and operational matters, that do not impact on
international public policy issues.”

There are a number of occasions where the topic of the role
of governments in Internet Governance attracted much attention.

The World Conference on International Telecommunications
(WCIT-12) was held on 13-14 December. Some 89 Member States
signed the updated treaty on 14 December, supporting expansion
of ITU mandate to Internet and network security. Speaking at the
closing ceremony, ITU Secretary-General, Dr Hamadoun I. Touré,
commented: “A clear majority of Member States has already signed
the new treaty — and these countries represent not just most of the
world’s people, but the great majority of the world’s unconnected
people. We understand that some Member States need to go to their
capitals and constituencies before they can accede to the new ITRs”.

CHART 2.2 Signatories of the Final Acts in WCIT 2012
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Working Group on Enhanced Cooperation (WGEC)! was
established by General Assembly Resolution? within the
Commission on Science and Technology for Development (CSTD)
to examine the mandate of the World Summit on the Information
Society regarding enhanced cooperation as contained in the
Tunis Agenda, through seeking, compiling and reviewing inputs
from all Member States and all other stakeholders, and to make
recommendations on how to fully implement this mandate. Studies
were conducted by WGEC to better facilitate governments to get
involved with Internet-related public policy issues.

The World Telecommunication Policy Forum (WTPF)3 in
2013 came to a close with robust debate among all stakeholders
about the role of government in Internet governance. With
International Internet-related Public Policy Matters as its theme,
during the meeting, ITU member states and sector members, civil
society organizations, and other key international stakeholders
addressed topics such as capacity building, IP addressing, and
Internet governance. Chinese delegation was reaffirming the role of
governments in Internet Governance echoed by developing world
and many European counties.

With Affirmation of Commitments (AoC) sighed between the
U.S. Dept. of Commerce’s and ICANN, periodic community review
of four key objectives are required under the AoC: 1) ensuring
accountability, transparency (“ATRT”), 2) preserving security,
stability and resiliency of the DNS, 3) promoting competition,
consumer trust and consumer choice, and 4) WHOIS policy. ATRT1
and ATRT2 were established to conduct review in 2010 and 2013.
One of the missions for ATRT1 and ATRT2 was “assessing the role
and effectiveness of the GAC and its interaction with the Board
and making recommendations for improvement to ensure effective
consideration by ICANN of GAC input on the public policy aspects
of the technical coordination of the DNS”. The general observation

Lhttp://unctad.org/en/Pages/CSTD/WGEC.aspx
2Para 20, GA Resolution A/RES/67/195

3The World Telecommunication Policy Forum (WTPF) was established
by the 1994 ITU Plenipotentiary Conference as a new type of meeting to
provide a less formal venue for discussion.
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from many countries is that the government’s role (or GAC’s role!)
was dwarfed in ICANN structure. GAC is only an advisory body
without any decision making ability regarding domain namesissue.
Some of the representatives from governments in ATRT1 and
ATRT2 were dedicated themselves to promote and strengthen the
role of governments along with the review processes.

The World Summit on the Information Society (WSIS) will
celebrateits 10 year anniversaryin 2015. UNGA High-level Meeting
on Overall WSIS+10 Review will be held in New York, United
States on 15 December 2015. The respective roles of government
and other stakeholders in the review modality of WSIS+10 Review
caused a lot of debates at the annual session of CSTD.

iii. Digital Divide

A digital divide is an economic and social inequality according
to categories of persons in a given population in their access to, use
of, or knowledge of ICT. The divide within countries (such as the
digital divide in the United States) may refer to inequalities between
individuals, households, businesses, or geographic areas, usually at
different socioeconomic levels or other demographic categories. The
divide between differing countries or regions of the world is referred
toasthe global digital divide, examining this technological gap between
developing and developed countries on an international scale.?

While the information society is growing worldwide, digital
divides remain — and are even widening — in some segments?. In
particular, there is a significant and persistent urban-rural digital
divide, whereby urban citizens enjoy ubiquitous mobile network
coverage, affordable high-speed Internet services and the higher
levels of skills required to make effective use of online content and
services, while the opposite is often the case in rural and remote
areas of many developing countries.

Despite the encouraging progress, there are important digital
divides that need to be addressed: 4.3 billion people are still not
online, and 90 per cent of them live in the developing world.
Fixed broadband penetration stands at 6 per cent in developing

! Governmental Advisory Committee of ICANN
Zhttp://en.wikipedia.org /wiki/Digital divide
3 Measuring the Information Society Report 2014 by ITU
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countries, compared with 27.5 per cent in developed countries, and
growth rates are slowing. Mobile broadband is growing fast, but
the difference between developed and developing regions remains
large, with 84 per cent penetration in the former as against 21
per cent in the latter. Increasing ICT uptake in the world’s least
connected countries (LCCs), which are home to some 2.5 billion
people, should therefore be the policy focus for the years to come.
In these countries, the share of population living in rural areas is
often high, reinforcing the urban-rural digital divide.

Closer examination and disaggregation of the data reveal,
however, that digital divides still exist and that some people are
still excluded from access to communication networks. There are
populations living in rural areas that are not covered by a mobile-
cellular signal (Table 2.1). Even though rural population coverage
isvery high, at 87 per cent globally, at end 2012 around 450 million
people worldwide still lived out of reach of a mobile signal.

CHART 2.3 Mobile-cellular subscriptions by level of
development, 2005-2014 (left) and by region, 2014* (right)
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TABLE 2.1 Rural population covered by a mobile-cellular signal, 2012

Overall mobile-cellular Rural population Rural population Rural population not
population coverage (%) covered (%) covered (millions) covered (millions)
Africa 88 79 498 129
Americas 99 96 171 9
Asia 92 87 2017 309
Europe 99 98 196 3
Oceania 96 81 09 0.2
World 93 87 2’883 450

Source: ITU World Telecommunication/ICT Indicators database
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The divide between developed and developing countries
remains huge: mobile broadband penetration will reach 84 per
cent in the former compared with 21 per cent in the latter. The
high penetration in developed countries is partly due to very high
uptake in populous countries such as the United States and Japan,
where penetration rates reached 93 per cent and 120 per cent,
respectively, at end 2013.
CHART 2.4 Fixed (wired)-broadband subscriptions by level
of development, 2005-2014 (left) and by region, 2014 (right)
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CHART 2.5 Active mobile-broadband subscriptions by level
of development, 2007-2014 (left) and by region, 2014 (right)
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Nevertheless, Internet usage is growing steadily, at 6.6 per cent
in 2014 — 3.3 per cent in developed countries and 8.7 per cent in



developing countries. Indeed, in developing countries, the number
of Internet users will have doubled in five years (2009-2014), and
two-thirds of today’s Internet users live in the developing world.
Growth rates are highest in LDCs (13 per cent in 2014), but they
are starting from low values: by end 2014, only an estimated 8 per
cent of the population in LDCs will be online.

CHART 2.6 Individuals using the Internet, by level of
development, 2005-2014 (left) and by region, 2014 (right)
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A more nuanced analysis carried out toidentify digital divides.
Table 2.2 shows that, for example, domain-name registrations are
still dominated by content providers in developed countries, which
account for over 80 per cent in 2013. Domain-name registrations
from Africa account for less than 1 per cent. The data include both
global top-level domain (gTLD) and country code top-level domain
(ccTLD) registrations, and there are comparability issues related
to registries across countries.

iv. Network surveillance!

In the wake of recent disclosures about cyber espionage, the
discussion surrounding online surveillance continues to capture
global headlines. New technological developments over the past
decade allow governments and other organizations to collect, store
and analyse information relatively cheaply and efficiently. With

! Much of this part were drawn from CIGI report - Finding Common
Ground: Challenges and Opportunities in Internet Governance and Internet-
related Policy
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TABLE 2.2 Total Internet domain registrations by world region, 2003,
2008 and 2013

2003 2008 2013

Millions % Millions % Millions %
World 59.7 100.0 173.4 100.0 245.2 100.0
Developed 496 829 1359 784 1974 805
Developing 71 118 347 20.0 45.0 184
Other/Unknown 31 52 28 16 27, 11
Africa 03 05 10 0.6 23 03
Americas 239 401 718 414 989 404
Asia 53 89 298 172 369 15.0
Europe 258 433 63.7 368 98.0 400
Oceania 12 21 42 24 6.4 26

Source: ITU Partnership (2014). Data supplied by ZookNIC, compiled from ccTLD
and other sources. Figures exclude fifteen ccTLDs which act as virtual gTLDs.

the integration of the Internet into our daily lives, this technology
can assemble a picture of an individual’s entire personal and
professional life with a few computer commands.

Intelligence gathering is an established government function,
but like many things, online surveillance has created a grey area
in the rules of the game. The United States has claimed that it uses
online surveillance methods to protect its citizens against terrorism,
improving state security. US Secretary of State John Kerry! stated
that no “innocent people” were being abused and that surveillance
by several countries had prevented many terrorist plots (The
Guardian 2013). Whether or not these statements are true, the
online factor has complicated our traditional notions and methods
of surveillance and understanding of what constitutes acceptable
levels of surveillance in the international realm.

In response, Brazil and Germany have spearheaded efforts
at the United Nations to protect the privacy of electronic
communications. In the fall of 2013, they drafted a “Resolution on
The Right to Privacyin the Digital Age”.emphasizing that “unlawful
or arbitrary surveillance and /or interception of communications, as

IThe Guardian. 2013. “US Surveillance Has Gone too Far, John Kerry
Admits.” The Guardian, November 1. www.theguardian.com/world/2013/
oct/31/john-kerry-somesurveillance-gone-too-far
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well as unlawful or arbitrary collection of personal data” are “highly
intrusive acts” that “violate the rights to privacy and freedom of
expression and may contradict the tenets of a democratic society”
(UNGA 2013a). And in 2014 Brazil hosted the NETmundial meeting
to elaborate principles of Internet governance and propose a roadmap
for the future development of the ecosystem (NETMundial 2014).

Revelations about US surveillance strategies have also been
felt by the private sector, as some leaked documents revealed that
the agency had intercepted data transmitted on the cables that
link the worldwide data centres belonging to Google and Yahoo
(see Gellman and Soltani 2013).. In an open letter to the United
States, Google and Yahoo, along with several other technology
giants, raised their concerns regarding US national law and data
transparency (see Reform Government Surveillance 2013). Overall,
the revelations have been toxic for the legitimacy of Internet
governance and diplomatic processes, as they have shed light on a
number of serious privacy and transparency issues.

The technical Internet community’s reaction against Snowden
Incident was the Montevideo Statement? on the Future of Internet
Cooperation. ICANN, IETF, ISOC, W3C, RIRs med in Uruguay,
7 October 2013 and produced the Statement “reinforced the
importance of globally coherent Internet operations, and warned
against Internet fragmentation at a national level. They expressed
strong concern over the undermining of the trust and confidence
of Internet users globally due to recent revelations of pervasive
monitoring and surveillance”.

Suggestions for BRICS Cooperation on ICT development and
Internet Governance

As the typical emerging powers around the globe, there
is much room for BRICS to strengthen collaboration on ICT

! Gellman, B. and A. Soltani. 2013. “NSA Infiltrates Links to Yahoo,
Google Data Centers Worldwide, Snowden Documents Say.” The Washington
Post, October 30. www.washingtonpost.com/world/national-security/
nsa-infiltrates-links-toyahoo-google-data-centers-worldwidesnowden-
documents-say/2013/10/30/e51d661e-4166-11e3-8b74-d89d714caddd_
story.html

2 http://www.internetsociety.org /news/montevideo-statement-future-
internet-cooperation
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development and Internet Governance. The pragmatic need for
this is that the prosperity, stability and security and Internet is
and will be tremendously impact social and economic development
for BRICS and the rest of the world. We must not neglect the fact
that cyberspace is the space for Information society and is different
with traditional territories which demand efforts made together
to tackle the challenges.

i. Building consensus within BRICS in regard to ICT
development and Internet Governance

BRICS need to enhance the dialogue and build consensus
on a series issues pertaining to ICT development and Internet
Governance. This kind of work is important that the European
Commission and OECD had made efforts to set up their own
checkpoints for Internet Governance. The OECD Recommendation
on Internet Policy Making Principles! was adopted amid concerns
that the openness of the Internet, which has stimulated innovation,
delivered economic and societal benefits, and given voice to
democratic aspirations — was at risk. On 12 February, 2014, the
European Commission adopted a Communication to the European
Parliament, the Council, the European Economic and Social
Committee and the Committee of the Regions: “Internet Policy
and Governance — Europe’s role in shaping the future of Internet
governance” (COM(2014) 72/4). The European Commission released
“Internet Policy and Governance in plain language”? in May 2014.
Those “info-fiches” provide factual information and background
explanation on 11 key aspects covered by the Communication on
“Internet Policy and Governance”.

Itisrecommended that BRICS take efforts to build consensus
and establish a set of principles on ICT development and Internet
Governance which will help reach common understanding
within BRIC on important issues and amplify the voice of BRICS
internationally.

1 The OECD Recommendation on Internet Policy Making Principles
was released on 13 December 2011. http://www.oecd.org/internet/
ieconomy/49258588.pdf

2 https://ec.europa.eu/digital-agenda/en/news/internet-policy-and-
governance-plain-language
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ii. Enhancing coordination among BRICS on specific
international matters related to ICT development and Internet
Governance

BRICS ought to enhance coordination on specific international
mattersrelated to ICT development and Internet Governance. ICT
development and Internet Governance can ben put as the regular
topic for BRICS meetings at all levels. For example seminars
can be organized on IANA Stewardship Transition and ICANN
Accountability for BRICS government officials, private sector
stakeholders and academicians to exchange views and orchestra
measures and actions toinfluence those important working processes.
In addition, exchange of views and positions conducts regularly
before some of large and important international conference
such as WSIS+10 Review, ITU Plenipotentiary Conference, and
Internet Governance Forum etc. it is alsorecommended that BRICS
encourageitsrepresentatives and stakeholders to promote exchange
of information and coordination at different international occasions
e.g. ICANN and the Governmental Advisor Committee, ITU, as
well as ICT standards organizations. Current, Stakeholders play
a more significant role on the platform of Internet governance in
information age. What’s more important is encourage stakeholders
within BRICS to carry out concrete cooperation on matters related
to ICT development and Internet Governance.

iii. Accelerating ICT Development for BRICS with a set of
measures and tools

Besides the rapid growth in ICT and Internet, the digital divide
still exists because of vast land and unbalanced development in
BRICS countries. It is a crucial task for BRICS to face and take
action against the digital divide. Sharing of experience and best
practice of domestic management of Internet and ICT innovation is
essential for BRICS learning from each other. The good governance
is the basis for Sci-tech improvement. For example it is welcomed
Brazil to showcase its governance model with Brazilian Internet
Steering Committee (CGLbr)!. BRICS can also be the platform
for Internet and IT enterprises in each BRICS country to come

! Brazilian Internet Steering Committee (CGLbr) is considered as one of
the best practices for domestic Internet Governance. http://cgibr/about/
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together to share experience on universal services as well as frontier
technology and services. The development of mobile internet can
be the effective way chosen to serve under developed areas while
fixed infrastructure is not able to be ready overnight.

With the establishment of New Development Bank (BRICS),
it is highly recommended that the financial tools will be used as
efficient as possible to bridge the digital divide. It is suggested
that BRICS experts work together to come up with and identify a
couple of real cost-effective ICT project where investment from
New Development Bank will beneficiary to people in rural area.

iv. Maintaining and safeguarding the stability and security
of cyberspace

Network security is the tough challenge faced by all
governments and stakeholders around the world in the information
age. The robust national security, good protection of privacy and
secured financial transaction rely on a stable and secure Internet and
ICT facilities. President Xi Jinping stressed that the development
of Internet technology should neither infringe the information
sovereignty of other nation states nor put other countries’ security
at stake to seek the absolute security for one country itself. We
cannot afford double standards on Internet. Every nation state
has its right to defend its own network and information security.
It is hoped that this concept is shared by BRICS representatives.

It is recommended that BRICS to develop coordinated
measure and actions to answer network security threat. The
cooperation of CERTs of BRICS could be enhanced to a new level on
tackling cyber-attacks, spam, and phishing etc. It is proposed that
cooperation studies on security technology be conducted among
BRICS to follow up the fast evolution of Internet. Best practice and
experience on security defence is able to be shared.

Conclusion

In Conclusion, along with the rapid growth of Internet and ICT,
BRICS emerging as ineligible forces in digital economy had been
playing more important and active role in the arena of Internet
Governance. BRICS are facing some of the same key issues and
challengesin the area of ICT development and Internet Governance.
The prosperity, stability and security and Internet are and will be
tremendously impact social and economic development for BRICS.
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BRICS need enhance cooperation to answer the challenges for the
network stability, secure cyberspace and sustainable development

ICT Governance Agenda for BRICS — An Eightfold Path

Pranay Kotasthane, Nitin Pai'

Introduction

Knowledge is the currency of power today. Along with
land, capital and labour, knowledge is now the fourth “factor
of production”. These four factors in general, and knowledge in
particular are critical for BRICS states as they aspire to attain
yogakshema? — a state of well-being, prosperity and happiness of
their peoples.

The fastest growing source of knowledge today is the internet.
In fact, the internet is itself a manifestation of the power of
knowledge. More so, the internet has created, and continues to
create, unmatchable knowledge ecosystems by interlinking vast
amounts of information across geographies and time.

Information and Communications Technology (ICT) broadly
refers to the entire supply chain of delivering knowledge using
networks like the internet. ICTs play a pivotal role in reducing
information asymmetry in diversified fields such as education
(through distance learning), health (through telemedicine) and
so on. Given the huge potential of employing ICT in pursuit of
yogakshema, all nation states and multilateral organisations are
investing a great amount of thought about using ICTs better.

Given the importance of ICTs, it is natural that questions are
being asked about who, when and how will govern this currency
of global power. Inits early stages, the internet was envisaged as a
stateless space, without government control.? Consequently, little
attention was paid to the policy regulations. However, recent events,
such asthe Arab Spring, where conventional societies transformed

! Takshashila Institution

2 The concept of yogakshema was first used in Arthashastra, the
ancient Indian treatise of statecraft, and was written by Kautilya.

3 “Internet Governance: Towards greater understanding of Global
South perspectives”, Global Partners Digital, May 2013.
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themselves into radically networked societies by mobilising around
the internet have brought internet governance back into focus.
Technology — specifically the internet and mobile devices — is
seen as an important instrument enabling protests and activism,
especially because they are less sensitive to control mechanisms
traditionally employed by governments of the world.!

The BRICS scenario

The case of BRICS states is particularly interesting with
respect to their ICT statuses. BRICS states constitute one of the
most massive and rapid growing segments of the global internet
community. On one hand, the five nation-states account for 38%
of the world’s total internet audience. On the other, the average
internet penetration rate in these countries is merely 38.8%.2 This
paradox means that BRICS states are in a peculiar position with
regards to ICT and any policy directions related to ICTs should take
into account this peculiarity in user distribution.

Thus, the existing fluid structure of internet governance,
coupled with the under representation of BRICS states on matters
of internet and cyber governance means that it is necessary that
new paradigms on ICTs and internet governance be high on the
BRICS agenda.

This paper presents eight principles for a framework that
addresses the specific issues of BRICS states — low ICT penetration
and yet a huge growth potential. Under this eightfold framework,
specific policy recommendations can be made.

Eightfold path to BRICS policy on ICT & internet governance

1. Increase penetration

First, given that the internet penetration in BRICS states
ranges from a poor 12% (India) to a modest high of 52% (Russia), it is
a joint priority for the BRICS agenda to increase penetration of ICT.

1 “Chapter 10: Networked societies and Hierarchical States: The
emerging challenge to political order” by Nitin Pai and Sneha Shankar in
Promoting Democracy for creating a better and peaceful world, Observer
Research Foundation, 2015.

2 “ICT in the BRICS agenda before the 2015 summit: Installing the
missing pillar?” by Oleg Demidov, Security Index: A Journal on International
Security, Volume 20, Issue 2, 2014.
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This is important because there is a correlation between ICT
penetration and economic growth rate. So when we think of a
BRICS agenda for internet governance, highest priority must be
given for enabling ICT access to maximum number of people in the
shortest duration possible.

Penetration, however, should not come as a result of price
regulation. Fixing prices and enforcing low costs will damage the
ecosystem. Low prices should come as a result of market forces
and competition.

Individuals in the BRICS states want more and better
connectivity to the internet. Provided that individuals are ready to
pay forit, they should be free to tap the information and knowledge
flows from the internet. Keeping low barriers of entry is critical to
the success of ICTs as a networked system.

2. Foster innovation

BRICS states’ success in a knowledge economy relies on
successes at the level of individuals and enterprises, both. Given
that the IT industry is an engine for growth and development in
these countries, they must collectively ensure that these industries
remain globally competitive.

Entrepreneur friendly policies in the ICT space were critical
in making US as the IT superpower in the last two decades. Going
ahead, policies for internet governance in BRICS states should not
create hurdles for entrepreneurs and ensure that they have the
best possible start to build world-class companies.

3. Ensure quality

Itisin the public interest that the IT industry be healthy and
competitive. Overregulation hampers competition. For instance, as
seenin India, the regulators pursued the goal of forcing the telecom
providers tolower user tariffs. The result been that while India has
one of the lowest costs of telecom services in the world, the service
quality is patchy. Broadband service often is of lower speed and
suffers outages. All this is because telecom companies are cutting
costs in these areas. There are few lucrative or premium services
left where they can increase their profitability.

The only protection they enjoy is through licensing — the
government limits the competition they face. Thus, price controls
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can lead to drop in quality which in turn makes the industry and
individuals uncompetitive in the information age.

4. Protect free speech

Any internet governance reform must respect individual freedom.
The reason that internet is such a popular medium is because it allows
for two-way communication. Individuals can freely express their views
at low transaction costs to each other and to organisations. Restricting
freedom of individuals will hamper its growth.

In general, there should be no restrictions on expressing
opinions. Even if there’s a need to protect the rights of other
individuals or governments, clear and narrow definitions of what
constitutes grossly offensive, insulting, annoying or inconveniencing
content must be defined. The nature of these limitations should be
restricted only to words or expressions that present an imminent
threat to the security and integrity of the state, or the security of
its citizens and communities.

5. Build capacity for managing radically networked societies

Individuals in the BRICS states are increasingly networked
with each other following the growth in ICT. Not only through
Facebook and Twitter, people who can receive text messages
on their phones are also plugged in to various local, national and
international networks. This is a flat, networked society.

When such societies encounter the hierarchically ordered
structures of the states they are part of, there is a mismatch in
terms of expectations, response times, and sensitivity to context.
This is true, however democratic the state and whatever degree of
accountability there is of its government. The unresponsiveness of
the state undermines its legitimacy in the eyes of its society. While
a networked society moves fast, a hierarchical government moves
relatively slowly on account of its structure.

Any policy on internet governance must take this structural
mismatch between a hierarchical state and a networked society.
BRICS states must invest in mechanisms that enable them to
respond to the challenges posed by radically networked societies.

6. Upholding individual dignity

Upholding the individual dignity is a primary responsibility of
the state. However, this responsibility becomes tough to implement
in the context of the internet.
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Given the central role that data plays in platforms’ business
models, it is unlikely that any steps that governments take can
decrease providers’ incentives to exploit data. Given the significant
complexities involved in data exploitation, it is unlikely that end
users will be able to effectively negotiate a privacy policy, even in
a context of full transparency.! Hence, BRICS governments will
have to come up with regulations preventing data exploitation.

7. Enable democratic participation

Giventhat theinternet remainsa place that fosters the freedom
to air opinions, it is a potential tool for participatory democracy. An
example of the internet being used to seek views on policies is “We
the People” petitioning system used by the US Federal government.
Policies on internet governance should create more avenues for
utilising the internet as a two-way channel between governments
and citizens.

8. Build transparency

Protecting consumer rights should be an important feature
of any internet governance reform. This includes consumer rights
to accurate information about internet services, their pricing and
traffic congestion management practices. This will lead to informed
choices by individuals.

Grievance redressal mechanisms should be set up so that
opaque practices can be curbed.

Annex: Key Indian Perspectives

The Cellular Operators Association of India (COAI) proposal
at NETmundial- Global Multistakeholder Meeting on the Future
of Internet Governance, 23-24th April, Sao Paulo, Brazil had the
following to say on internet governance:

A critical factor in the success of the Internet has been the
multi-stakeholder framework and open access. In recent days,
however, there is a growing concern about the excessive influence
of one country over some of the internet governance mechanisms.
Governments are coming to terms with their new role in the
internet and social media space. The Tunis Agenda 2005 recognizes

1 “The role of government in internet” by James Allen and Nico Flores
for Analysys Mason, 18th April 2013.

213



a role for multistakeholders such as government, businesses, civil
society, technical community, academia and media.

Nikhil Pahwa, who runs Media Nama, a portal for analysing
digital media in India presents the viewpoints of consumers,
industries and governments on internet privacy in India:

The government’s top concern is national security, even
though it realizes that there is a need to enhance education and
cyber literacy, and help people acquire netiquette. It understands
the benefits of the Internet and, in India, initiatives have been
undertaken to bring the next billion online.

However, the government needs to find a balance between
protection of civil liberties and intellectual property rights. There
is a need for providing an enabling legal framework for growth of
commerce online. Among the levers to which the government can
resort to assert itself are legislation — which it has done through
the IT Act of 2008, and the IT rules of 2011; and surveillance, which
in India is a sovereign right.

However, it has been found that surveillance and monitoring
in India does not have focus. Many argue that India needs to have
a framework that helps to identify unethical acts, and focus on
naming and shaming.

The industry is also afraid that the government may have a
socialist agenda and would like to see a legal framework under
which content can be distributed legally, or downloaded legally.
Industry also fears that the government doesn’t quite understand
how the industry works, which could lead to an uneducated and
disproportionate reaction.

The digital consumer wants to be empowered; to have the
ability to voice his/her opinion; to create an online identity, not
necessarily the same as their offline identity; and to connect with
one another. The consumer wants unfettered access to content for
free.

Consumers are afraid of being targeted, tracked and blocked
by the government. They fear that the corporates will make
content paid or consolidate, leaving them with fewer choices. They
are starting to be concerned about their privacy and freedom of
expression, especially when their employers might be watching.
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Pranesh Prakash, the Policy Director of the Centre for Internet
and Society, a Bangalore-based non-profit that engagesin research
and policy advocacy says the following about India’s proposal to
UNCRP in 2011:

Currently, that fear of governments taking control of the
internet is misplaced. However, multi-stakeholder-ism isn’t
represented well enough in the Indian proposal and it could be
better. I don’t think that this is an attempt by the Indian government
or governments to take over the Internet. It is providing too much
centrality to governments as things stand, and that can be made
better, but the status quo is worse than what the proposal.
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CHAPTER 6
NEW DRIVERS OF BRICS ECONOMIC
COOPERATION

BRICS in International Economic Governance

Sun Jingying'

The world power is undergoing a significant change with

the rise of BRICS. The so called “rising power” raises questions
about the stability of the global governance and the future of the
Western-sponsored International order. As anticipated by the
UN post-MDGs: “The South has risen at an unprecedented speed
and scale... By 2050, Brazil, China & India combined are projected
to account for 40% of world output in purchasing power parity
terms.”? The rapid rise of the BRICS has become more evident
since the first decade of the twenty-first century. However, the
psot-2015 era is likely to be different from that anticipated by
the UN post-MDGs: as the global South comes to overshadow
the hitherto hegemonic North?, so its own regionalisms may come

! Peking University

2 UNDP 2013 Human Development Report—The Rise of the South:
human progress in a diverse world, pp. 1—2 website: http://211.136.10.57/
videoplayer/hdr2013_en_complete.pdf?ich_u_r i=0359c939£092c70163c2e
9771d3ad819&ich_s t a r t=0&ich_e n d=0&ich_k e y=154505891375
0563512413&ich_t y_p e=1&ich_d i s k i d=6&ich_u n_i t=1

3 Abdenur A E and de Fonseca J M E M (2013) The North’s growing role
in South-South cooperation: Keeping the foothold. Third World Quarterly;
34 (8): 1475—-1491
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to balance, even challenge, the EU as “model”!. So 2015 may be
more of a turning point for the global political economy than the
UN and others imagined when they anticipated post-Millennium
Development Goals (MDG).2 The “New Global Partnership” may
be different than it has anticipated and advocated.?

For many researchers, the rising BRICS are not 