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Abstract

International trade and investment declined sharply in the aftermath of the 2008 financial crisis. To coordinate
policy responses in the wake of this crisis, the Group of Twenty (G20) was elevated to the leaders’ level and
the BRICS grouping of Brazil, Russia, India, China and South Africa was founded as a summit to gather
leaders from the most important emerging economies. This contribution reviews the work of both fora to restore
trade and investment. We show that, despite efforts to stimulate cross-border trade and investment, neither has
returned to pre-crisis levels. This is especially the case regarding international investment for the G20 members,
although the data show a revival of trade. In general, BRICS members have been able to recover more quickly.
Although their decisions have not always been implemented by members, the G20 and BRICS have proven to be
effective fora for coordinating efforts and compliance has been rather high. However, this contribution argues
that more can be done, especially regarding investments. The future will tell whether these two bodies will
continue to be complimentary and whether they will be able to withstand protectionist and nationalist reflexes.
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Introduction

The 2008 financial crisis originated in the United States but had global repercussions.
As the first effects of the crisis unfolded in Anglo-American financial markets it be-
came apparent that strong interlinkages between financial markets would lead to a
world-wide financial crisis. Moreover, the financial turmoil soon spilled over into the
real economy and had a significantly negative impact on a variety of macroeconomic
variables [Stiglitz, 2010]. The impact of both the collapse of financial markets and the
real economy resulted in a global economic recession. Originally, it was assumed that
the weak integration of the economies of the least-developed countries (LDCs) with
the global financial markets would act as a buffer against the fallout of the crisis [ Bhat-
tacharya and Dasgupta, 2012]. However, this downturn created havoc in the economies
of the LDCs as well as in the major developed and emerging economies. The crisis was
truly global.

To move from a global downturn to renewed growth, certain policy measures had
to be undertaken. Two of the most promising avenues to relaunch national and global
economies are cross-border investments and trade. However, both trade and invest-
ment were seriously negatively affected by the crisis. Thus, effective leadership was a
prerequisite to get back on track.

Due to ever-increasing economic globalization, nation-states are no longer able to
single-handedly boost their investments and trade without affecting other economies.
Indeed, the contemporary nation-state is subject to both bottom-up (through newly
empowered regions, provinces and municipalities) and top-down (from supranational
organizations) dynamics that greatly diminish its ability to implement its preferred po-
licies.

To withstand pressure to employ protectionist and beggar-thy-neighbour policies,
the major economies had to look for cooperation and leadership elsewhere. As a result,
they came together in two major steering bodies: the Group of Twenty (G20) and the
BRICS grouping of Brazil, Russia, India, China and South Africa. Cooperation in
these bodies allows members to reap certain benefits. As argued by Van Kerckhoven
and Crombez [2015], these fora allow countries to agree upon a focal equilibrium when
many options are available, provide a forum for bargaining and information transmis-
sion and allow for “package deals” whereby each member can gain. Moreover, since
both bodies are informal, they give members a certain amount of room to manoeuvre.

Through their summitry, the G20 and the BRICS are among the most impor-
tant global governance mechanisms. Both are located at the nexus of global decision-
making which allows them to play a significant role in the decision-making of trade and
investment policies. In this context, this contribution explores the question of whether
the G20 and the BRICS helped to overcome the fallout of the crisis, and if so, how.

Following a discussion of G20 and BRICS summitry in section two, we under-
take an analysis of the impact of the financial crisis on the world and the members of
these bodies in section three. Section four examines the decisions taken by the G20
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and the BRICS regarding trade and investment. Particular attention is devoted to the
compliance of the members with decisions taken at the G20 and the BRICS summits.
Our contribution concludes with summary remarks, including recommendations for
the future.

Leaders in Global Governance: G20 and BRICS Summitry

The contemporary global economy involves a wide variety of actors, including but not
limited to states, international organizations, multinational enterprises, non-profit en-
tities and various other bodies.

The ever-increasing globalization of economies ensured that national measures
fell short in providing the responses needed to the crisis and it was recognized that co-
operation was the only way forward. Countries gathered to address some of the major
flaws that caused the crisis and to attempt to rapidly relaunch the global economy. In
this context, the BRICS was established and the G20 was elevated to ensure and steer
recovery after the financial and economic crisis.

The G20 contains 20 systemically important economies (the European Union
(EU) and 19 national economies). The premier goal of the G20 is to promote informal
dialogue on a wide range of economic and financial issues among systemically impor-
tant countries within the institutional framework of the Bretton Woods system (see
[Kirton, 2013]). Equally important, the G20 aims to enhance cooperation between its
members in order “to achieve stable and sustainable world economic growth that bene-
fits all” [G20, 2008].

Initially, the G20 was founded in response to the Asian financial crisis and was
composed of the finance ministers and central bank governors of its members. In its
early years, the G20 as a forum of finance ministers proved to be a valuable forum
for crisis management, but the relevance of the G20 decreased as the Asian countries
slowly recovered [Woods, 2011]. When the global financial crisis hit the world in 2008,
memories of the Asian financial crisis led to the rediscovery of the G20. The direct
involvement of the leaders of G20 members was deemed necessary to provide prompt
and strong responses to the global financial crisis [Helleiner and Pagliari, 2009]. Con-
sequently, the G20 was elevated to the leaders’ level. Whereas the finance ministers
of G20 members have continued to meet at an accelerating pace since 2009, the G20
leaders have met only once a year (except for 2009 and 2010 when two meetings a year
took place). Additionally, since 2010, labour and employment ministers of G20 mem-
bers have had their own yearly meetings. In general, the G20 has proven to be a forum
where international coordination works rather well. Several observers have applauded
the commitments made by G20 members as well as their subsequent implementation.
The G20 has also been applauded for ensuring that the global financial crisis did not
result in an even bigger backlash [Drezner, 2014]. However, it has also been argued that
the G20’s commitments are not ambitious enough.
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The G20’s informal outlook and global inclusiveness (far more so than the G7/8)
made it the most suitable body to deal with the issues that emerged since the 2008
global financial crisis. At the very least, the G20 represents a slow and incremental
shift toward greater participation by emerging economies in global economic govern-
ance [Cooper, 2010]. As emerging economies are on par with advanced economies, the
G20 is a pioneer compared to traditional international organizations [ Beeson and Bell,
2009]. Furthermore, because the G20 involves nations’ leaders rather than technocrats
to whom authority is usually delegated, it can provide timely answers to issues which
arise suddenly and has an enhanced ability to overcome policy differences among its
members. Currently, the G20’s agenda has broadened from its initial focus on crisis
management to include structural economic issues [Wouters and Van Kerckhoven,
2011]. Most importantly, since its September 2009 Pittsburgh summit, the G20 has
referred to itself as “the premier forum” for its members to discuss international eco-
nomic and financial issues [G20, 2009, no. 19].

The leaders’ G20 acted swiftly to provide responses to the global turmoil and ob-
servers have generally praised the G20 for being able to (at least) slow down and soften
the global collapse [Kirton, 2013; Drezner, 2014]. After their success in dealing with the
crisis, G20 summits evolved and assumed a more strategic outlook rather than provi-
ding emergency responses [Wouters and Van Kerckhoven, 2014, 2017].

Another important global governance body is the BRICS grouping of emerging
economies made up of Brazil, the Russian Federation, India, China and South Africa
(after 2010). In 2009, the leaders of the four founding states gathered in Yekaterinburg
and held the first BRIC summit. The goal was to discuss proposals to improve the glo-
bal economic situation, the reform of financial institutions and to foster cooperation
and coordination in the future. In 2010, after the entry of South Africa, the grouping
was renamed for the third summit to BRICS. The BRICS has discussed a variety of
topics, and most importantly founded the New Development Bank (NDB) as an al-
ternative to the World Bank and the International Monetary Fund (IMF) [for more on
this, see Lesage, Debaere, Dierckx et al., 2013; Wouters and Van Kerckhoven, 2013].
So far, there have been eight annual summits. As the BRICS gathers together the most
important emerging economies, its summits carry a certain weight. This is further am-
plified by the fact that all BRICS members are also members of the G20. The BRICS
can be considered a grouping of regional powerhouses as its members are the most sig-
nificant economies in their regions. As of 2015, they represent about half of the world’s
population and about a third of global production.

Currently, both the G20 and the BRICS can be seen as the main steering groups in
the global economy [Wouters and Van Kerckhoven, 2017]. For that reason, this contri-
bution further investigates their approaches to trade and investment as the way forward
in relaunching the global economy.

10
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Trade and Investment

Both cross-border trade and cross-border investment are important vehicles for the re-
covery of the global economy after the financial crisis and are often seen as significant
catalysts for economic growth [Makki and Somwaru, 2004].

Domestic investments and trade have a long history, while international invest-
ments and trade are of a more recent nature. By allowing corporations, countries and
individuals to transfer capital, goods and services across borders, considerable welfare
gains can be realized. International investments allow for capital to shift to locations
where it provides a higher return on investments, as well as allowing for more extensive
portfolio diversification which in turn increases the risk/return ratio of an international
investment portfolio. International trade allows for more specialization. Building on
the idea of comparative advantage, this allows for more efficiency and hence more wel-
fare through a better allocation of production. Due to the differences in endowments
and assets among countries, the international dimension looks even more appealing in
terms of bolstering growth. In this section, we take a closer look at the level of invest-
ments and trade over the last 20 years.

Investments

Figures 1 and 2 depict, respectively, the net inflow and outflow of foreign direct
investment (FDI) in the world. They display a similar trend. FDI net inflows are the
value of inward direct investment made by non-resident investors in the reporting
economy. FDI net outflows are the value of outward direct investment made by the
residents of the reporting economy to external economies. Inward direct investment,
also called direct investment in the reporting economy, includes all liabilities and assets
transferred between resident direct investment enterprises and their direct investors.
It also covers the transfers of assets and liabilities between resident and non-resident
fellow enterprises if the ultimate controlling parent is non-resident. Outward direct in-
vestment, also called direct investment abroad, includes assets and liabilities transferred
between resident direct investors and their direct investment enterprises. It also covers
transfers of assets and liabilities between resident and non-resident fellow enterprises.

The methodology for compiling these data varies between countries. For a given
transaction, the receiving and the investing country often do not register the numbers
in the same way. Since these differences are rather small, we provide figures for both
only for global flows (Fig. 1 and 2), and will then focus on net inflows.

From 1970 until 1999, clear and strong growth occurred. The 1990s in particular
saw a strong increase in FDI well above any historical records and higher than the
growth in global economic growth and global trade. This steep rise was driven by the
increased integration of financial markets and the enormous number of cross-border
mergers and acquisitions. Moreover, emerging economies (and other developing coun-
tries) provided greater access to their capital markets. Cross-border mergers and acqui-
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sitions were an important contributor to these inflows, reflecting the privatization of
state-owned assets, especially in Latin America, and the purchase of distressed banking
and corporate assets in several Asian economies in the wake of the 1997 financial crisis
[IME, 2003].
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Fig. 1. Foreign Direct Investments, Net Inflows (1997—2015)

Source: World Bank, IMF.
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Fig. 2. Foreign Direct Investments, Net Outflows (1997—2015)

Source: World Bank, IMF.

As shown in Fig. 1 and 2, after a phase of rampant cross-border investments in the
1990s, growth consolidated in 2000. Moreover, until 2004 many large developed econ-
omies faced sluggish macroeconomic performances which made companies in these
countries less attractive to investors [OECD, 2004]. However, by historical standards
the level of FDI remained rather high.

The following years (2004—2007) were characterized by further integration of
capital markets, the accelerated integration of the EU, increased global competition for
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high potential companies and the increasing delocalization and diversification of firms.
These trends caused a strong rise in FDI flows once again.

The financial crisis in 2008 saw FDI drop to the level of about five years prior,
cancelling all the progress made in the years between and resulting in a halving of the
total size of FDI. As shown, since 2010 FDI is increasing again, but in an unprecedent-
edly volatile way. More importantly, the financial crisis has affected both vertical (in-
tegrating production stages) and horizontal (tariff jumping) FDI flows [Stoddard and
Noy, 2015]. This means that the near future will continue to bring more volatility.
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Fig. 3. FDI Net Inflow in the G20 and the BRICS (1997—2015) in $ Trillion

Sources: World Bank, IMF.

Figure 3 illustrates total FDI flows in greater detail and with more attention to
BRICS and G20 members. This figure clearly indicates a stark increase in FDI inflows
prior to 2000 for G20 members. After a drop in 2001 and stagnation over the next three
years, FDI net inflows for G20 members greatly rose again until 2007. The global re-
cession following the financial crisis more than halved FDI net inflows from their 2008
level. This phase was followed by a short period of recovery, but since 2011 net inflows
are again volatile and declining.

The story for the BRICS is slightly different. Stable net inflows until the end of
the 1990s were followed by a small decline in the early 2000s. However, since 2004
there has been a significant rise in net inflows of FDI with only a small drop in 2009.
As Fig. 3 clearly demonstrates, compared to the other countries in the world, the FDI
levels for BRICS members rather quickly returned to pre-crisis patterns. Their current
levels are already higher than before the crisis. This does not apply to the other G20
members or other countries.

Figure 4 displays the evolution of FDI net inflows for all G20 members over the
last two decades. It is clear that the overall results for the whole grouping in Fig. 3 are
heavily influenced by the stark decline in FDI flows in the U.S., EU and UK. Some
other G20 member countries were not that heavily affected. For example, as shown in
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Fig. 5, some BRICS members did not face a significant decline in the size of their net
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Fig. 5. FDI Net Inflows from the BRIC Countries (in $ Trillions), 1997—2015

Sources: IMF and OECD.

Figure 5 shows that overall inflows of FDI were initially rather limited in the
BRICS countries. Before 2000, only China and Brazil attracted decent inflows of FDI.
For China, FDI greatly increased after 2000, whereas Brazil’s FDI plummeted. The
financial crisis affected China, Russia and Brazil most significantly. However, both
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Brazil and China quickly got back on their feet and attracted more foreign capital after
a one year downturn. Russia recovered more slowly before collapsing completely after
2013 for geopolitical reasons. India and South Africa are still not among the hot desti-
nations for FDI.

So, even though the whole world was affected by the global financial and econo-
mic downturn, the BRICS showed much more resilience. Its attractiveness to foreign
capital was not significantly been altered due to the financial crisis, which was not the
case for the other G20 members.

Trade

Complementary to FDI, international trade can strongly bolster economic growth
and may provide a path out of the crisis. Trade is a key means to fight poverty and en-
hance development, especially by improving developing countries’ access to markets
and by supporting a rules-based, predictable trading system. Moreover, by allowing
countries to specialize according to the principles of comparative advantage, global wel-
fare can be increased. Trade is an important pathway to global development. However,
global trade governance mechanisms today face several challenges, including the fact
that the Doha negotiations to reinforce the World Trade Organization (WTO) — the
most important international organization dealing with these issues — remain stalled.
The G20 has reiterated its support for the Doha Development Agenda at several meet-
ings but has failed to reach agreement on some issues, including agriculture.? Solving
this obstruction might foster an increase in trade.

Another source of increased trade is the significant number of regional and other
preferential trade agreements (PTAs). For example, the EU has recently finalized a
Comprehensive Economic and Trade Agreement (CETA) with Canada and is offi-
cially working toward a Transatlantic Trade and Investment Partnership (TTIP) with
the United States. Other countries are also continuously exploring such options — the
Trans-Pacific Partnership (TPP) was close to being implemented before it was tor-
pedoed by U.S. president Donald J. Trump [Wouters and Van Kerckhoven, 2017b].
Figure 6 indicates the trends in international trade over the period 1997—2015.

Figure 6 shows the rise of international trade in the years leading up to the finan-
cial and economic downturn. Particularly significant growth with respect to total gross
domestic product (GDP) occurred in the developing world. The crisis in 2008 resulted
in a fall of about 8% in terms of trade with respect to GDP. This time the BRICS were
slightly more affected than other G20 members. However, all G20 members recovered
rather quickly in the years afterwards.

2 G20 members at Hangzhou stated: “We reiterate our commitment to shape the post-Nairobi work with
development at its center and commit to advancing negotiations on the remaining DDA issues as a matter of
priority, including all three pillars of agriculture (i.e. market access, domestic support and export competition),
non-agricultural market access, services, development, Agreement on Trade-Related Aspects of Intellectual
Property Rights (TRIPs) and rules” [G20, 2016].
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Fig. 6. World Merchandise Trade and Trade in Commercial Services, in Percentages of GDP

Sources: World Bank, IMF.

By about 2010, world trade was growing again although 2015 saw another sharp
decrease mainly related to a few factors in emerging countries. These included the eco-
nomic slowdown in China, a severe recession in Brazil, falling prices for oil and other
commodities, exchange rate volatility and a lower demand for imports in Asia.

However, when considering percentage levels, we might encounter an endogeneity
problem. Our results might be biased, since GDP also declined in the aftermath of the
crisis. For that reason, Figure 7 introduces the dollar value of the net trade in goods
and services.

Net trade in goods and services is derived by offsetting imports of goods and ser-
vices against exports of goods and services. Exports and imports of goods and services
comprise all transactions involving a change of ownership of goods and services bet-
ween residents of one country and the rest of the world.
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Fig. 7. Net Trade in Goods and Services in Current $
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Figure 7 illustrates the fact that developed economies started to run larger trade
deficits after 1998, whereas the BRICS have been exporting significantly. The rise of
trade surpluses in BRICS countries continued until the financial crisis, after which it
declined significantly. It was only in 2014 that BRICS trade surpluses returned to pre-
crisis levels. The other G20 countries ran larger trade deficits after the outbreak, but
reduced these from 2012 onwards.
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Fig. 8 Net Trade in $ Trillion for All G20 Members (1998—2015)

Source: World Bank.

However, as shown in Fig. 8, G20 results are strongly impacted by the United
States. With the dollar in high demand due to its status as the international reserve
currency, the U.S. has long been able to run a significant trade deficit. European G20
members (excluding the UK), as well as China and Saudi Arabia (depending on the
price of crude oil), have in general had positive trade surpluses over most years. Most
striking is that 2008 clearly shows a convergence to the axis, meaning that trade in-
deed plummeted. However, after 2008 the results have been more diverse. For example,
South Korea, Mexico and Germany made a strong recoveries, reaching higher levels
than before the crisis. Some other countries are not recovering so well. Most note-
worthy is that some of the BRICS members are struggling to increase their exports.
The same holds true for the U.S. and Canada, even though their current negotiations
regarding free trade agreements with Europe might help boost their exports (at least for
Canada since the election of U.S. president Donald Trump).
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Fig. 9. Net Trade in $ Trillion for All BRICS Countries (1998—2015)

Source: World Bank.

Figure 9 clearly demonstrates the differences among the different BRICS coun-
tries. China and Russia have consistently run a trade surplus. However, while Chinese
trade numbers were greatly impacted by the financial crisis and took five years to return
to their pre-crisis levels, this was not the case for Russia. Brazil shifted from running
trade surpluses to running a trade deficit in the years following the crisis. India in gene-
ral has run trade deficits, but these are slowly recovering since the crisis.

In terms of trade, we can see that both the BRICS and the other G20 members
were affected by the crisis to a similar degree, and they have both been getting back on
track.

The next section investigates in greater detail how the G20 and the BRICS have
reacted to the fall in investments and trade after 2008. It pays particular attention to the
most significant decisions taken at the G20/BRICS summits and considers the com-
pliance of the members with these decisions.

The G20 and BRICS on Investment and Trade

The preceding section indicated that in terms of trade and investment most G20 and
BRICS members are taking a significant amount of time to recover. Moreover, for cer-
tain members, returning to pre-crisis levels seems a very daunting task.

This section reviews the commitments made by both the G20 and the BRIC(S)
across their different summits and examines their compliance with core commitments
(for an in-depth explanation of compliance, see [Larionova, Rakhmangulov and She-
lepov, 2016]). It should be noted that compliance assesses the implementation of G20/
BRIC(S) decisions through national legislation and does not focus on the outcomes
of these policy changes. Another limitation is that the compliance reports studied here
focus on some of the main priorities of the specific summit; they do not always study
compliance with decisions related to investments and trade. As such, the following sec-
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tion gives an indication rather than a definitive answer to the question of compliance
with the decisions taken at the G20/BRIC(S) summits.

The G20

The Commitments

Initially, the G20 was not much concerned with either trade or investments. At the
2008 inaugural leaders’ meeting, trade and investment were only side issues whereas
most attention was devoted to stabilizing the financial system. However, while trade
and investment were not a cause of the crisis (even though the trade in financial de-
rivatives surely was), they were heavily affected by the ensuing financial and economic
collapse.

Nonetheless, the leaders did “recognize that these reforms will only be success-
ful if grounded in a commitment to free market principles, including the rule of law,
respect for private property, open trade and investment, competitive markets, and effi-
cient, effectively regulated financial systems. These principles are essential to economic
growth and prosperity and have lifted millions out of poverty, and have significantly
raised the global standard of living” [G20, 2008, no. 12].

The G20 did “underscore the critical importance of rejecting protectionism and
not turning inward in times of financial uncertainty. In this regard, they decided to
refrain from raising new barriers to investment or to trade in goods and services, impos-
ing new export restrictions, or implementing World Trade Organization inconsistent
measures to stimulate exports” [G20, 2008, no. 13].

At the 2009 London summit, G20 leaders noted the effect of the crisis on trade
and investment and were concerned with their decline. They consequently reaffirmed
“to refrain from raising new barriers to investment or to trade in goods and services,
imposing new export restrictions.” They further added that they would “minimize any
negative impact on trade and investment of our domestic policy actions including fiscal
policy and action in support of the financial sector” [G20, 2009, no. 22].

The same year, the G20 met again in Pittsburgh. The G20 noted that trade and
investment are essential to restoring global growth. Apart from welcoming the swift
implementation of the $250 billion trade finance initiative, they reaffirmed the previ-
ous commitments. The leaders further reiterated their commitment to pursue trade
liberalization [G20, 2009b, no. 48, 49].

The Toronto 2010 G20 summit declaration expanded on the role of trade and in-
vestment. The leaders at that meeting agreed to refrain from raising barriers or impos-
ing new barriers to trade or investment until 2013. They further called upon several
other international organizations to monitor their progress [G20, 2010, no. 35—38].

During the 2010 Seoul summit, G20 leaders paid more attention to trade and in-
vestment. They recognized the importance of free trade and investment for global re-
covery and stated their commitment to keeping markets open and to liberalizing trade
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and investment to promote economic progress for all and narrow the development gap
[G20, 2010b, no. 42—45]. Both trade and investment were also included among the
nine key pillars of the Multi-Year Action Plan. For trade, the focus was on enhancing
the trade capacity of developing countries and increasing market access. Regarding
investment, the G20 decided to undertake action to support responsible value-adding
private investments and job creation. This was focused on international investment.

The G20 further developed its approach to investment during the 2011 summit in
Cannes (regarding trade, the G20 mostly reiterated its previous commitments). The
focus was on investing for global growth with the aim of ensuring that the least deve-
loped economies had access to adequate financing and incoming FDI [G20, 2011,
no. 69—84].

The G20 summit in Los Cabos in 2012 reiterated the members’ support to open
and free markets regarding both international trade and international investment [ G20,
2012]. The G20 further recognized the importance of investment for boosting eco-
nomic growth and committed to maintaining a supportive business environment for
investors.

During the 2013 G20 meeting in Saint Petersburgh the G20 made progress on
investment issues. Leaders committed “to identify and start to implement by the Bris-
bane summit a set of collective and country-specific actions that tangibly improve our
domestic investment environments such that they are more favorable to long-term
investment financing and can lead to an effective increase of implemented projects,
particularly in infrastructure and for SMEs” [G20, 2013, no. 36]. They further started
working to facilitate domestic capital market development, to improve the intermedia-
tion of global savings for productive long-term investments, including in infrastructure,
and to improve access to financing for SMEs [G20, 2013, no. 39]. Regarding trade, the
G20 leaders extended until 2016 their standstill commitment regarding protectionist
measures [G20, 2013, no. 44].

During the Brisbane 2014 summit, the Organisation for Economic Co-operation
and Development (OECD), the WTO and the UN Conference on Trade and Develop-
ment (UNCTAD) jointly released their monitoring report. This stated that some G20
members fell short of honoring their trade commitments but with respect to invest-
ments the report was far more encouraging [G20, 2014; OECD, WTO and UNCTAD,
2014].

The G20’s 2015 summit in Antalya reiterated previous decisions. As before, the
leaders reaffirmed their strong commitment to better coordinate efforts to reinforce
trade and investment, including through Adjusted Growth Strategies. Inclusive Global
Value Chains (GVCs) are important drivers of world trade. The leaders decided to sup-
port policies that allow firms of all sizes, and particularly SMEs, in countries at all
levels of economic development to participate in and take full advantage of GVCs and
encourage greater participation and value addition by developing countries [G20, 2015,
no. 11].
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The G20 continues to devote significant attention to trade and investment and
is committed to boosting investment levels [G20, 2016, no. 7]. It thereby focuses on
analysing and monitoring capital flows inter alia to create more innovation [G20, 2016,
no. 12] and green growth [G20, 2016, para. 21, 23]. This builds strongly on the work of
the IMF [G20, 2016, no. 17] and the OECD [G20, 2016, no. 19].

As before, the progress in terms of investment is based on the progress of the G20
Framework for Strong and Sustainable Growth, as well as the G20 Agenda Towards
a More Stable and Resilient International Financial Architecture and the G20 Stra-
tegy for Global Trade Growth. The G20 also endorsed the G20 Guiding Principles for
Global Investment Policymaking which will contribute to fostering an open, transpar-
ent and conductive global policy environment for investment. These principles focus
on regulation and the creation of legal certainty [G20, 2016b].

At its 2016 summit in Hangzhou, the G20 members reiterated their determination
“to ensure a rules-based, transparent, non-discriminatory, open and inclusive mul-
tilateral trading system with the World Trade Organization playing the central role in
today’s global trade.” However, they also noted that there “may be legitimate issues
for discussions in the WTO, including those addressed in regional trade arrangements
(RTAs) and by the B20.” The G20 also argued that “WTO-consistent plurilateral trade
agreements with broad participation can play an important role in complementing
global liberalization initiatives.” In conclusion, however, they reiterated their commit-
ment and support for international trade as a means of boosting growth: “We reiterate
our opposition to protectionism on trade and investment in all its forms. We extend
our commitments to standstill and rollback of protectionist measures till the end of
2018, reaffirm our determination to deliver on them and support the work of the WTO,
UNCTAD and OECD in monitoring protectionism. We emphasize that the benefits
of trade and open markets must be communicated to the wider public more effectively
and accompanied by appropriate domestic policies to ensure that benefits are widely
distributed” [G20, 2016]. Moreover, the G20 Trade and Investment Working Group
(TIWG) was established and the G20 Strategy for Global Trade Growth focused on
trade liberalization and lowering trade costs while trying to stay clear from protectionist
measures. Moreover, the G20 endorsed the G20 Guiding Principles for Global Invest-
ment Policymaking which will help foster an open, transparent and conductive global
policy environment for investment.

However, the G20 might soon be facing more issues related to protectionism. The
G20 finance ministers met on 17—18 March 2017 in Baden-Baden. During this meet-
ing, they noted the importance of trade to the global economy, but due to disagreement
with the U.S. the anti-protectionist vow was dropped. After the meeting the U.S. treas-
ury secretary, Mr. Mnuchin, stated: “We do have a new administration and a different
view on trade.”* This may generate further tensions [Wouters and Van Kerckhoven,
2017b] as was widely expected at the Hamburg summit of 7—8 July 2017.

3 “G20 finance ministers drop anti-protectionist pledge.” March 2017. Available at: http://www.bbc.
com/news/business-39315098 (accessed 14.08.2017).
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Compliance with Commitments

The G20 has done rather well in living up to the commitments made at G20 sum-
mits. Regarding their commitments at the 2008 Washington meeting, G20 members
scored 58% in terms of compliance over the first five months.* During the 2009 Lon-
don summit, G20 members declared that they would “minimise any negative impact on
trade and investment of our domestic policy actions including fiscal policy and action
in support of the financial sector.” Here it was found that half of the G20 members fully
implemented this commitment in the first five months after the summit.> The success
of the next G20 meeting in Pittsburgh was much more varied in terms of compliance
with the commitments related to trade and investment as shown after eight months.®
On the one hand, the commitment to withstand protectionism was not implemented
(a compliance score of only 10%). On the other hand, the G20 members did live up to
their commitment to promote open trade and investment (with a compliance score of
70%). Trade and investment were much higher on the agenda during the 2010 Toronto
summit, where the need to refrain from protectionist measures was stressed. Sadly, with
a compliance score of only 15%, the G20 failed to live up to its commitments in the first
four months after the summit [G20 Toronto Summit Final Compliance Report].” As
the havoc after the crisis continued, the 2010 Seoul summit broadcasted an even worse
view when it came to protectionist matters (compliance score: —0.05).%

By the 2011 Cannes summit, G20 members had made some progress rolling back
protectionist measures (compliance score: 0.25). Regarding cross-border investment in
particular, the emerging economies undertook certain measures to attract and balance
the capital in and outflows.” The 2012 Los Cabos summit reaffirmed the previously
stated commitment to refrain from protectionism. Again, the compliance score was
0.25. Regarding the maintenance of a supportive business environment, G20 members
complied to a much larger degree (compliance score: 0.95).1

The 2013 St. Petersburg summit focused more heavily on investment and this paid
off in terms of compliance (score: 0.85). This was offset by very poor compliance with
standstill commitments on trade (compliance score: —0.35)."" At the 2014 G20 summit

4 “G20 Commitment on “Rejecting Protectionism” Compliance Performance Report.” Available at:
http://www.g20.utoronto.ca/analysis/2009protectionism0331.pdf (accessed 14.08.2017).

5 “G20 London Summit Commitments Compliance Report 2009.” Available at: http://www.g20.
utoronto.ca/analysis/hse/2009—london-compliance.pdf (accessed 14.08.2017).

62009 Pittsburgh G20 Summit Compliance Report.” Available at: http://www.g20.utoronto.ca/
analysis/Pittsburgh G20 compliance_report.pdf (accessed 14.08.2017).

742010 G20 Toronto Summit Final Compliance Report.” Available at: http://www.g20.utoronto.ca/
analysis/ 2010toronto-compliance.html (accessed 14.08.2017).

8 %2010 Seoul G20 Summit Final Compliance Report.” Available at: http://www.g20.utoronto.ca/com-
pliance/ 2010seoul-final/index.html (accessed 14.08.2017).

9 “2011 Cannes G20 Summit Final Compliance Report.” Available at: http://www.g20.utoronto.ca/
compliance/ 2011cannes-final/index.html (accessed 14.08.2017).

1042012 Los Cabos G20 Summit Final Compliance Report.” Available at: http://www.g20.utoronto.ca/
compliance/ 2012loscabos-final/index.html (accessed 14.08.2017).

1142013 St. Petersburg G20 Summit Final Compliance Report.” Available at: http://www.g20.utoronto.
ca/compliance/2 013stpetersburg-final/index.html (accessed 14.08.2017).
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in Brisbane the G20 members scored high (compliance score: 0.7); however, when it
came to trade compliance was once again much lower (compliance score: 0.25).”2 The
commitments regarding trade did not expand during the 2015 G20 summit in Antalya.
Compliance remained at the same level as in the last few summits (compliance: 0.3).
However, compliance with support of multinational trade agreements was much higher
(compliance score: 0.6)."

For the 2016 summit in Hangzhou, only an interim report is publicly available.
From this data, it seems that the trend of compliance with anti-protectionism con-
tinues (compliance score: 0.3). More progress was achieved when dealing with trade
costs (compliance score: 0.7). Compliance with the G20 Guiding Principles for Global
Investment Policymaking was very high (compliance score: 0.95).!4

As shown from these compliance rates, the G20 members have been much better
at implementing the decisions taken on investments than those on international trade.
However, the previous section clearly indicated that in terms of outcomes, more should
be realized in the field of investments. The G20 should be more ambitious in this area.

The BRICS

Commitments

BRICS summitry also focused on trade and investment with members voicing
concerns about lower investments. In 2009, the BRIC stated at its Yekaterinburg sum-
mit that members “recognize the important role played by international trade and
foreign direct investments in the world economic recovery.” The BRIC further called
upon all parties to work together to improve the international trade and investment
environment and urged the international community to keep the multilateral trading
system stable, curb trade protectionism and push for comprehensive and balanced re-
sults of the WTO’s Doha Development Agenda [BRIC, 2009, no. 5]. The 2010 Brasilia
meeting was more centered on currencies and their impact on trade and investment
[BRIC, 2010, no. 12].

During the 2011 Sanya meeting, the BRICS decided to engage in joint research on
economic and trade issues, as stipulated in its Action Plan. Its further stressed the need
to refrain from protectionism and expand trade [BRICS, 2011].

During the 2012 Meeting in Delhi, the BRICS decided to invest and contribute
to UNCTAD as well as to move forward with developing greener economies [BRICS,
2012, no. 17, 34].

1242014 Brisbane G20 Summit Final Compliance Report.” Available at: http://www.g20.utoronto.ca/
compliance/ 2014brisbane-final/index.html (accessed 14.08.2017).

132015 G20 Antalya Summit Final Compliance Report.” Available at: http://www.g20.utoronto.ca/
compliance/ 2015antalya-final/index.html (accessed 14.08.2017).

1442016 G20 Hangzhou Summit Interim Compliance Report.” Available at: http://www.g20.utoronto.
ca/compliance/ 2016hangzhou-interim/index.html (accessed 14.08.2017).
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Further work in this area was endorsed at the third BRICS trade ministers meet-
ing on 26 March 2013. The ministers approved the BRICS Trade and Investment Co-
operation Framework as a basis for future coordination and cooperation on economic
issues, including SMEs."

In 2013 in Durban, ministers agreed to establish the New Development Bank, in-
troducing a joint safety net by using a Contingent Reserve Agreement. Moreover, they
reaffirmed their support for the multilateral trading system [BRICS, 2013].

The 2014 Fortaleza summit saw a deeper cooperation. As stated by the BRICS
members: “We are committed to raise our economic cooperation to a qualitatively new
level. To achieve this, we emphasize the importance of establishing a road map for
intra-BRICS economic cooperation. In this regard, we welcome the proposals for a
“BRICS Economic Cooperation Strategy” and a “Framework of BRICS Closer Eco-
nomic Partnership,” which lay down steps to promote intra-BRICS economic, trade
and investment cooperation” [BRICS 2014, no. 20]. Moreover, the BRICS reiterated
its strong support to the WTO and the multilateral trading system. It further established
the BRICS Information Sharing and Exchange Platform, intended to facilitate trade
and investment cooperation [BRICS, 2014, no. 68].

The 2015 Ufa BRICS summit was ambitious regarding progress in the fields of
trade and investment. The BRICS decided to support the creation of a platform of
joint discussion for trade cooperation amongst BRICS countries through enhanced
dialogue [BRICS, 2015, no. 13]. It further adopted The Strategy for the BRICS Eco-
nomic Partnership as the key guideline for expanding trade and investment [BRICS,
2015, no. 17]. Again, it supported the WTO and UNCTAD as multilateral bodies for
trade [BRICS, 2015, no. 21, 22]. The BRICS applauded progress in the implementa-
tion of BRICS Trade and Investment Cooperation Framework [BRICS, 2015, no. 23].

The BRICS consequently tried to push hard on increasing investments at the Goa
summit in 2016. For these investments to take place, the BRICS focused on infrastruc-
ture investments and looked at the Multilateral Development Banks [BRICS, 2016,
no. 29]. Members reaffirmed “their commitment to a strong, quota based and ade-
quately resourced IMF” [BRICS, 2016, no. 30]. However, they also looked for solu-
tions to boost investments elsewhere. More specifically, they reaffirmed “the important
role played by the BRICS Interbank Cooperation Mechanism in expanding the BRICS
countries financial and investment cooperation” [BRICS, 2015, no. 14, BRICS 2016,
para. 5]. Moreover, much attention was directed at the New Development Bank, which
would be an important vehicle to finance investments in infrastructure and sustainable
development projects in BRICS and other developing and emerging markets [BRICS,
2015, no. 15; BRICS, 2016, no. 3]. The same holds true for the BRICS Roadmap for
Trade, Economic and Investment Cooperation, where private companies cooperate
with BRICS countries. Moreover, the focus has become more clearly the intra-BRICS
investment and trade [BRICS, 2015b, II.1].

5 “Joint Communiqué of the Third Meeting of the BRICS Trade Ministers.” Fifth BRICS Summit
28 March 2013.
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The BRICS further reiterated “that bilateral, regional and plurilateral trade agree-
ments should be seen as complementary to the multilateral trading system” [BRICS,
2016, no. 34].

Compliance with the Commitments

For the 2009 Yekaterinburg summit, no compliance scores are available. For the
2010 BRIC summit, BRIC members performed rather in terms of their commitment
to refrain from protectionist measures (compliance score: —1). Indeed, they all intro-
duced protectionist measures.'® This shifted in the aftermath of the 2011 Sanya Meeting,
where members had a compliance score of 0.4.7 The 2012 meeting in Delhi focused on
UNCTAD and BRICS members committed to invest in its functioning. However, their
efforts (or lack thereof) produced no results (compliance score: 0)."® The 2013 mee-
ting pushed for adherence and support of the multilateral trading system. This was well
complied with by BRICS members (compliance score: 1). Moreover, Brazil and China
engaged in additional international investments."” The 2014 Fortaleza summit failed to
produce significant compliance with regard to trade and the support of the WTO and
the multilateral trading system as the BRICS members did not take any action with re-
gard to reform of the WTO Dispute Settlement Body.? The decisions taken at the Ufa
summit were not selected for monitoring in the compliance reports, so no data could be
retrieved.?! For the 2016 BRICS summit, the compliance report has yet to be released.

This clearly shows that BRICS members have been more focused on trade and did
not bother much about the implementation of the decisions they took. They remained
natural host countries for foreign investments even during the crisis.

Concluding Remarks

The financial crisis resulted in a steep fall in cross-border investment and trade. Due
to a return to more conservative and nationalist policies in the wake of the greatest
recession since the 1930s, some countries are still struggling to reach or move beyond
pre-2008 levels almost a decade later. However, multilateral cooperation can boost
both investment and trade and can ensure that these become vehicles for recovery. The
BRICS and the G20 are two of the steering bodies that can spur the development of

1642010 BRIC Brasilia Summit Compliance Assessment: World Trade.” Available at: http://www.brics.
utoronto.ca/compliance/2010—compliance-trade.pdf (accessed 14.08.2017).

1742011 Sanya BRICS Summit Compliance Report.” Available at: http://www.brics.utoronto.ca/com-
pliance/2011—sanya.html (accessed 14.08.2017).

18 <2012 BRICS Delhi Summit Compliance Report.” Available at: http://www.brics.utoronto.ca/com-
pliance/2012—delhi.html (accessed 14.08.2017).

1942013 BRICS Durban Summit Compliance Report.” Available at: http://www.brics.utoronto.ca/com-
pliance/2013—durban. html (accessed 14.08.2017).

20 %2014 BRICS Fortaleza Summit Compliance Report.” Available at: http://www.brics.utoronto.ca/
compliance/2014—fortaleza.html (accessed 14.08.2017).

21 %2015 BRICS Ufa Summit Compliance Report.” Available at: http://www.brics.utoronto.ca/compli-
ance/2015—ufa.html (accessed 14.08.2017).
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a deeper global governance architecture which in turn would allow for more growth and
welfare creation.

Both bodies have been concerned with slow or even declining investment and trade
growth in recent years. As a result, each has provided guidelines and proposed solu-
tions. In terms of trade, the language of the G20 and the BRICS is remarkably similar.
The biggest difference is the weaker language when it comes to PTAs for the BRICS,
which is more supportive of the WTO. The G20 has been better in complying with its
decisions than the BRICS, but both have been doing rather well in terms of outcomes.

When it comes to investments, the BRICS has returned more rapidly to higher in-
vestment levels compared to the other G20 countries. Moreover, it has also been push-
ing this more strongly on the global scale by establishing the New Development Bank.
G20 members are still struggling regarding investments, even though compliance with
the decisions taken at the G20 is rather high. Hence, the G20 might want to be more
ambitious regarding investments.

One major concern is whether these two bodies will continue to complement each
other’s work. The focus of the BRICS on its own investment and development bank,
as well as its focus on increasing the trade flows among BRICS members and other
developing countries, might help the G20 to achieve some of its goals and ambitions.
However, it might just as well put pressure on the G20 system.

Finally, one may observe that while all of the joint declarations and action plans
might have spurred the global recovery, they failed in certain cases to produce a return
to pre-crisis levels. The increasingly nationalist policies in several developed countries
might further limit the openness necessary to return to or exceed pre-crisis investment
and trade levels. Bilateral agreements might help but, due to their exclusiveness, may
also fail to realize more open economies on a global scale.
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Qunancoswiit kpusuc 2008 2. evizean enobanrvHyro peueccuro. Obsemvl MeHCOyHAPOOHOU MOP2OEAU U UHEECMULUL Cyule-
CMBEHHO CHU3UAUCD. B yeasx Koopounayuu npoeoouMoil aHMUKPU3UCHOLU NOAUMUKU 8edyuiue CMPaHbl MUPa NOGbICUNU
cmamyc «Ipynnbst deadyamu» 00 8bicuie20 ypogHs, NPednoaazarue2o y4acmue Auoepos CmpanH-4aeHo8, U co30aau epynny
bPUKC, komopas 0b6sedunura 1udepos KpynHeluwux Cmpat ¢ popmupyroueicst polHO4HOU 3KOHOMUKOU.

B pamkax dannoii cmamwu agmoput uccaedyrom dessmeabHOCMb 060ux 00seduHeHUll 6 cghepe Mopeoeau U UHBECMU-
yuii. OHU NOKA3bIBAIOM, YMO 8 00ULeM U UeAOM CIPAHbL OKA3AAUCH HECNOCOOHbI BEPHYMbCS HA CBOU NPEOKPUSUCHDbLI YDO-
6€Hb, HeCMOMPSL HA YCUAUSL NO CIUMYAUPOBAHUIO MPAHCSPAHUMHBIX MOp2o6au u ungecmuyuii. OcobeHHo 3mo Kacaemcs
MeNCOYHapoOHbIX uHeecmuyull 8 cmpaunax «Ipynnst déaduamu», moeda Kak 0aHHble NO MOpP2o6ae CBUOeMeNbCMBYIOm O
Hexomopom odxcugnenuu. B yenom unenvt bPUKC cmoeau 6occmarnosumocs nociae kpusiuca 6onee 6bicmpsimu memMnamu.
Cammumot «Ipynnvt dsadyamu» u bPUKC nokazanu ceoio sghghekmusrocms 6 60npocax KoopouHayuu nposoouMoil no-
aumuku. Tlpunumaemvie Ha cammumax peuwieHus: He 8ce20a @blNOAHANMCA CMPAHAMU-HACHAMU, HO 8Ce Jce YPOBEHb UX
8bINOAHEHUS 0OCIAMOYHO BbICOKULL. A6MOPbI CMAMbU HACMAUBAIOM, YO MONCHO 00CHUHYb 00AbULE20, 0CO0EHHO 6 chepe
uneecmuyuii. bPUKC 6oaee sghgpexmusna 6 sonpocax pazeumus compydnuuecmea, npumom umo ece uaenvt bPUKC
6x00am 6 cocmas «Ipynnvt deadyamu». Bpems nokasxcem, 6yoym au u énpeds smu 0éa obseduHeHUss OONOAHIMb Opye
dpyea u cmozym au npomueoCmosmy NPOMeKUUOHUCICKUM U HAYUOHANUCIUMECKUM IKOHOMUYECKUM MEHOCHUUSIM.
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