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Towards a More Accountable G207 Accountability
Mechanisms of the G20 and the New Challenges
Posed to Them by the 2030 Agenda

S. Hilbrich, J. Schwab

Soren Hilbrich — researcher in the research programme “Transformation of Economic and Social Sys-
tems” at the German Development Institute; 6 Tulpenfeld, Bonn, 53113, Germany; E-mail: soeren.hil-
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Jakob Schwab — researcher in the research programme “Transformation of Economic and Social Sys-
tems” at the German Development Institute; 6 Tulpenfeld, Bonn, 53113, Germany; E-mail: jakob.
schwab@die-gdi.de

Abstract

The legitimacy of the Group of 20 (G20) is frequently challenged: the group has been criticised by non-member
states, non-governmental organisations (NGOs) and in both the scientific and broader public debate with re-
gard to the content and effectiveness of its policy measures and its limited membership structure. Accountability
mechanisms can attenuate these shortcomings in different ways: they can increase the capacity of the citizens
of the member states to surveil the activities of the G20 and can form the basis of learning processes within the
group so as to increase effectiveness. In addition, accountability mechanisms directed towards non-member
states can make the G20 more receptive to the interests of people who do not live in its own countries but are
nevertheless affected by the policies of the G20. In this paper we analyse the existing accountability mechanisms
of the G20 and discuss the challenges that the adoption of the 2030 Agenda for Sustainable Development as
a guiding framework for G20 work poses to them. While the G20 also constitutes a platform for the recipro-
cal accountability of its individual member countries, our focus lies on the accountability mechanisms of the
institution of the G20 as a whole. Based on the literature, we can identify three elements of accountability:
transparency, justification, and enforcement. The institutionalised accountability mechanisms of the G20 are
primarily directed at the first two elements of accountability, as the G20 — like all club governance institutions
is not subject to any formal sanctioning mechanisms. However, besides being valuable in their own right, trans-
parency and justification make weaker forms of sanctions such as criticism by independent agents as well as
reputational effects possible. The most prominent accountability mechanisms of the G20 are its interaction with
the media; the publication of accountability reports; and a dialogue process with the so-called Engagement
Groups from civil society, business, and academia. In the end, these mechanisms are intended to render the
G20 accountable to the citizens within and outside G20 countries (either directly, or mediated by other agents).
At the same time, however, they sometimes also fulfil an additional function for the G20 itself, namely tracking
its own work towards its commitment to learn from past experiences.
In 2015, the international community adopted the 2030 Agenda for Sustainable Development as a uni-
versal development agenda. The G20 assumed the principles of the 2030 Agenda and a special responsibility
for its implementation through its 2016 G20 Action Plan on the 2030 Agenda for Sustainable Development.
Thereby, new challenges for accountability in the G20 have arisen.
When looking towards the future, several suggestions for the G20 can be raised in order to increase its
accountability, particularly in light of the demands set by its role in the implementation of the 2030 Agenda.

v
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To increase the credibility of its accountability processes, it is necessary to allow for more independent evalua-
tion. For this to be possible, the work of the G20 must become first and foremost more transparent. Possible ways
to achieve this range from the establishment of a permanent website, over allowing selected civil society mem-
bers to attend its working group meetings, to publishing agendas, minutes and issue notes. Self-reports should
best be concentrated on descriptions rather than self-evaluation. In order to allow for coherent reporting on the
2030 Agenda, one central report should overarchingly cover all relevant G20 actions in the so-called Sustain-
able Development Sectors (SDSs) of the G20 Action Plan on the 2030 Agenda for Sustainable Development
(and its 2017 Hamburg Update). Comprehensive reporting on joint actions taken by the G20 could complement
the United Nations follow-up process for individual countries. If given sufficient access to the relevant informa-
tion, Engagement Groups such as the T20 (Think 20) could play a vital role in providing credible and informed
independent evaluation of G20 policies. This would be a particularly promising way forward in the context of
the 2030 Agenda, as the agenda will require common efforts by both policymakers and society for its successful
implementation. Improving on its existing system of accountability mechanisms cannot fully compensate for
the lack of legitimacy that is associated with the exclusionary institutional set-up of the G20. Yet establishing
“streamlined, coherent, and credible” accountability processes [G20, 2016, p. 15] could prove to be a key ele-
ment in addressing its legitimacy problems.

Key words: G20; sustainable development; accountability mechanisms

For citation: Hilbrich S., Schwab J. (2018) Towards a More Accountable G20? Accountability Mecha-
nisms of the G20 and the New Challenges Posed to Them by the 2030 Agenda. International Organisa-
tions Research Journal, vol. 13, no 4, pp. 7—38 (in English). DOI: 10.17323/1996-7845-2018-04-01.

“Towards a More Accountable G20? Accountability Mechanisms of the G20 and the New Challenges
Posed to Them by the 2030 Agenda” by S. Hilbrich, J. Schwab, English text.!

© Deutsches Institut fiir Entwicklungspolitik (German Development Institute). Translated and reproduced
with permission. German Development Institute is not responsible for the accuracy of this translation.

Introduction

The Group of 20 (G20) has become one of the most important institutions of global go-
vernance. For an institution of the type of the G20, many measures customarily employed
within the realm of states to provide checks to and surveillance of the exercise of power,
as for instance public elections, are currently not applicable. Accountability mechanisms
are nonetheless crucial for the legitimacy of such an institution of global governance,
both by improving on and communicating its output and in making the decision-makers
more responsive to the voices of those affected and governed. According to Schedler
[1999], accountability refers to the transparency of the working procedures of an institu-
tion, the provision of justification for the measures taken, and, ideally, the opportunity
that the public has of imposing sanctions on the decision-makers. Although the G20
consists of only a limited number of countries, its decisions affect the living conditions

! Hilbrich S., Schwab J. (2018) Towards a More Accountable G20? Accountability Mechanisms of
the G20 and the New Challenges Posed to Them by the 2030 Agenda. Discussion Paper no 13, German
Development Institute. Available at: https://www.die-gdi.de/en/discussion-paper/article/towards-a-more-
accountable-g20-accountability-mechanisms-of-the-g20-and-the-new-challenges-posed-to-them-by-the-
2030-agenda/ (accessed 11 October 2018).
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of people all over the world. This complicates the task of designing appropriate account-
ability mechanisms as the G20 has to be accountable not only to the citizens of its mem-
ber states but also to those living elsewhere. The strong criticism that the G20 is not only
frequently subjected to in the public debate and at the protests often surrounding G20
summits but also in other international political fora is at least partly related to perceived
shortcomings of the G20 with regard to accountability [Slaughter, 2013].

In this paper, we provide an overview and discuss the role of existing account-
ability mechanisms within the G20. We present their different forms and functions and
describe which mechanisms can foster which element of accountability. In addition,
we look at challenges to the accountability of the G20 that currently present themselves
through the evolvement of the G20’s agenda in response to the adoption of the G20
Action Plan on the 2030 Agenda, and discuss what an alignment of G20 policies and
principles with the 2030 Agenda implies for G20 accountability processes.

The paper proceeds as follows: In the next section, we first discuss the general
concept of accountability and describe transparency, justification and the possibility
for sanctions as three elements of accountability. This theoretical framework will allow
us in Section 3 to identify and analyse the current accountability mechanisms of the
G20. In Section 4, we turn to the new challenges for the accountability processes of
the G20 that the 2030 Agenda poses. Finally, in Section 5, we present some proposals
for the advancement of the G20’s accountability mechanisms. We come to the general
conclusion that the G20 should focus more on increasing transparency and openness
rather than on extending the existing system of self-evaluations.

The Concept of Accountability

Political institutions of global governance in general and club governance institutions
such as the G20 in particular are often asked to establish (or improve) so-called ac-
countability mechanisms that allow other agents to oversee and surveil the exercise of
power and prevent its abuses (for example, [Buchanan, Keohane, 2006; Scholte, 2011]).
However, a closer look at such recommendations reveals that accountability, as a con-
cept, can be understood in considerably different ways. As Andreas Schedler puts it:

Without doubt, the term sounds appealing. Its field of application is as broad as its po-
tential for consensus. [...] But do we know what it means? Are we clear about its semantic
boundaries and do we comprehend its internal structure? Not surprisingly, my answer is
no: due to its relative novelty, accountability represents an underexplored concept whose
meaning remains evasive, whose boundaries are fuzzy, and whose internal structure is
confusing [Schedler, 1999, p. 13].

It is not the purpose of this paper to provide a fully-fledged conceptual analysis of
accountability in general.? Rather, we present a working concept of the term in order

2 That this would not be an easy task is emphasised in Thomas Hale’s statement that “Accountability, like art,
is more easily recognized than defined” [Hale, 2008, p. 75].
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to be able to identify certain institutionalised processes within the G20 as account-
ability mechanisms and to assess their potential. The identification and description of
different accountability mechanisms in general will then allow us to pursue the main
endeavour of this paper, namely to categorise and analyse in Sections 3 and 4 the ac-
countability mechanisms employed by the G20.

Most scholars agree that accountability describes a relationship that involves at
least two parties: one party (institution) that gives an account of its activities and one
party that holds the other party to account (see, for instance, [Bovens, 2007; Keohane,
2006; Scholte, 2011]). If an appropriate relationship of this kind between these two
parties holds, the institution itself can be termed accountable. Thus, the term account-
ability is used to describe, on the one hand, a relationship between an institution and
other agents and, on the other, a property of an institution.

There are different approaches to the question of how an ideal accountability re-
lationship should be characterised. In this paper, we use Schedler’s [1999] approach,
which is well-suited to capturing the different institutionalised processes that link a po-
litical institution of the kind of the G20 to the agents to whom it should be accountable.
Schedler identifies three elements of accountability: the transparency of decision-mak-
ing procedures and actions; the provision of justifications for decisions and actions;
and the possibility of the addressees of accountability to impose sanctions in response
to the decisions and actions taken by the institution [Schedler, 1999, p. 14f].3

The first element of accountability, transparency, is perhaps the most widely dis-
cussed element within the context of institutions of global governance. Thomas Hale
stresses that transparency is often treated as a “buzzword solution” [Hale, 2008, p. 73]
to the hotly debated democratic deficit of global governance. Transparency requires
that past policy measures and decisions on future plans are knowable to the addressees
of accountability. In addition, of similar importance is that the addressees have access
to information about decision-making procedures. A prerequisite for transparency is
that measures taken by the institutions and the behaviour of its decision-makers are
documented [Take, 2009, p. 15]. A fully transparent institution will provide relevant
information even when unsolicited, as well as being responsive to additional inquiries,
for instance by journalists or researchers. [Hale, 2008, p. 75] Transparency allows the
addressees of accountability to find out if the institution is achieving its objectives.

The second element of accountability requires policymakers to justify their deci-
sions towards the addressees of accountability. The reasons why policymakers decide
on certain measures should be disclosed, at least with regard to “the more controver-
sial and consequential institutional policies” [Buchanan, Keohane, 2006, p. 428]. The
provision of justification is a prerequisite for meaningful debates about the underlying
rationale and normative goals of policy measures.

3 For an alternative approach, see for example Koppel [2005] who distinguishes transparency, liability
(equivalent to the opportunities to impose sanctions in Schedler’s account), controllability, responsibility, and
responsiveness as five dimensions of accountability. However, as at least two of the three additional dimensions
of Koppel’s account — controllability and responsibility — seem to be better suited to conceptualising the
accountability of bureaucracies than of political fora such as the G20, we in this paper apply Schedler’s approach.
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The third element of accountability is that the addressees of accountability have
the opportunity to impose sanctions. This means that the addressees are able to inflict
negative or positive consequences on the institution or its decision-makers in response
to the decisions and actions taken. The form of sanctions available will depend on the
nature of the institutions and the type of addressees of the accountability mechanisms.*

Transparency and justification are sometimes summarised as the “answerabili-
ty” — component of accountability while the possibility of sanctions is described as the
“enforcement” — component of accountability [Schedler, 1999, p. 14f]. Answerabil-
ity and enforcement mark different directions of the accountability relationship. An-
swerability describes a flow of information from the decision-makers to the addressees
while enforcement is directed the other way around. Answerability is a prerequisite for
enforcement as it is only sensible that sanctions are imposed by agents who know about
the actions they are sanctioning and understand the reasoning underlying the decisions
of the institution in question.

Accountability Mechanisms

In our framework, all institutionalised processes which foster any of the three ele-
ments of accountability (transparency, justification, possibility of sanctions) are un-
derstood as accountability mechanisms. Note, that many of the institutional processes
we therefore regard as accountability mechanisms fulfil an additional function besides
the creation of accountability to outside actors. These mechanisms often additionally
strengthen the ability of institutions to improve their performance based on previous
experiences by monitoring and evaluating the success of past actions and addressing the
question why certain actions yielded the intended results or not. This could also help
to keep long-term projects on the agenda. Despite its different, namely self-directed,
nature, we consider this internal learning function an additional function that many
accountability mechanisms fulfil although internal learning is not directly related to the
accountability relationship between an institution and certain outside actors.

An institution of the kind of the G20 can employ quite diverse institutional pro-
cesses to foster the three elements of accountability. An obvious mechanism to create
transparency and provide justification is the publication of accountability reports which
monitor and often also evaluate the activities of an institution in written form in light of
predetermined goals. Accountability reports can thereby document the achievements
of an institution to outside actors. Reports can provide information on the policy out-
puts within a certain period in the past or they can even assess the policy outcomes,
that is, the actual impact of these policy measures. They can be prepared by representa-
tives of the institution or they can be commissioned to independent actors. In addition,
they can provide comprehensive descriptions of the actions taken by the institution in

4 Types of sanctions could be categorised in many different ways. For instance, Robert Keohane suggests
distinguishing electoral, supervisory, fiscal, legal, peer and reputational forms of sanctions [Keohane, 2006,
p. 82ff]. However, many of these types of sanctions are not directly applicable to an institution of the type of
the G20.
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learning
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Fig. 1. Functions of accountability mechanisms
Source: Compiled by the authors.

question or they can report only exemplarily on certain important measures. Within
the context of the G20, it is also an important feature of accountability reports if they
report only on the collective level or if they also specify contributions of individual
countries to the collective commitments.

Even though accountability reports can play a constructive role in creating trans-
parency and providing justification, they are by no means the only, and maybe not even
the most important, way in which institutions like the G20 can provide information
about and justification for their decisions and actions. Press conferences and media
interviews of decision-makers, the publication of agendas, minutes and issue notes of
important meetings, the provision of information on websites, the presence of repre-
sentatives of affected groups in the relevant meetings or outreach processes with civil
society organisations are just a few other ways to foster the first two of the three ele-
ments of accountability.

Quite diverse mechanisms are also conceivable to allow the addressees of account-
ability to impose sanctions in response to the activities of the institution. The criticisms
which independent agents can bring forward in institutionalised exchanges with the re-
sponsible policymakers (for example, in outreach processes with civil society organisa-
tions) can at least be seen as a weak form of sanctions. In this context, the enabling role
of accountability mechanisms which foster transparency and justification for the pos-
sibility of the imposition of sanctions becomes visible. Monitoring and evaluation by
independent agents is only feasible if these agents have the relevant information at their
disposal. Another closely related form of weak sanctions are effects on the reputation
of an institution and its decision-makers which can for instance be the consequence of

12



INTERNATIONAL MECHANISMS

media coverage. In democratic political systems, reputational effects are closely related
to “harder” sanctions, as policymakers fear being voted out of office if their reputation
is harmed. Other sanctioning mechanisms might include the possibility of reducing
the financial resources available to an institution or the opportunity of other agents to
refuse to cooperate with the institution in question.

The internal learning function of accountability mechanisms is also served by ac-
countability reports, as a systematic assessment of the past performance of an institution
with regard to the achievement of its goals allows lessons to be drawn for future work. In
addition, in the context of the G20, so-called peer-review processes are sometimes also
considered as accountability mechanisms. Although these mechanisms do not directly
serve to render the G20 accountable as a whole, a system of peer-review processes can
foster learning between different member states based on past experiences.

In general, accountability mechanisms differ with regard to their addressees. In-
ternal accountability to those who delegated power to the institution in question can be
distinguished from external accountability to outside agents [ Keohane, 2006, p. 79]. In
the case of the G20, all accountability mechanisms that are directed at the citizens of
the member states contribute to internal accountability, as the citizens have — at least in
the democratic G20 member states — delegated power through national elections to the
national governments that are part of the G20. Accountability mechanisms directed to
citizens or governments of non-member states contribute to the external accountability
of the G20.

Although political institutions should in the end be accountable to the citizens,
accountability mechanisms can try to address them indirectly via other political insti-
tutions or civil society organisations. Thus, accountability mechanisms also differ with
regard to the type of agent they target. We will lay these out for the case of the G20 in
some more detail below.

The Relationship between Accountability and Legitimacy

The concept of accountability is often evoked in debates about the legitimacy of
political institutions [Keohane 2011, p. 102f]. In discussing legitimacy issues, two con-
cepts of legitimacy — a normative and an empirical — have to be distinguished. The
normative concept of legitimacy refers to the justifiability of an institution. The em-
pirical concept of legitimacy refers to the normative evaluations and attitudes of the
population regarding the institution in question. Legitimacy in the empirical sense is
thus about the beliefs of the population with regard to the legitimacy of an institution
in the normative sense [Buchanan, 2002, p. 689].5 Both concepts of legitimacy are use-
ful, albeit in different contexts. For instance, the empirical concept will be much more
useful if one is interested in the stability of an institutional arrangement or the degree

>von Haldenwang [2016, 2017] highlights a somewhat different distinction between a normative
perspective on legitimacy and the facticity of legitimation.
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of compliance with its directives which could be expected, while one can refer to the
normative concept in overall evaluative statements about institutions.

To get a grip on the conceptual relationship between legitimacy and accountabi-
lity, it is also useful to consider the widely used distinction between input and output
legitimacy that was originally developed by Fritz Scharpf [1970]. Input-oriented le-
gitimacy arguments refer to the institutional processes that ensure that the decisions
of an institution reflect the expressed preferences of those governed. Thus, the input
legitimacy of an institution depends on how its decisions come about, that is, who is
consulted beforehand, who participates in the decision-making, what kind of voting
procedures are employed, and so on. Output-oriented legitimacy arguments refer to the
capacity of an institution to effectively solve pressing problems and thereby foster the
interests of those governed. Thus, the output legitimacy of an institution depends on
the quality of the policy outputs of the institution.

As they are part of the decision-making procedures of the institution, accountabil -
ity mechanisms can above all help an institution to be “input legitimate”. They allow
the governed to be informed about the activities of the institution and give them the
opportunity to put pressure on decision-makers if the latters’ policy measures do not
match their own preferences. However, accountability mechanisms can also help an
institution to be “output legitimate”. As described above, accountability mechanisms
can help decision-makers to review their own work for purposes of learning. In addi-
tion, accountability mechanisms can bring the perspectives and expertise of different
groups that are affected into the decision-making processes and thereby improve policy
outputs. Finally, in the empirical sense of legitimacy, accountability mechanisms can
also foster output legitimacy in the way of providing information on, and advertising,
the policy outputs of the institution. This could affect the beliefs of the population
about the quality of the policy outputs and thereby have an impact on output legitimacy
in the empirical sense, even aside from the impact of the accountability mechanisms on
the actual policy outputs.

Existing Accountability Mechanisms within the G20

Accountability came under debate in the G20 only after 2008, when the group was ele-
vated to leaders’ level, and even more so when the scope of its policy areas was extended
soon after. The first formal accountability mechanisms were put in place to keep track
of how policy measures that were agreed upon were implemented.

Accountability in the G20

The weakly formalised nature and fragmented structure of the G20 pose chal-
lenges for its accountability. Much of G20 work is still happening behind closed doors,
which is one of the alleged virtues of the G20 because this is supposed to allow for more
open discussions. But, at the same time, it also contributes to scepticism about the
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aims and contents of the discussions. The final outcomes of the negotiations are com-
muniqués and their appendices. They contain positions, but also commitments of the
G20 on common goals or specific actions. All Action Plans of the G20 — self-produced
reports, and so on — also fall under these and are endorsed in the communiqués.

As the three central accountability mechanisms of the G20, we can identify: i) its
interaction with the respective media; ii) self-assessment of its performance through
G20 Accountability Reports; and iii) its exchange with civil society and business or-
ganisations, formalised in its Engagement Groups. These mechanisms constitute the
main ways in which the G20 as a whole tries to be accountable.

The three accountability mechanisms of the G20 potentially aim at different ad-
dressees, such as the public, governments or civil society organisations, both within the
G20 countries (internal accountability) and in other parts of the world (external ac-
countability). Table 1 gives an overview assessment of which agents are reached by each
mechanism. The characterisation as a weak (light gray) or strong (dark gray) channel
takes into account a quantitative and a qualitative dimension. The quantitative dimen-
sion refers to the share of the agents in the respective group of addressees that are prob-
ably reached by the respective accountability mechanism. The qualitative dimension
describes the intensity of interaction taking place. For instance, it is very likely that a
higher number of civil society organisations take note of media reports on G20 meas-
ures than are part of the Engagement Group process. However, Engagement Group
processes will certainly contribute more to the accountability of the G20 towards those
civil society organisations that are included in the Engagement Group processes than
media reports, because the former allow them to be addressed more directly. All assess-
ments in Table 1 are our estimation of the strength of a particular channel in establish-
ing accountability towards the different addressees.

Accountability mechanisms of the G20 can also address the group itself, and the
individual governments of the G20, also over time. This can help to improve coher-
ence and effectiveness of G20 policies, and thus add to fulfilling the internal learning
function of accountability mechanisms. Column 5 of Table 1 consequently lists G20
governments as one category of addressees, in which case G20 governments act both as
authors as well as addressees of accountability.

We regard the interaction with the media as a strong channel for the accountability
towards the wider public in the G20 member states; the publication of accountability
reports as a strong channel for the accountability towards governments of G20 member
states; and Engagement Group processes as a strong channel for the accountability
towards civil society and business organisations of G20 member states. What is striking
is that channels for external accountability that address agents outside G20 countries
have only been weakly developed in the G20.

In the following, we describe and discuss each of the three central mechanisms in
some detail.
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Table 1. Addressees of accountability mechanisms

Accountability Wider public Civil society and business Governments International
mechanisms organisations organisations
Internal External Internal External Internal External
(G20) (NonG20) (G20) (Non-G20) (G20) (Non-G20)

Interaction with
media

Accountability
reports

Engagement group
processes

l Strong channel "= Weak channel

Source: Compiled by the authors.

Interaction with Media

As regards ongoing negotiations and their results — the communiqués — the public
is mostly informed via press conferences and the respective media coverage. The inter-
ested public can usually also access G20 outcome documents through the respective
presidency’s webpage. News coverage is mostly restricted to the time of the summits.®
While some prominent conflicts, such as the one in 2017 about the joint commitment
to support the Paris Climate Agreement, are subject to coverage, the contents often
fade behind the orchestration of the summits themselves. This includes the personal
interaction of the heads of states,’ as well as the surrounding protests.

This focus implies that little attention is paid to the process itself, and particularly
the working group meetings, in which most of the contents that are adopted at the
summits are prepared. Also, while the media does have the greatest outreach, it often
does not have sufficient access to the contents being discussed, which are frequently
highly technical, such as international tax rules against base erosion and profit shifting
(BEPS). Finally, regarding content, by its focus on summit outcomes, media coverage
is restricted to the commitments pledged there rather than being concerned with the
more piecemeal work of complying with them.

Accountability Reports

In order to track its work towards its own commitments, the G20 has established
formal accountability processes. This mainly takes the form of self-produced reports,
compiled by the respective working group in which the commitments originated. The

¢ In lesser form, some of the ministerial meetings also receive some media attention.
7 See Gronau [2015] for an in-depth analysis of the visual self-presentation of G7 and G20 summits in the
media [Gronau, 2015, Chapter §].
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main goal of the reports is to provide monitoring and evaluation, which is closely re-
lated to the self-understanding of the G20 to draw its legitimacy from the outputs that
it produces. Table 2 gives an overview of the most important accountability reports of
the G20 and their characteristics. What is detrimental to the potential function of the
accountability reports to increase transparency is that there is no official overview of
G20 accountability reports publicly available and that it is not even easy to get access to
reports of past years. For the compilation of Table 2, we concentrate on those mecha-
nisms that are employed by the G20, and only those that refer to the G20 as a whole.
Accountability reports that are not compiled, or at least mandated, by the G20 are thus

not included, and neither are those of individual countries.

Table 2. Accountability reports of the G20

Report Author Track Years of Policy Individual | Comprehensive/ | Page
publication outcomes country exemplary® count®
assessed?? measures
reported?

Implementation Financial Sta- | Finance | Annually Yes Comprehensive |56
and Effects of the | bility Board since 2009¢ pages
G20 Financial
Regulatory
Reforms
Report on G20 World Trade Sherpa | Biannually Yes Comprehensive | 124
Trade and Invest- | Organization, since 2009 pages
ment Measures Organisation

for Economic

Co-operation

and Deve-

lopment,

United Nations

Conference

on Trade and

Development
ACWG: Account- | AntiCorruption | Sherpa | Annually Yes Exemplary 13
ability Report ‘Working Group since 2011, pages

except 2016
GPFI: Annual Global Partner- | Finance | Annually Different priori- | 15
Progress Report ship for Finan- since 2011, ties each year pages
to the Leaders cial Inclusion except 2012
& 2014

FGWG: Account- | Framework Finance | Annually Yes Yes Comprehensive | 17
ability Assessment | Growth Work- since 2013 pages
Report ing Group
DWG: Compre- Development | Sherpa | Every Comprehensive | 148
hensive Account- Working Group three years pages
ability Report since 2013
DWG: Annual Development | Sherpa | Annually Comprehensive | 56
Progress Report Working Group since 2014 pages
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Report Author Track Years of Policy Individual | Comprehensive/ | Page
publication outcomes country exemplary® count®
assessed?? measures
reported?
Financial Inclusion | Global Partner- | Finance | Every three Comprehensive |43
Action Plan (FIAP) | ship for Finan- years since pages
Progress Report cial Inclusion 2014
2014-2017
IFA: Final Report | International Finance | Annually Comprehensive | 15
Financial since 2016 pages
Architecture
Working Group
Noftes:

2 Are only policy outputs reported or also outcomes of these policies?

®Does the report cover the whole working agenda of the respective group?

¢Page count of last publication.

dReports before 2015 were titled “Overview of Progress in the Implementation of G20
Recommendation for Strengthening Financial Stability”.

Source: Compiled by the authors.

The overall scope of reports follows the topical focuses of the G20, with the first
accountability reports being on the G20’s actions to stabilise the global financial sys-
tem, and on its trade and investment measures (starting to be compiled in 2009). The
array of such reports has since expanded rapidly, following the expansion of the fields
in which the G20 is active. Often, the IOs that are central to the respective implementa-
tion contribute to, or sometimes even compile these reports, such as the Report on G20
Trade and Investment Measures, which is compiled jointly by the WTO, the OECD,
and the UNCTAD. When reporting on G20 activities, the G20 or the 1Os usually re-
strict themselves to what the G20 calls its “collective” actions, which is i) the sum of
its coordinated individual G20 countries’ policies, or ii) the actions of international
organisations mandated by the G20. Only when it wishes to account for the achieve-
ment of more general, commonly agreed goals of the G20 — to which many different
measures can contribute — does it selectively also report on individual country actions
that have not been specifically coordinated.?

All of the G20’s accountability measures track policies of the G20 towards its com-
mitments (output-accountability). Sometimes, the G20 also provides information on
the effects of these measures (outcome-accountability). It is, however, naturally dif-
ficult to clearly state a causal relationship between G20 policies and general outcomes.
Many working groups publish accountability reports on a yearly basis which report on
the work of the group as a whole, or, more precisely, on the work that the G20 has pur-
sued within the remit of the group. The reports vary widely in terms of content, length,

8 Consequently, reporting on uncoordinated actions does not contribute to the accountability of the
G20 as an institution, although it is carried out by the G20.
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and the process of their compilation. Most reports comprehensively describe the activi-
ties of the respective working group. However, some groups only exemplarily report on
some selected areas of action.

Public reports contribute to the “answerability” -component of accountability. Al-
though they are primarily meant to inform the public within G20 countries, they are
also potentially addressed to the public of non-member countries. Hence they contrib-
ute both to internal and external accountability.

Through its accountability reports, the G20 monitors and evaluates its own work.
This is both a vice and a virtue. It is a virtue because member countries and the respec-
tive 10s involved have the best information on the activities conducted towards specific
commitments or goals. It is a vice because self-assessment has a tendency to lead to re-
ports that highlight successes and underemphasise shortcomings, that is, to overly posi-
tive evaluations. This effect is aggravated by the need for consensus of the G20 member
countries also in terms of reporting, when individual countries seek to prevent putting too
strong an emphasis on policy fields in which their own activities have not contributed to
fulfilling common G20 commitments. The more independent the mandated 1Os are in
compiling the reports and the more clearly defined the indicators are, along which the re-
ports are compiled, the more credible the reports. An example of what this could look like
is the recent OECD Technical Report on Progress on Structural Reform Under the G20
Enhanced Structural Reform Agenda (see [OECD, 2017]), which evaluates outcomes
along a pre-defined set of indicators of structural reform, both for G20 collective actions
and individual country contributions, and along a set of outcomes. There is, however, no
official commitment on whether this exercise will be repeated, which is why we do not
list the report among the established accountability reports of the G20. Also, it still holds
that, in the end, the close interlinkages between the OECD and the G20 raise questions
about impartiality, whenever there is still room for interpretation in reporting.

Another mechanism which has gained some importance and that is closely related
and often considered part of accountability is that of peer reviews. In these, G20 coun-
tries mutually review their individual efforts towards a certain commonly agreed goal.
The most prominent of these processes are the Mutual Assessment Process (MAP),
and the G20 Voluntary Peer Review on Inefficient Fossil Fuel Subsidies that Encour-
age Wasteful Consumption. The MAP was implemented in 2009 in the context of the
G20 Framework for Strong, Sustainable and Balanced Growth.

The MAP functions such that countries present their national implementation ef-
forts in their economic policies that they have agreed to in the Framework before the
Framework Working Group (FWG). The FWG consists of representatives of the fi-
nance ministries and central banks of the G20 countries [Gnath, Schmucker, 2013].
The IMF provides technical assistance. While the initial focus of the MAP was on
spillover effects of national economic policies, and in particular current account imbal-
ances, it has shifted to the coordination of growth policies, following the establishment
of the collective 2 per cent growth target that the G20 set in 2014 at its Brisbane summit
[Callaghan, 2015]. The reports and discussions of the MAP themselves are not public.
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However, the reports also feed into the Accountability Assessment Report as a com-
prehensive G20 accountability report, where they are reported as a collective output.
Outcomes are only reported as far as the reaching of the growth target is concerned.

The peer review on fossil fuel subsidies on the other hand is intended to support the
G20 commitment in phasing out inefficient fossil fuel subsidies in the medium term.
Here, G20 countries volunteer to undergo a review by a small number of other G20
countries and the OECD.’ The reviews analyse the amount of active fossil fuel subsidies,
whether they are considered inefficient, and how many are already being phased out.
The first two countries that underwent the process were the United States and China in
2016. In 2017, Germany and Mexico followed. The country reports are public.

As described in Section 2, we do not consider these peer review mechanisms as
core accountability mechanisms of the G20 here because their purpose is not to render
the G20 as an institution accountable. Rather, these mechanisms constitute processes
to improve accountability among the governments of the G20 countries. Thereby, they
are first and foremost internal working mechanisms of the G20. However, they could
also contribute to the accountability towards other addressees in that in sum they show
progress, or the lack thereof, towards collective commitments. Although the success
of both the MAP [Callaghan, 2015] as well as the peer review on fossil fuel subsidies
[ODI, 2017] is subject to debate, the G20 has started to implement an additional vol-
untary peer-learning mechanism on the national implementation strategies of the 2030
Agenda, as will be discussed in some detail in Section 4 below. Table 3 summarizes the
characteristics of the most prominent G20 peer review mechanisms.

Table 3. Peer review mechanisms of the G20

Name G20 Year of Number of Procedure Feeding into a Policy Reports
Track | firstex- | countries that G20 account- | outcomes publicly
ecution | have partici- ability report? | assessed? | available?
pated so far
Mutual Assess- | Finance | 2009 All G20 Countries selfre- Accountabi- (Yes)
ment Process countries port, discussion lity assessment
(MAP) in FWG report
Fossil Fuel Sherpa |2016 4 Countries selfre- Yes
Subsidies Peer port, review reports
Review by small peer com-
mittee
Voluntary Sherpa | 2017 5 Representatives Publication
Peer Learning of small group of of summa-
Mechanism 2030 countries meet ries intended
Agenda (virtually) to ex-
change experiences
with certain topics
related to the 2030
Agenda

Source: Compiled by the authors

° Additionally, the IMF was part of the peer review panel for one review, namely that of the United States
in 2016.
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Engagement Group Processes

Another process that potentially contributes to the accountability of the G20 —
and one which has gained some importance particularly under the German Presiden-
cy — is the involvement of the so-called G20 Engagement Groups. Initiated in order to
increase exchange with civil society, the Engagement Groups are intended to represent
segments of society, such as the business community [B20, 2008], labour organisations
[L20, 2008], civil society organisations [C20, 2010], youth [Y20, 2010], think tanks
[T20, 2012] or women [W20, 2015]. Naturally, the interests of these groups differ po-
tentially.

Although not completely independent of the G20 process, Engagement Groups
can generally give a more objective perspective on the G20’s success in keeping its
commitments. When compiling policy recommendations for G20 leaders, Engage-
ment Groups often take stock of what the G20 has or has not achieved. Furthermore,
along some topical areas, other publications are more specifically aimed at monitor-
ing and evaluating the implementation of the commitments of the G20. However, the
possibility that Engagement Groups have of assessing which of its commitments the
G20 has actively pursued is restricted by their access to information on workstreams
and individual country contributions. Even under the greater inclusion during the Ger-
man Presidency, Engagement Group members were still excluded from most parts of
the Working Group meetings. While suffering from information deficits and limited
outreach to the general public, the Engagement Group process in general nevertheless
contributes to the “answerability” — component of accountability. Although Engage-
ment Groups have no formal means of enforcement towards the G20, their evaluation
of G20 actions in the interaction with policymakers can be seen as weak sanctioning, as
described in Section 2. In addition, as a public evaluation by the Engagement Groups is
more credible than G20 self-assessments, those evaluations can also facilitate indirect
sanctioning mediated through the public reputation of the G20. This holds particularly
true for the T20, which does not represent particular interests, but is aimed at accom-
panying the process from an academic perspective.

Table 4 summarises the three central channels of G20 accountability: interaction
with media; accountability reports; and Engagement Group processes; with respect to
the functions of accountability they fulfil (light gray) and fulfil in a particularly strong
way (dark gray). The classification follows the discussion above.

As described above, none of the accountability mechanisms considered allows en-
forcement in the form of formal sanctions. As mentioned in Section 2, criticism by
independent actors, such as by the Engagement Groups, can be seen as a weak form of
sanctioning. In addition, reputational effects can have enforcement functions for dem-
ocratic governments in G20 member states which have an interest in being perceived
positively by their own citizens, also for their actions on the international stage. As
credibility of individual country commitments is crucial for the solution of intra-G20
coordination problems, reputational aspects are also important for the effectiveness of
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the G20. A similar point holds for the reputational effects towards non-member states
and non-state actors who will only take G20 decisions seriously when they perceive
commitments to be credible.

Table 4. Functions of G20 accountability mechanisms

Answerability Enforcement Internal learning
Transparency Justification Independent Reputational Formal
evaluation effects sanctions

Interaction with
media

Accountability
reports

Engagement group
processes

l Strong role Weak role

Source: Compiled by the authors.

Generally, though, accountability is greatly weakened in countries with authori-
tarian forms of government, which some of the G20 member states constitute. All ac-
countability mechanisms described can hardly reach their goal in such countries. En-
gagement processes with civil society are impeded if critical actors in civil society are
suppressed while transparency towards the media cannot yield success if the media is
not allowed to report without censorship. Sanctioning effects through public reputation
also run empty in these contexts.

Accountability and the Implementation of the 2030 Agenda
for Sustainable Development by the G20

The requirements an institution has to meet to render itself accountable critically de-
pend on the actual function that the institution fulfils. Its recognition of a responsibility
with regard to the implementation of the 2030 Agenda by the adoption of the G20 Ac-
tion Plan on the 2030 Agenda for Sustainable Development implies a shift in the func-
tion of the G20. While, through the adoption of the Action Plan, the G20 does not take
over the role of the central actor in the implementation of the 2030 Agenda (something
it could not do), as one important actor it commits itself in the Action Plan to contrib-
ute to the implementation of the 2030 Agenda by aligning the activities in all its work
areas with the goals of the 2030 Agenda and by integrating the basic principles of the
Agenda into its work. In its main part, the Action Plan specifies all collective actions
which are directed at the implementation of the 2030 Agenda. In an annex (Annex B),
G20 member countries also individually specify uncoordinated actions which they aim
to conduct towards the implementation of the 2030 Agenda.
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New Challenges for G20 Accountability Mechanisms Posed
by the 2030 Agenda

The implementation of the 2030 Agenda does not only require domestic action
by all governments but also international cooperation and policy coordination as well
as a profound reform of global economic, environmental and social frameworks. The
G20 could play a constructive role with regard to all three levels of implementation of
the 2030 Agenda (domestic politics, international cooperation, global policies) as it
is influential with respect to agenda-setting and policy coordination in international
politics.

The assumed role of the G20 with regard to the implementation of the 2030 Agen-
da poses four specific demands for its accountability mechanisms. Firstly, special de-
mands for accountability mechanisms arise from the fact that implementation efforts
by the G20 have consequences for the citizens of non-member states. In this context,
the question is salient how the G20 can be externally accountable to those who are not
represented in the G20 via their governments but are still heavily affected by G20 ac-
tions (or even subjected to regulations agreed upon in the G20). However, that is not a
challenge which is exclusive to the implementation of the 2030 Agenda, as many G20
collective actions have global consequences.

Secondly, the 2030 Agenda has already a follow-up and review process within the
UN system with the High-level Political Forum (HLPF) as a focal point. G20 ac-
countability mechanisms with regard to the 2030 Agenda should neither substitute nor
duplicate UN processes.

Thirdly, because of the interrelated nature of the goals specified in the 2030 Agen-
da, its incorporation in G20 activities will require a coherent effort on the part of all
G20 working groups [Lay et al., 2017]. Accountability mechanisms will most effectively
foster the implementation of the 2030 Agenda by the G20 if they take into account the
cross-cutting nature of the agenda. Such accountability mechanisms can inform G20
working groups on actions taken by other working groups and help them to improve
their cooperation by fulfilling the internal learning function.

Lastly, the three levels of implementation of the 2030 Agenda demand for follow-
up on each of the levels. Particularly, follow-up on the domestic implementation within
G20 states and on the local scale sets a challenge for G20 accountability mechanisms.
G20 declarations also specify uncoordinated, individual country measures in support
of the 2030 Agenda. The current G20 accountability system, which is concentrated on
collective actions, does not seem well-suited to follow-up on these activities of indi-
vidual countries.

Existing G20 Accountability Mechanisms
in the Context of the 2030 Agenda for Sustainable Development

Traditionally, the G20 Development Working Group (DWG) has been responsi-
ble for accounting for the G20’s development commitments. Although the 2030 Agen-
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da was developed out of the Rio Process of environmental protection to merge with the
process on the Millennium Development Goals, which were a classical development
agenda, the SDGs are often understood as their direct successor. Following this logic,
the G20 Sherpas also placed the 2030 Agenda in the competence of the DWG, and
entrusted it to developing the G20 Action Plan on the 2030 Agenda.

The formal accountability products of the DWG are a Comprehensive Accounta-
bility Report on G20 Development Commitments, published every three years starting
in 2010, and the DWG Annual Progress Report on G20 Development Commitments,
published in years in between Comprehensive Accountability Reports. Both Compre-
hensive Accountability Reports and Annual Progress Report always include a snapshot
of the current status of each development commitment. The Comprehensive Account-
ability Report additionally describes in text form the work done in each policy field
in which the G20 has made development commitments, such as “Human Resource
Development”, or “Food Security and Nutrition”. The classification of these policy
fields builds on the “Pillars” of the “Seoul Multi-Year Action Plan on Development”
(MYAP) of 2010, which was the first comprehensive development plan of the G20.

If the DWG aims at accounting for the implementation of the 2030 Agenda, it fac-
es the challenges described above. Although the G20 Action Plan on the 2030 Agenda
was developed in the DWG, it covers fields that go beyond its focus area and includes
topics that are in the centre of the work of other working groups and workstreams.

The 2017 DWG Annual Progress Report was by no means a comprehensive report
on the activities of the G20 towards the 2030 Agenda. It only made first steps towards
coherent self-reporting on the implementation efforts of the G20 with regard to the
2030 Agenda. How far this can go is questionable, since a part of the engagement that
the G20 has committed itself to consists of the individual country actions captured
in Annex B of the G20 Action Plan on the 2030 Agenda. Self-reporting by individual
countries, however, takes place via the UN High-level Political Forum and should not
be duplicated. The G20 must thus in this case fully restrict itself to reporting on collec-
tive actions, which limits comprehensive G20 accountability in the form of self-reports.

As a way to support the national plans on the implementation of the 2030 Agenda,
the G20 — as mentioned above — committed itself in 2017 to establishing a voluntary
peer-learning mechanism among its member countries [G20, 2017b]. The fact that this
was framed as a learning mechanism indicates that the foremost objective was to help
G20 members share best practices and challenges in the individual implementation of
the 2030 Agenda. In the first round that began in 2017, two groups of three countries
participated in the peer-learning process: China, Germany, and Mexico constituted
the first group, while Mexico, the Netherlands and Norway constituted the second
group.'” The countries met — mainly virtually"! — to learn from each other how cer-
tain, previously agreed topics that related to the implementation of the 2030 Agenda at

1" The Netherlands and Norway are not member countries of the G20 but have participated in their
function as guest countries.
' China, Germany, and Mexico held the group’s first face-to-face meeting in Mexico in April 2018.
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national level were handled in the respective countries. In the first group, these topics
were the alignment of national sustainability strategies with the 2030 Agenda; hori-
zontal and vertical policy coherence; and the monitoring of implementation efforts.
The second group exchanged information on how the private sector, especially small
and middle-sized enterprises, could be better involved in the implementation of the
2030 Agenda and about measurement issues. Thus, up to now, the process has not yet
referred to the individual implementation of the quite diverse concrete national policy
actions that G20 member countries have specified in Annex B of the G20 Action Plan
on the 2030 Agenda, but rather to the general implementation of the 2030 Agenda in
the national policies of the respective countries.”? Despite the similar name, the process
in its current form thus differs to a great degree from the existing peer-review mecha-
nisms (as can also be seen in Table 3), such as that on fossil fuel subsidies, in that it has
no public or external outreach and that it is not concerned with the implementation
of specific G20 policy commitments. Currently, the option to expand the process to
include 1O0s as observers is under discussion during the Argentinian Presidency, as is
the option of making the most important outcomes publicly available in an annex of
an Update of the G20 Action Plan on the 2030 Agenda as well as in an annex of future
DWG accountability reports.

The SDGs are by intention only to be reached through the common activities of
political institutions at supra-national, national, and sub-national level, and civil socie-
ty. It therefore does not come as a surprise that an exchange of the DWG with civil soci-
ety under the German Presidency took place through a workshop on the 2030 Agenda,
including representatives of the B20, C20, and T20. However, due to the exclusion of
Engagement Groups in the working group meetings themselves — even as observers —
their possibilities to evaluate actual G20 policies towards the G20 Action Plan on the
2030 Agenda remains limited. They simply lack the knowledge that the different G20
workstreams and implementing IOs have. The recent inclusion of Engagement Groups
during the early stages of 2030 Agenda implementation can only be seen as a first posi-
tive signal in this regard.

Hence we see that the structure of the G20’s accountability mechanisms has not
yet been set out so as to support coherent accountability with respect to the implemen-
tation of the 2030 Agenda. The G20’s presence in the media is usually concentrated on
other issues. Its “system” of accountability reports is too fragmented and by construc-
tion not fit to allow for coherent reporting on all three levels of implementation, also
because of a partial overlap with the UN reporting system. The exchange with and more
coherent evaluation by Engagement Groups is restricted through their limited access
to the respective working group meetings of the G20, as a closed-door policy is deeply
engrained in the character of the G20.

12 The peer-learning process thus focuses on procedural rather than on substantial issues. This is partially
due to the intention not to duplicate the follow-up process of the UN HLPF which focuses on substantial
implementation measures.
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On the other hand, we do observe some political will by the G20 to align its ac-
countability processes more with the 2030 Agenda, which becomes visible in slow shifts
towards coherent reporting in the accountability report of the DWG, the establishment
of a peer-learning mechanism, and the more open exchange with the Engagement
Groups under the German Presidency.

Possible Ways Forward for G20 Accountability Mechanisms

In general, we suggest focusing on measures to increase the transparency of the G20.
As the G20 has no administrative body, it cannot establish an independent unit that
could provide monitoring and evaluation, as other international organisations have
done. This implies that any truly independent monitoring can only be provided from
the outside. To facilitate the monitoring of G20 activities by independent actors, such
as the media or Engagement Groups from both G20 and non-G20 countries on an
informed basis, the G20 has to become more transparent. The holistic consideration
of the activities of the various different G20 workstreams that would be necessary for a
coherent implementation of the 2030 Agenda could more easily be accomplished from
outside. Increased transparency and external evaluation would therefore also be ben-
eficial to the efforts of the G20 to align its activities with the 2030 Agenda.

Below we propose how demands for accountability could be addressed within
the current system of accountability mechanisms. Yet the suggestions we make differ
considerably with respect to the degree of change they imply. Most can only be seen
as small, incremental steps in the direction of a more accountable G20. However, in
view of limitations with regard to the willingness of many powerful actors to be held
accountable,? such steps could already be seen as progress. In this sense, in fact, some
of the suggestions discussed might already face strong resistance within the G20. The
proposals mirror the fact that the G20 is indeed an influential institution of global gov-
ernance, and call for a representation of that fact in its accountability mechanisms. But
this would not come without costs, for instance with regard to its flexibility or financial
requirements. On the other hand, these costs are partly already borne, in that the com-
pilation of various accountability reports is resource-demanding. Thus, we generally
suggest a shift in expenditures towards the establishment of transparency, without call-
ing for excessive institutionalisation. Focusing on transparency issues is also the most
cost-effective way to increase the G20’s accountability and this would lay the basis for
the other elements of accountability.

The discussion of specific proposals below is structured in accordance with the
different kinds of accountability mechanisms of the G20 identified above.

13 Keohane describes this as follows: “To be held accountable is to have one’s autonomy, and one’s power
over others, constrained. Since few of us like to be held accountable, we must expect leaders of organizations —
whose drive for power is greater than that of the average person — to resist accountability, especially when they
can do so without jeopardizing other goals” [Keohane, 2006, p. 79].
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Website and Interaction with Media

To improve its transparency, the G20 should more systematically make use of the
dissemination of information about its work by means of websites and the interaction
with media. Currently, no permanent official G20 website exists. Every presidency es-
tablishes its own website which is discontinued sometime after the end of the presiden-
cy. Older G20 documents are often hard to find online. This makes it difficult for jour-
nalists, researchers and activists to inform themselves about the activities of the G20.

In addition, it would seem desirable that media do not only have the opportunity
to report on G20 summits but also on G20 Working Groups. The G20 should provide
journalists with information about the meetings and interview partners. For example,
agendas and minutes of working group meetings could be published. More transpar-
ency of the G20 working groups themselves is crucial, as much of the actual substantive
exchanges take place here.

Accountability Reports

With regard to the G20 accountability reports, we suggest limiting their function
to what they are actually able to fulfil in the highly politicised context of the G20. This
means that the G20 should restrict their own reports to a description and justifica-
tion of the policy measures taken. It seems unrealistic to achieve credible evaluative
statements with regard to the implementation of past commitments if the consensus
of governments of all member states who care about their own reputation is required.
Thus, instead, the accountability reports prepared by the G20 working groups should
try to make their work as transparent as possible. This would imply that accountability
reports simply list and describe past policy measures along with the rationale for their
implementation. The evaluation would better be left to independent actors.

A way of enlarging the reach of the reports would be to give the G20 Engagement
Groups the opportunity to comment on the reports prepared by the G20. The com-
ments of the Engagement Groups could then be published together with the reports.
A similar process exists with regard to relevant UN bodies, or non-member states to
increase external accountability. In general, as our analysis of past accountability re-
ports showed a great deal of variation between different presidencies, the preparation
of accountability reports should be transferred to a more formalised process to achieve
more continuity over time.

With regard to the efforts of the G20 to implement the 2030 Agenda and the relat-
ed requirement of greater policy coherence, a formalised reporting structure including
all working groups is indispensable. This could build on the first steps already taken, as
described above in Section 4, to expand the accountability report of the Development
Working Group to additionally cover G20 actions of relevance to the implementation
of the 2030 Agenda of other working groups. The G20 Action Plan on the 2030 Agenda
had already structured G20 commitments towards the 2030 Agenda along Sustainable

27



INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. Vol. 13. No 4 (2018)

Development Sectors (SDSs), which build on and extend the list of the DWG pil-
lars (see Table Al in the Appendix). The SDSs are broader in the sense that they also
capture topical areas that extend beyond the remit of the DWG. They are by no means
comprehensive nor do they reflect the variety of the goals of the 2030 Agenda [Ale-
xander, Caliari, 2016] but they do incorporate many of the key areas of work of the
G20 that are of relevance for the implementation of the 2030 Agenda. While the traffic
light table of the DWG Annual Progress Report currently still only includes the status
of commitments which originate in the DWG and is structured in accordance with the
pillars, it could well be structured in accordance with the SDSs. This would not amount
to comprehensive reporting on all topics relevant for the 2030 Agenda but it might be
a step in this direction, if all working groups reported their efforts towards its imple-
mentation in their respective working fields. In 2017, the G20 adopted the “Hamburg
Update” of the Action Plan [G20, 2017b]. This document summarises all active, and
particularly the newly made, commitments by the G20 that are of relevance to achiev-
ing the SDGs. Future accountability reports could then report on the policy measures
taken for each of these commitments. By adopting such a more formalised process in
which the commitments to be reported on are pre-determined, the G20 could more
clearly structure its self-reporting towards the 2030 Agenda and increase the credibility
of these self-reports.

Furthermore, the expanded DWG accountability report should be fed into the
UN follow up process with regard to the 2030 Agenda. The G20 could comprehensively
report to the UN HLPF on its collective actions and thus contribute to the process in a
systematic manner. At the same time, individual, uncoordinated commitments, as cap-
tured in Annex B of the G20 Action Plan on the 2030 Agenda, could still be reported
by individual countries, such that the process within the G20 would not interfere with
the one within the HLPF. The general relationship between the G20 and the United
Nations had long been unclear in itself.'* The joint participation of G20 countries in the
reporting process of the High-level Political Forum with regard to collective commit-
ments towards the Action Plan on the 2030 Agenda could be one way to contribute to
generally establishing a constructive role of the G20 in the UN system.

The peer-learning mechanism on the 2030 Agenda that has been established within
the DWG substantially fulfils an internal learning function with regard to overarching
topics in the implementation of the 2030 Agenda. It has thus been carefully segregated
from the UN reporting process. However, this also means that, in its current form, it
does not contribute to the answerability or justification of the G20 as an institution.
An inclusion of non-G20 countries as observers, which was discussed in the DWG
but is not intended to be implemented in the near future, would help to strengthen
external accountability. The publication of the most important outcomes of the group
interactions that is envisioned could increase the role of the mechanism in the overall

4 For the relationship between the G20 and the United Nation, see Jones [2010]. The G20 was first
mentioned in a UN resolution in 2013 [General Assembly of the United Nations, 2013, p. 4].
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accountability of the G20 vis-a-vis the 2030 Agenda towards all addressees, depending
on how honestly the summary reflects the discussions.

Even though there is still room for improvement with regard to the preparation of
accountability reports by the G20 and the related mechanisms, the chance that these
kinds of accountability mechanisms could achieve greater accountability for the G20
are clearly limited, given the credibility problems of self-reporting.

Outreach Processes towards the Civil Society

Generally, the G20 Engagement Group process seems predestined to be used more
systematically in order to improve the accountability of the G20. Opening up working
group meetings to selected representatives of Engagement Groups as observers would
make it possible to retain an effective discussion culture, since it would only increase
the nonparticipating audience by a small number of persons. At the same time, this
would allow knowledgeable observers to contribute to increased transparency and the
credible evaluation of outcomes. Particularly within the context of the 2030 Agenda,
where common efforts by policymakers and the civil society are crucial, these meetings
could be used more effectively to engage various different groups of society in the work
of the G20.

Moreover, to improve external accountability, the Engagement Groups themselves
could be opened up to civil society organisations from non-G20 states. This would fur-
ther account for the universality of the 2030 Agenda in as far as it could help increase
learning with respect to the effects of G20 actions on other countries. The Think 20
Africa Standing Group, which was established in 2017 and includes researchers from
various different African countries, could be seen as a first step in this direction and
should be further supported by the G20 itself [T20 Africa Standing Group, n.d.].

It must however be noted that strong involvement of civil society organisations
in global governance is not an undisputed matter. For instance, it should be pointed
out that business organisations which have the largest resources and networks at their
disposal could become the primary beneficiaries of such engagement processes. In ad-
dition, as most NGOs that are influential in global governance come from industrial-
ised countries, one could question their claim to effectively representing less-privileged
groups of the world’s population [Scholte, 2004, p. 222ff]. Although such caveats have
to be taken seriously and dialogue processes with the civil society are clearly not a com-
plete remedy to accountability deficits, in the case of the G20 a more systematic use
of the Engagement Group process is nevertheless likely to create a more even playing
field for different societal groups. To this extent, the Engagement Group processes have
the potential to play a constructive role in fostering accountability through increasing
transparency and facilitating more independent evaluations.
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Inclusion of non-G20 Member States

An additional — and more far-reaching — point of high relevance to accountabil-
ity concerns the selection process of G20 member states (and also of the guests). The
initial and great shortcomings of the G20 in respect to external accountability arise
precisely because of its restricted and contingent membership. The citizens of non-
member states cannot hold their representatives accountable for the decisions taken
within the G20 because they do not have any representatives participating in the G20
meetings. The membership structure of the G20 is often justified on account of the
advantages of a small group with regard to efficiency while at the same time all power-
ful actors are included. However, this does not preclude any institutional reform that
would render the G20 more inclusive [Bradford, Zhang, 2015]. For instance, at least
a share of the member countries could be selected for a certain period in a transparent
and inclusive process. In this case, everyone could hold his or her national government
accountable at least for the election of some G20 members. This would imply only
a small increase in the number of members with full voting rights, while generating
broader accountability through chains of delegation, as we have laid out above. In ad-
dition, the participation of developing countries and a better regional balance could be
ensured through such a process.

Obviously, the realisation of this proposal would constitute a more fundamental
transformation in the nature of the G20 than the proposals described above. Although
similar proposals have been brought forward repeatedly [Ocampo, Stiglitz, 2011], the
development of the G20 in this direction in the near future is not very likely — partly
because it seems difficult to agree on a procedure for the selection of additional G20
members. One option in this regard would be the selection of temporary members by
regional organisations. Another option would be the election by the UN General As-
sembly. Although it is clear that it will be difficult to come to an agreement on such
proposals, it is nevertheless important to discuss changes in the membership structure
of the G20. It seems unrealistic that the G20 can become accountable in a meaning-
ful sense to all individuals affected by its policies as long as there are no reforms in this
respect.

Conclusions

From the analysis of accountability mechanisms in the G20, it becomes clear that ac-
countability issues are not only a broad field but also touch on the very core of this pow-
erful global institution. It becomes apparent that accountability, which is often cited
as a “silver bullet” for the legitimacy problems of the G20, is not exhausted simply
through the compilation of reports but also concerns the set-up of the G20 itself as an
institution.

We have identified three elements of accountability — transparency, justification
and enforcement. The G20 lacks formal enforcement mechanisms, and is attempting
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to create transparency and provide justification via strongly controlled processes. These
are in particular the interaction with media, the publication of self-produced account-
ability reports, and dialogue processes with civil society and business organisations.

The adoption in 2016 of the G20 Action Plan on the 2030 Agenda for Sustainable
Development as a leitmotif of G20 work not only sets challenges but at the same time
also provides opportunities to improve G20 accountability. The challenges include the
need for external accountability vis-a-vis the population of non-member countries be-
cause of the universal scope of the agenda; the relationship to the UN follow-up sys-
tem; and the crosscutting nature of the agenda. The two latter points strongly touch on
technical issues on how to continue with existing accountability mechanisms, particu-
larly regarding the self-reports. In 2017 the accountability report of the Development
Working Group took some first small steps towards developing a reporting structure
dealing with the collective implementation efforts of the G20. Structuring future G20
Development Working Group accountability reports along the 2030 Agenda would set
an example within the current accountability system. This could then also contribute
to the UN reporting system on implementation of the 2030 Agenda. The recently im-
plemented peer-learning process could play an important role in accounting for the in-
dividual ways in which the principles of the 2030 Agenda in the G20 are integrated into
member countries’ policymaking. However, the contribution that the peer-learning
process can make to overall accountability will crucially depend on the way it is further
developed towards making outcomes accessible to the public.

Be that as it may, the ability of self-reporting to foster accountability is in general
limited due to the lack of credibility of self-evaluation. This is all the more so within the
context of reporting on the implementation of the 2030 Agenda when policy fields of
several G20 working groups are involved. For this reason, increasing the transparency
of processes within the G20 and at the same time allowing for independent evaluation
of G20 policies are at least equally important ways of fostering the G20’s accountability.

An even more prominent role could then also be taken on by the G20’s Engage-
ment Group process, which — particularly in the context of the 2030 Agenda — seems
predestined to monitor the joint efforts of policymakers and civil society. Engagement
groups combine interest, knowledge, and a relatively independent view that allows them to
identify incoherencies. First steps in this direction within the context of the 2030 Agenda
have already been taken by the G20, but there is still a lot of potential untapped: first of all,
Engagement Groups simply need to be given greater access to information. While some
proposals to increase accountability through transparency — such as establishing a perma-
nent website could be implemented quickly and easily, others — such as giving non-G20
countries some ownership in G20 discussions themselves — are at this point more distant.

In this paper, we have attempted to structure the discussions surrounding the ac-
countability of the G20 as an institution. It should be noted that, given the nature of the
(G20, this endeavour cannot achieve a comprehensive assessment of the accountability of
the G20 with regard to all relevant addressees. For instance, the mechanisms employed
in the member states to ensure accountability of G20 country governments participating
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in G20 meetings to their respective national parliaments have not been discussed as this
would require a separate examination for each member country. In light of the popular
argument that intergovernmental rulemaking can be associated with a problematic shift
of power from legislative to executive bodies [Beisheim, Brunnengriaber, 2008, p. 771],
this would also appear to be as a worthwhile avenue for future research.

At this point, the pioneering spirit that the adoption of the 2030 Agenda has set
free could be used to adapt G20 processes in the direction of greater accountability —
not only regarding administrative issues of the G20 and its working groups, but also the
political structure of G20 processes themselves. Improving coherence and mirroring
the multiple layers in the implementation of the Agenda could contribute to increasing
accountability and thus, ultimately, to the legitimacy of the G20 in general.
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Jlecumumnocmy  «Ipynnol  0eadyamu» uacmo nodeepeaemcs COMHEHUIO: UHCMUMYM HeOOHOKPAMHO CMAHOBUA-
cs1 006eKMOM KPUMUKU €O CMOPOHbI He 6X00AUUX 6 He20 20Cy0apcme, He2ocyoapCmeeHHbIX Opeanu3auuil, axkade-
MUYECK020 coobujecmea U WUpoKoil 00uecmeeHHOCMU U3-3a Xapakmepa u 3ggexmugHocmu nPpUHUMAEMbIX Mep,
a makdxjce 0SPAHUYEHHO20 COCMAsa CMpan-4aeHog. Mexanuzmbl nodomuemHocmu CnOCOOHbL OMHYACMU  CeAa-
dumb OauHble NPOMUBOPEHUs: OHU MO2YM 6084edb 0oabule epaxcian u3 eocydapcme — uaenog <«Ipynnsl deadua-
mu» 8 npoyecc HabAIOO0eHUs 3a ee essmeabHOCIbIO, YMOoObl c030amb 0CHO8Y 05 BHYMPEHHe20 00YMeHUs UHCIMUmMYma
¢ Uenwvlo nosviuleHus e2o spgexkmusnocmu. Kpome mozo, mexanuzmvl hodomuemuocmu, pabomaroujue 6 UHmMepecax He
exo0auux 6 «Ipynny dsadyamu» eocydapcme, mocym cdeaamo «Ipynny dsadyamu» 6osee 80CNPUUMUUBOL K UHMEPECAM
AK00ell, He NPONCUBAIOUUX 8 CMPAHAX-YAEHAX, HO HA KOMOPbIX peuleHus «Ipynnvt 0sadyamu» max uau uHa4e 0Kasvleaom
eausHuUe.

B npedcmasnennoii cmamoe Mbl BPOAHANUZUPOBANU CYULECMBYIOUjUE MeXaHU3Mbl nodomyemHocmu «Ipynnvt 06ao-
yamu» U U3yMUAU 8bI308bl, BO3HUKAIOWUE 8 c83U ¢ npuHamuem [losecmiu OHs 6 obaacmu ycmou4ugoeo pa3eumus Ha
nepuod do 2030 e. 6 kauecmee paboueii npoepammsl «Ipynnsr dsaduyamu». Xoms 6 pamxax «Ipynnvt deadyamu» umeemcs
naamgopma, obecneuugarouias NOOOM4emMHOCHMb OMOEAbHbIX CMPAH-YAeHO08, (POKYC NPedcmasaeHHOU pabomel HaNpag-
JeH Ha Mexanuzmvl nodomyemuocmu «Ipynnot deéaduamu» 6 yeaom kak uncmumyma. Cywecmayroujue no OGHHOU meme
nyoauKayuy no360AA10M HAM 8bl0eAUmMb MpPU 06A308bIX 2NeMEHMA NOHAMUSA «<NOOOMHEMHOCHb» ! NPO3PAHHOCHb, 00OCHO-
B8aHHOCMb U 0becneuenue 8binoaHeHus oosa3amenscme. Buympennue mexanusmol nodomuemuocmu «Ipynnot dsadyamu»
6 OCHOBHOM NPeOHa3HaueHbl 0151 NOO0ePIUCAHUs NepebiX 08X 21eMeHmos, mak Kak «Ipynna deadyamu», kak u dpyeue
Hepopmanvhbie UHCMUMYMbL YAPAGAEHUS, He MOJCem CIamb 006eKmom Kakux-aubo opmarsHuix cankyui. Tem ne me-
Hee NPO3pavHOCmb U 0O0CHOBAHHOCHb, XOMSL OHU U AGASIOMCS UEHHBIMU CAMU No cebe, co30arom onacHocmo oas «Ipynnot
deaduyamu» cmamv 006eKmMOM He3a8UCUMOU KPUMUKU, d MaKice HeKomopbvle penymauuontsle pucku. Hauboaee nadesc-
Hble MexaHusmbl nodomuemtnocmu «Ipynnwt deadyamu» exatouarom kaunanel céa3u co CMHU, nybaukayuro omuemos o de-
AMEAbHOCMU 8 WUPOKOM 0CIYNe, a maKice pabomy 6 gpopmame aympuy ¢ nPpeocmagumensimu epaircoaHcko2o, 0e108020
U akademuuecko2o coodujecme. B koneunom cueme dannvle MeXaHU3Mbl NpeOHA3HaYeHbl 045 Mo20, 4moobbl coeaams des-
menvHocmb «Ipynnvl 0saduyamu» 6oaee hoOomuemHol 045 eparcoan cmpaH — YaeHo8 00sedUuHeHUs U 3a e20 npedeiamu
(npamo uau koceenno). O0nako 6 mo guce epems oHu cmagsam neped «Ipynnoii deaduamu» 0ONOAHUMENbHYIO 3a0a1Y NO
coomHeceHuro meKyueti pabomoi ¢ nPedblOYUUM ONbIMOM.

B 2015 2. mexcoynapodroe coodbuecmeo npunsino Ilosecmky ous 6 obaacmu ycmoiuugoeo paseumus Ha nepuoo
do 2030 e. 6 kauecmee 0cHO8HOU cmpamezuu 2100a1bHo20 pazeumus. Tpunse ¢ 2016 2. [lnawn deticmeuil no ocyuecm-
eaenuto [logecmiu Ous 6 obaacmu ycmoiinugo2o pazeumus Ha nepuod 0o 2030 e., «Ipynna deaduamu» npunsna Ha ceos
0053amenbemea no 00CMUNCCHUIO 3A58AEHHbIX UeAe8bIX NoKazameneil, 6ciedcmeue 4eeo 03HUKAU HOble MpPebo6aHus K
nodomuemHocmy UHCMUMyma.

Ymo kacaemcs mep, komopwvle moeau vl 6 0ydyuwem nogvicums nodomuemuocms «Ipynnol deéaduamu» é ceeme
HOBbIX mpebosanull, céa3aHHbIX ¢ umniemenmayuei [losecmiu-2030, mo moxcHo paccmompems caedytoujue 8apuUanmei.
Jlns nogvluienus ypoeHs 0oeepust K mexanuzmam nooomuemuocmu «Ipynnot deadyamu» Heobxo0umo dams 0opoey He3a-
sucumoll oyerke. Jlns moeo ¥mobvL 3Mo CMano 803MONCHbIM, DesimenvHocms «Ipynnel deéadyamu» doaxcHa cmame bonee
npo3paunoil. JlocmueHyms 3moeo MONCHO HeCKOAbKUMU NYMAMU, HAnpumep, c030a8 nOCMOsHHbLI 6e0-catim, obecheuus
docmyn npedcmasumeneii 2paicoaHcKo20 o0uwecmea Ha 3ace0anus pabouux epynn, nyoauKys o0cyicoaemyro nogecmky,
npomMoKoAbL 3ace0anuil U noscHumenvHole 3anucku. Takoce jcenamensHo, 4moodsl camoomuemst Obiau 00abUE CHOKY-
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CUPOBAHLL HA ONUCAHUU OessMeNbHOCIU, HeXceal HA OUEHOUHbIX cyvicoenusx. /s obecneverus coenaco8anHocmu omye-
mog no deiicmeusm 6 coomeemcmesuu ¢ Ilosecmioii-2030 neo6xo0umo, ymoodsvt c600HbLI OMHUem NOAHOCHbIO 0X8AMblEAN
coomeememeyiougue deticmeus cmpan «Ipynnot dsaduamu» 6 MaKk HA3bIGAEMbIX CEKMOPAX YCMOUUUB020 PAZGUMUA 6
pamkax [lnana deiicmeuil «Ipynnot dsaduamu» (a maxace ¢ yuemom lambypeckoii akmyarusayuu 2017 e.). Bceobsem-
JAH0UUe Omuembl 0 COBMECMHbIX delicmeusx cmpan «Ipynnvl déaduyamu» mocym 00noaHUmMb Om4emsl, npedocmassemble
omdenvubimu cmpanamu o Opeanusavuuu Obsedunennvix Hayuil. Ecau npedocmasume aympuy-gopmamam, maxum
kak Dxcnepmuas deaduyamxa (T20), docmyn k Heobxo0umoil ungopmayuu, mo OHU MOSYM CbiePAMb 8ANCHYIO PONb 8
npedocmasneHuu HadexiCcHoil U 000CHOBAHHOU He3a8UCUMOLL oyeHKU desmeavhocmu «Ipynnol deaduamu». Dmo cmanem
BHAYUMENbHIM WAa2oM Ha nymu K ycneuwHoi umniemenmayuu Ilosecmiu-2030, komopas mpedyem coenaco8aHHocmu
deiicmeuil 00wecmea u AUy, NPUHUMAIOWUX peutenus. Jlarvreiuiee cogepuleHCmeo8anue yice UMeIOUUXCs 6HYMPEeHHUX
MEXAHU3MO8 NOOOMHEeMHOCMU He CMONCEm KOMNEHCUPOBAMb HedoCMamoK Ae2UmumMHOCMU, KOMOPbLi CESI3aH C IKCKAI0-
3UBHBIM Xapakmepom uaencmea é «Ipynne deadyamu». C dpyeoil cmopoHsl, obecneuenue «<ynopsadoHeHHo20, CO0AACO8AH-
HO20 U 3acayxcusaroue2o 0osepus» npoyecca nooomuemuocmu [ G20, 2016, p. 15] moxcem cmamo ka1o4evim 21eMeHMoM
6 peuteHu npodaemMbl He0OCMAamKa AeUMUMHOCU.
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Abstract

The Group of 20 (G20) broke onto the global scene shortly after the bankruptcy of the financial giant Lehman
Brothers. The international financial system was crumbling from within and traditional policy tools were
unable to stop the fall. The risks of global contagion were already being felt. Reflecting the emerging multipolar
order, in particular the rise of China, President George W. Bush convened an urgent summit of the heads of
state of the G20, a forum comprised by the main advanced and emerging economies, including the three largest
Latin American countries (Argentina, Brazil and Mexico). Since 1999, the group had operated as a technical
financial forum, but in November 2008 the first G20 leaders’ summit took place in Washington, DC. In the
decade that has passed since that first meeting, the leaders of the G20 have met a total of 12 times, and plan to
do so again in November 2018 in Buenos Aires under the annual (rotating) G20 presidency of Argentina. This
article explores the role and main contributions of the three Latin American economies in the G20 during the
last decade, focusing in particular on the continuities and ruptures in the regional agenda and priorities towards
the forum. With this goal in mind, the analysis begins with an overview of the metamorphosis of the G20 during
the period 2008—2018. Then, the specific — and changing — Latin American path is explored. The article
closes with a presentation of an alternative approach and agenda for the G20.

Key words: G20; agenda continuity; Latin America; Argentina; Mexico; Brazil

For citation: Nahon C. (2018) Latin America in the G20: Continuities and Ruptures of the Regional
Agenda (2008—2018). International Organisations Research Journal, vol. 13, no 4, pp. 39—54 (in English).
DOI: 10.17323/1996-7845-2018-04-02.

Introduction

The Group of 20 (G20) broke onto the global scene shortly after the bankruptcy of the
financial giant Lehman Brothers, which until then had been the fourth-largest invest-
ment bank in the United States with a 158-year long history. On 15 September 2008,
the world witnessed the unthinkable. The international financial system was crumbling
from within and traditional policy tools were unable to stop the fall. Since mid-2007,
the collapse of housing prices and the implosion of the subprime mortgage market bub-
ble had generated a wave of bankruptcies in the financial sector in the United States and

! The editorial board received the article in May 2018.
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Europe. In October 2008, both the TED spread indicator, which accounts for the level
of stress in the U.S. banking sector, and the Emerging Market Bond Index (EMBI)
Global spread index, which reflects the combined risk of 61 emerging markets, reached
their historic peaks [IMF, 2017]. The message was clear: the financial crisis was not
easing and the risks of global contagion were already being felt.

It was then that President George W. Bush, in the final months of his second
term, decided to convene a summit of the heads of state of the main global economies.
Reflecting the emerging multipolar order, in particular the rise of China, Bush issued
invitations to his peers among the G20. The exclusive Group of 7 (G7) at the table of
global governance — comprised of the main advanced economies — was thus expanded
to include the largest emerging economies as well.2 The G20 is comprised of nineteen
national economies, plus the European Union, that are considered “systemically im-
portant” and that together account for more than 80% of global product, 75% of inter-
national trade and 66% of world population. Since 1999, the group had operated as a
technical forum for financial coordination between finance ministers,’ but in Novem-
ber 2008 the first G20 leaders’ summit took place in Washington DC. The presidents
of the three largest Latin American economies — Argentina, Brazil and Mexico — par-
ticipated in this inaugural summit.

In the decade that has passed since that first meeting, the leaders of the G20 have
met a total of 12 times, and plan to do so again in November 2018 in Buenos Aires un-
der the annual (rotating) G20 presidency of Argentina. Previously, Mexico had hosted
the leaders’ summit in Los Cabos in 2012 and Brazil had served as the G20 coordinator
in 2008 during the transition from a ministerial forum to forum for heads of state. This
article explores the role and main contributions of the three Latin American econo-
mies in the G20 during the last decade, focusing in particular on the continuities and
ruptures in the regional agenda towards the forum. With this goal in mind, the analysis
begins with an overview of the metamorphosis of the G20 during its first decade. Then,
the specific Latin American path is explored. The article closes with a brief presenta-
tion of an alternative approach and agenda for the G20.

2 When the Emergency Economic Stabilization Act of 2008 was approved by the U.S. Senate, President
Bush explained the rationale of the intervention to the American public: “By coming together on this legisla-
tion, we have acted boldly to help prevent the crisis on Wall Street from becoming a crisis in communities across
our country. We have shown the world that the United States of America will stabilize our financial markets
and maintain a leading role in the global economy [...] As a strong supporter of free enterprise, I believe govern-
ment intervention should occur only when necessary. In this situation, action is clearly necessary” [The White
House, 2008]. As soon as he took office in January 2009, President Obama doubled-down on the stimulus
measures.

3 Among the leaders who called for a new Bretton Woods were then Prime Minister Gordon Brown and
then French President Nicolas Sarkozy.
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A Decade of G20: From the Crisis Committee
to the Committee Crisis

Crisis Committee (2008-2009)

During the summits in Washington (2008), London (2009) and Pittsburgh (2009),
the G20 functioned as a sort of “crisis committee;” leaders met to give the political
signal that they would adopt exceptional measures to stabilize financial markets, con-
tain the crisis and restore global growth. They promptly sealed a multilateral agree-
ment to stimulate the large economies in a coordinated manner. The United States led
this billion-dollar injection of resources through a combination of fiscal and monetary
policies. Successive rescue and stimulus packages raised the fiscal deficit of the U.S.
from 1.1% of gross domestic product (GDP) in 2007 to 9.8 % in 2009, while the Federal
Reserve cut its interest rate to historic levels and resorted to unconventional monetary
policy (quantitative easing) to increase market liquidity. The European Central Bank
also implemented expansive monetary policies and a majority of European Union
members announced countercyclical fiscal policies.

Along with this Keynesian spirit, in their first joint statement G20 leaders reaf-
firmed their “shared belief” in “market principles” and “open trade and investment re-
gimes,” and also committed themselves to “avoid protectionism” [G20 Leaders’ Dec-
laration, 2008]. In addition, the leaders of the G20 recognized the need to introduce
changes to the system: “we must lay the foundation for reform to help to ensure that a
global crisis, such as this one, does not happen again.” The truth is that the crisis was
not only a financial bankruptcy, but also an intellectual one: according to mainstream
economic theory — neoclassical economics — a crisis in the supposedly most perfect
financial market in the world was simply inconceivable. The Independent Evaluation
Office of the International Monetary Fund (IMF) recognized that the institution itself
“did not anticipate the crisis, its timing, or its magnitude, and, therefore, could not
have warned the membership” [IMEF, 2011, p. 5]. The disorientation was high: shortly
before the collapse of Lehman Brothers, the IMF authorities declared that the U.S.
economy had avoided a hard landing (June 2008) and that the risks of a financial tail
event had eased (July 2008).

In light of the failure of the institutions responsible for ensuring international fi-
nancial and monetary stability, calls for founding a “new Bretton Woods” proliferated
in the G20. But the impetus for transformation did not last long, and finally a more con-
servative perspective prevailed: the core of the reforms promoted by the G20 focused
on strengthening international financial regulation, supervision, monitoring and coor-
dination. Paradoxically, the IMF emerged from the crisis significantly strengthened.
First, because it was capitalized with $750 billion to expand its financial programmes,
which remained under the same orthodox conditionality framework. Second, thanks
to the leadership of the emerging countries, especially the BRICS grouping of Brazil,
Russia, India, China and South Africa, the G20 agreed at the Seoul summit (2010) to
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implement a reform of IMF governance (quota distribution and voting power) to re-
flect the larger weight of emerging countries in the global economy, which eventually
led to a more representative institution.*

Main Forum for International Economic Cooperation (2010-2015)

In 2009, the global economy experienced the most widespread and deepest eco-
nomic contraction in decades (—0.1%), dragged down by the collapse of the advanced
economies (—3.4%) [IMF, 2017]. The crisis quickly became known as the “Great
Recession.” But the demand stimulus programmes paid off, and in 2010 the devel-
oped economies recovered (3%) and the global economy returned to a path of positive
growth (5.4%). The G20 leaders met again in Toronto in 2010 and celebrated the results
achieved. At that summit they designated the G20 as the “premier forum for our inter-
national economic cooperation” and set the joint goal of achieving “strong, sustain-
able and balanced global growth.” Even though the most acute phase of the financial
implosion seemed to have passed, the crisis continued to hit hard on the real economy
and was reflected in the vertiginous rise of unemployment, especially in advanced (Eu-
ropean) countries and among young people. While emerging countries, and at some
point the United States, advocated for continuing with demand stimulus policies, Eu-
ropean countries — arguing the “lack of fiscal space” and the high debt levels in certain
economies — pushed for the retraction of Keynesian programmes in favour of so-called
“fiscal consolidation” (i.e., austerity and adjustment policies).

The decision by the G20 in 2010—2011 to reverse course and advocate for “fiscal
consolidation” (including a reduced social budget) and “structural reforms” (including
labour market deregulation), rather than continued support for recovery was a historic,
procyclical mistake that contributed to the prolonged recession in the European Union
and weak recovery elsewhere [ Nahon, Polaski, 2017]. A certain early and extemporary
complacency characterized the G20 communiqués, which celebrated several times the
end of the crisis only to find it again shortly after. Indeed, the epicentre of the crisis
moved from the United States to the eurozone, which fell into recession again in 2012
and experienced recurrent debt crises in the economies of the South European periph-
ery (at this time the derogatory acronym PIIGS was coined, in reference to the fragile
situations of Portugal, Ireland, Italy, Greece and Spain). Financial instability and the
employment crisis turned out to be very persistent in Europe as a consequence of the
early retraction of the stimulus programmes. By mid-2014, the fall in global demand
and the effects of the U.S. Federal Reserve’s quantitative easing program, together with
the end of the upward cycle for commodities, were also having a negative impact on
emerging countries, with lower Chinese growth rates and recessions in Brazil and Rus-
sia. However, even in this slowdown scenario, emerging countries — especially Asian

4 Although IMF governance reform was agreed by the G20 in 2010, its implementation was postponed
more than five years due to the delay in its approval by the United States Congress, whose legislative branch was
the last among the G20 countries to ratify it. Such confirmation from the United States was essential to achieve
85% of the required votes in the IMF.
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economies — remained the driving force of the global economy, more than doubling
the expansion rate of developed countries.’

As the crisis spread and its impact on labour and social issues deepened, the G20
also expanded its initial agenda to include issues such as employment, development,
migration, climate change, energy and, forcibly, terrorism. On the one hand, the forum
is weakened by the more general attacks on the multilateral system by the unilateral
positions of President Donald J. Trump. In this phase, technical working groups and
ministerial meetings proliferated. Meetings of G20 foreign ministers and ministers of
agriculture, labour, energy and trade were organized in addition to the regular meetings
(four to five a year) of the ministers of finance, central bank governors and sherpas.® In-
creasingly, the margins of the summits became populated with bilateral and plurilateral
meetings between the heads of state.

During the summits in Cannes (2011), St. Petersburg (2013) and, especially,
Antalya (2015), the concern about persistent unemployment, wage stagnation and ris-
ing inequality gained momentum in the G20 agenda. The dynamic of the global econ-
omy had become one of unequal, fragile and moderate growth (below pre-crisis le-
vels) which was clearly insufficient to revert labour market dynamics. The International
Labour Organization (ILO) had estimated the job deficit in the world at 200 million.
To make matters worse, the share of national income going to working people — the
labour share — had been falling for decades in almost all G20 countries, especially in
advanced countries, and the gap between workers’ productivity and wages had widened
[ILO, OECD, 2015]. The leaders then made calls for a more “inclusive” economy and
the G20 developed a set of active policy recommendations to reverse these trends [ G20,
2015]. However, these policies were ignored in practical terms by most G20 nations,
wasting the opportunity to address the rising backlash against globalization [Polaski,
2017]. This lack of timely and appropriate action ended up paving the way, particularly
in Europe and the United States, for the electoral triumphs of ultranationalist xeno-
phobic candidates and proposals.

Backlash Against Globalization and Committee Crisis (2016—-2018)

Just as the IMF did not anticipate the global crisis in 2008, the G20 did not fore-
see the 2016 anti-system electoral shockwaves on both sides of the North Atlantic. The
Brexit and, successively, the U.S., British, French, German and Italian elections have
revealed a massive rejection of the establishment.” The liberal international order based
on market principles and economic openness promoted by the G20 has been strongly

3> In the 2011-2016 period, the advanced economies averaged an expansion of 1.7% while the emerging
economies grew by an average of 5% [IMF, 2017].

¢ The sherpas are the direct representatives of the heads of state in the G20 and have the function of co-
ordinating the negotiations prior to the summits, ensuring consistency in the national positions of each country
and focusing in particular on the non-financial agenda of the forum.

7 The next paragraphs follow closely C. Nahén and S. Polaski [2017].
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questioned. A decade after the outbreak of the crisis, the committee set up to deal with
it itself went into crisis.

The G20 crisis is twofold. On the one hand, the forum is weakened by the more
general pressure on the multilateral system which is undermined on a daily basis by
the unilateral and threatening positions of President Donald J. Trump. In fact, at the
last G20 summit in Hamburg, consensus was not reached on a key issue for the first
time, and the final declaration ended up acknowledging the U.S. position on climate
change separately from the other countries. Instead of G20 it was G1 + G19. Since
then, American blows against the multilateral system have only escalated, as reflected
in the failed G7 summit in June 2018, during which the U.S. president openly insulted
the host, Prime Minister Justin Trudeau, and withdrew his country’s support for the
summit’s carefully negotiated official communiqué. The U.S. unilateral imposition
of 25% and 10% tariffs on steel and aluminum imports respectively also discredited
the G20, which had been addressing the global steel oversupply through multilateral
negotiations. Most recently, the U.S. imposition of duties on Chinese good valued at
$34 billion — openly violating World Trade Organization (WTO) rules — officially trig-
gered the “largest trade war in economic history to date” involving the two major world
economies and several G20 members which are already taking retaliatory measures.

But while Trump’s statements and decisions are the most visible aspect of the cri-
sis, the root cause of the tension is deeper: the G20’s own principles and policy recom-
mendations are being challenged by the recent anti-system revolts in developed coun-
tries. Globalization and financialization have always had winners and losers, but the
accumulation of losers has mounted over the last decades, in some cases dramatically.
According to Oxfam [2018], 82% of the wealth generated in 2017 went to the richest
1% of the world’s population, while the 3,700 million people who make up the poorest
half of the world did not see an increase in their wealth. While the winners of globaliza-
tion were promoting their recipes around the world, the losers were invisibilized and
silenced. Over the last decade, the G20’s agenda has been excessively influenced by
the big financial institutions and multinational corporations. In the case of the United
States, J. Stiglitz [2017] put it bluntly: “it was [a trade]| agenda written by, and for, large
multinational companies, at the expense of workers and ordinary citizens everywhere.”

In this context, as the 2017 host country, Germany proposed to address “the fears
and challenges associated with globalization,” recognizing the need to offer a response
to the ongoing backlash. However, the leaders’ response at Hamburg was purely cos-
metic, because the forum’s policy orientation has not changed. It has been certainly
positive that the group expressed with more emphasis the need for “inclusive” growth
(this word appeared 15 times in the Hamburg declaration), that acknowledges rising
inequality and that recognizes that “the benefits of globalization have not been shared
enough.” But these very commendable statements have not translated into consistent
policies that favour a better distribution of income and wealth. In fact, in many G20
countries, as in Latin America, the current economic policies are significantly aggra-
vating poverty and inequality. Beyond rhetoric, and despite recent conflicts among
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members, the heart of the G20 is still dominated by the old policies of liberalization,
deregulation and fiscal consolidation that lie behind the globalization backlash.

The Trajectory of Latin America in the G20:
Continuities and Ruptures

Throughout this decade, the role and agenda of the Latin American countries in the
G20 has also been transformed. In a stylized manner, there are two distinct periods
according to the political orientation of the governments of the region: a first phase,
2008—2015, marked by a majority of progressive and left-leaning governments, and a
second phase, since 2016, corresponding to the return of conservative and right-leaning
governments.®

From Regional Integration to Competitive Fragmentation

Both phases have in common the challenge to design and promote a common
agenda at the G20 including the priorities of all three Latin American G20 members
and, more generally, reflecting the interests of the entire region. However, there are
striking differences in the dynamics of regional cooperation in the G20 between the
two periods analyzed.

Between 2008 and 2015, Argentina and Brazil acted in the G20 as strategic al-
lies, anticipating priorities, coordinating positions and amplifying their weight as Latin
American voices. This was not by chance, but rather reflected the political decision
of both countries to position regional integration as the pillar of their foreign policy.
Indeed, during this period, key Latin American integration mechanisms were strength-
ened — like the MERCOSUR (South American Common Market) — and new bodies
were founded — like the UNASUR (Union of South American Nations) created in
2004 and the CELAC (Community of Latin American and Caribbean States) founded
in 2010 — and progress was being made at all levels of the G20. Argentina and Brazil
formalized their G20 cooperation with the creation of a high-level bilateral committee
that met and consulted regularly across the G20’s agenda. However, this mechanism
did not include Mexico. This was not due to lack of dialogue or camaraderie among
the three countries, but rather a consequence of Mexico’s strategic decision to align
its positions in international economic and financial forums with the United States,
its powerful northern neighbour and its main trading partner. Hence, the articulation
with Mexico was more occasional and limited to specific issues of common interest.
Notwithstanding this, the three Latin American countries participated actively in the
informal coordination mechanism for emerging economies which met regularly after

8 The first phase includes the governments of Cristina Kirchner in Argentina, first Lula da Silva and then
Dilma Rousseff in Brazil, and Felipe Calder6n and then Enrique Pefia Nieto in Mexico. The second phase
corresponds to the governments of Mauricio Macri, Michel Temer (who came to the presidency through an
institutional coup in August 2016) and Enrique Pena Nieto, respectively.
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2010 to anticipate and articulate positions among the sherpas of certain emerging coun-
tries, including China, India, Indonesia, Russia and South Africa.

What is the situation today regarding Latin American coordination towards the
G20? When inaugurating the Argentine G20 presidency on 1 December 2017, Presi-
dent Mauricio Macri stated: “We want to be the expression of an entire region, not
only of our country” [2017]. This supposedly Latin American inclination was succes-
sively reiterated by high-level government officials, as well as by various analysts who
advocate, rightfully, for the promotion of a Latin American agenda within the forum.
However, it is not difficult to recognize that the president’s wishful expressions are
dissociated from his foreign policy. Since coming to power, the host of the next G20
summit has actively contributed to emptying the UNASUR, did not participate in any
CELAC leaders’ summit and has engaged with the MERCOSUR only as a platform to
negotiate a free trade agreement with the European Union, the region that, together
with the United States, is the beacon for Argentine foreign policy. Hence, the G20
presidency lands in Argentina at a moment of particularly weak regional integration
and coordination, marked by fragmentation, competition and individual foreign policy
strategies across the region. This dynamic is also reflected in integration schemes that
are partial (Alliance of the Pacific, ALBA), ad-hoc (Group of Lima) or increasingly
irrelevant (Summit of the Americas, Organization of American States).

Two decisions taken by Argentina during its G20 presidency also confirm its weak
regional orientation. First, surprisingly, the date chosen for the Buenos Aires sum-
mit (30 November—1 December 2018) coincides with the presidential inauguration
in Mexico, which has occurred every six years on 1 December since 1934. This con-
flict will significantly limit the participation of the Mexican president at the Buenos
Aires summit. Second, Argentina decided to invite Chile and the Netherlands as guest
countries, which contrasts with the Mexican invitation to two Latin American partners
in 2012 (Chile and Colombia).” Rightfully, Argentina has also invited the Caribbean
Community to participate, which will be represented by Jamaica.

From “Rule-Changer” to “Rule-Taker”

Perhaps the most significant change between both phases is the turn, especially
by Argentina and Brazil, away from a markedly critical and transformative position
regarding the unfair rules of the international financial and trade system (“rule-chang-
er”) toward the passive acceptance of, and subordination to, those rules (“rule-taker”).

Between 2008 and 2015, the countries of the Southern Cone promoted, through
flexible coalitions with other blocs and/or G20 nations, a number of reforms of the
global status quo."® Since the Washington summit, and as a reflection of their own his-

° The invitation to the Netherlands at the expense of another Latin American country is hard to justify,
particularly considering that the G20 already has over-representation of European countries (five countries plus
the European Union).

10°As L. Schweitzer [2016] points out, while Brazil adopted a more moderate position on this issue,
Argentina opted for a stronger stance.
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tories, Argentina and Brazil advocated for countercyclical policies to face the Great
Recession, a position also shared by the BRICS, with whom Brazil developed a grow-
ing level of coordination. Brazil, supported by Argentina, was also active in pushing
for IMF governance reform. Latin American leaders were pioneers in advocating for
the G20 to address international tax evasion and avoidance, calling for international
cooperation to combat tax havens."! The G20 committed to take action against tax ha-
vens for the first time at the London summit (2009), a push that eventually led to the
adoption of the Organisation for Economic Co-operation and Development (OECD)
BEPS (Base erosion and profit shifting) framework.

Another contribution from Argentina and Brazil questioning the stafus quo was
their firm rejection in 2009 of “labour flexibilization” as a valid policy recommen-
dation by the G20, calling instead for an early warning regarding the severe impact
of the crisis on unemployment. This defensive position regarding labour issues was
further enhanced by an offensive strategy to promote labour protection policies and
social inclusion in the G20. Several results were achieved in this context, including the
proposal to incorporate the ILO as a G20 partner on an equal footing with the IMF,
the permanent quest to give voice to workers and labour unions — including the In-
ternational Trade Union Confederation — in the G20, and the creation of a subgroup
in 2015, co-chaired by Argentina and France, to analyze the role of inequality and in-
come distribution as obstacles to sustainable growth."””? Both Argentina and Brazil also
called firmly, together with other emerging countries, for the successful conclusion of
the WTO Doha round according to its original development mandate and under the
principle of “single undertaking.” They also advocated for a truly balanced and fair
multilateral trading system, guaranteeing developing countries their legitimate policy
space for national development.

Finally, the issue of sovereign debt sustainability was raised early in the G20 by
Argentina, with Brazilian support. Despite the persistent growth of debt-to-GDP ratios
in the majority of G20 countries (especially the European ones), or perhaps precisely
because of this, the issue faced notable resistance in the group, and it only entered the
G20 at a relevant level at the St. Petersburg summit (2013) when leaders established that
“events in recent years have shown the importance of debt sustainability for all.” A year
later, at the Brisbane summit (2014), after Argentina lost its emblematic debt case in the
U.S. judicial system — which ruled in favour of highly aggressive holdouts — the G20
recognized “the challenges litigation poses” to the orderliness and predictability of the
sovereign debt restructuring process and welcomed international work on strengthened
collective action and pari passu clauses. It was a great diplomatic accomplishment for
Argentina, which faced significant opposition from some G20 members, but which had
the invaluable initial support of Brazil, Mexico, France, Australia, Russia and China.
One year later, at the Antalya summit (2015), the relevance of the topic to the interna-

" According to the Economic Commission for Latin America and the Caribbean (ECLAC), total evasion
implies a loss of public resources equivalent to 6.7% of GDP in Latin America [CEPAL, 2017].

12 This work led to the document “G20 Policy Priorities on Labor Income Share and Inequalities” which
was incorporated as an Annex to the 2015 Leaders’ Declaration.
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tional financial agenda was reaffirmed with a call for the IMF to continue encouraging
the inclusion of such “anti-vulture” clauses in international sovereign bonds."

Towards the Buenos Aires Summit

In contrast to their earlier stance, since 2016 Latin American leaders have posi-
tioned themselves in the G20 as mere “rule-takers” within the international financial
and trade system, taking the view that it is convenient to accept things as they are instead
of questioning or seeking to transform those international rules that are unfair or unfa-
vourable to their strategic interests. The conception that lies behind Argentina’s current
foreign policy, crystallized in the relationship between Buenos Aires and Washington,
is that “by making concessions to the powerful one’s own interests are safeguarded”
[Tokatlian, 2018]. In fact, it is paradoxical that Argentina assumes the presidency of
the G20, which supposedly offers an opportunity to make its own contributions to the
forum, precisely at a moment of particular weakness of this autonomous, national and
Latin American vision. Latin American G20 countries, extremely fragmented, do not
have a common agenda of their own to advance in the forum.

Clearly, Mauricio Macri imagined a very different international scenario (before
Brexit and Trump) within which his country would head the G20: he aspired to preside
over a Buenos Aires summit that would unanimously celebrate the liberal international
order. Instead, today the Argentine presidency is forced to maneuver in a complex sce-
nario marked by the crisis of multilateralism and the escalating disputes among G20
members (China, Mexico, Canada, the EU and Russia have already taken retaliatory
trade measures against the U.S. for its unilateral imposition of border tariffs).

Against this background, the Argentine government has opted for a two-sided
strategy. In its discourse, the Argentine G20 presidency puts forth a narrative of noble
intentions, ambitious promises and politically correct phrases regarding its agenda and
goals for the G20, pledging to “lead the G20 with the needs of the people in the fore-
front,” “build consensus for an equitable and sustainable development,” and direct a
“G20 that contributes to the world and humanity.” Conversely, on the substantive is-
sues the Argentine presidency has proposed an agenda that is deliberately conservative,
weak and with priorities that circumvent the most controversial — and most impor-
tant — issues such as trade and climate change in order to satisfy the U.S. and ensure
President Trump’s participation.

Along this line, the three priorities proposed by Argentina for the G20 in 2018 are:
“the future of work,” “infrastructure for development” and “a sustainable food future.”
Beyond the bold titles, it is key to examine the content of the policies that are promoted
in these priority areas. It would be harmful, for example, if the discussion on the role
of new technologies and the future of employment was a Trojan horse to deliver la-
bour deregulation and reduced employment protection, in line with the reform recently
approved in Brazil and which the Argentine government intends to emulate at home.

13 For a detailed review of the Argentine debt case and the G20, please see Lépez and Nahon [2017].
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Employment issues should not be addressed solely from a supply-side perspective (via
training and education) at the risk of underestimating the role of demand-driven poli-
cies. In terms of infrastructure, the main topic seems to be the promotion and support
of public-private partnerships (PPPs), a scheme cherished by the Macri government
but which, under certain designs, could imply covert and dangerous mechanisms of
indebtedness and/or privatization [Soler, 2018], as recently argued by 152 organiza-
tions from 45 countries in a public manifesto [Eurodad, 2017]. Finally, the theme of
food security is well known in the G20 (it was one of Mexico’s priorities in 2012) and
the novelty this year relies on facilitating partnerships with the private sector within the
general corporate approach of the Argentine presidency.

An Alternative Agenda for the G20

A decade after the first leaders’ summit in Washington, the G20 arrives in South
America weakened, questioned and fractured. Weakened, because the unilateral and
threatening positions of U.S. President Donald Trump devalue daily the relevance and
influence of the multilateral system built over the last seven decades. Questioned, be-
cause the anti-system electoral shockwaves on both sides of the North Atlantic have
laid bare the strong rejection of the establishment and the principles of free markets
and economic openness that have endured until now at the core of the G20. Fractured,
because the escalating trade war openly antagonizes G20 members, eroding one of the
main foundational commitments of the group (i.e., the standstill commitment to avoid
protectionist measures).

In this critical moment, the role of leading the G20 far exceeds the capacity of the
Argentine government, which remains trapped in its own downward economic spiral
and whose inability to lead the group has already added uncertainty to a highly complex
situation. Even Angela Merkel, chancellor of the fourth-largest economy in the world
and the only leader of the G20 who has participated in all 12 summits of the forum, had
a hard time leading the G20 to consensus during the German presidency.

Against this backdrop, prospects for the upcoming Buenos Aires summit are troub-
ling. If most of the leaders insist on holding irreconcilable positions — some pushing
against the previous status quo and Trump reaffirming his unilateral approach — the next
G20 summit could end up in a new face-to-face confrontation, in tune with the failed G7
summit in Quebec. The Argentine host, faced with this prospect, has tried to minimize
the controversial — but necessary — issues that confront members, to avoid in-depth dis-
cussions on the ongoing backlash against globalization and to promote progress on the
(few) remaining areas of consensus. If it works, this conservative strategy could save the
G20 facade, comply with the traditional family photo and even produce a leaders’ decla-
ration — as was the case in Hamburg last year — but it would be at the expense of the real
weight and substance of the group, which will continue to lose significance.

To recover influence as the premier leaders’ forum and serve ambitious goals re-
garding inclusive and sustainable growth, instead of insisting on the status quo the G20
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urgently requires a change of direction, an alternative paradigm that places sustainable
development at the centre of its agenda. What would an alternative agenda consist of?
A G20 focused on sustainable development would require the crafting of a new approach
to multilateralism that directly serves people and national interests, recognizing that
this would involve greater policy autonomy to design and implement inclusive domestic
policies [Judis, 2017]. Failed policies of liberalization and “fiscal consolidation” should
be abandoned in favour of policies that prioritize income and wealth redistribution, in-
vestment in infrastructure, industrial policy and scientific-technological development.
It would also be necessary to reverse the current trend toward labour deregulation in
favour of sensible regulations that restore workers’ rights to organize and bargain, that
guarantee decent employment and adequate minimum wages, and that reinforce social
insurance systems. Recent research by the Economic Commission for Latin America and
the Caribbean (ECLAC), the ILO and the IMF show that a better distribution of income
makes growth more sustainable, as well as more fair.

For this approach to succeed, it is essential to build an adequate international finan-
cial architecture, so that cross-border capital flows are less volatile and destabilizing and
serve to strengthen financing for development. Multilateral mechanisms that allow states
to deal with sovereign debt in an orderly and fair manner should also be included in global
financial agreements. In turn, the mantra of free trade should be replaced by trade poli-
cies that allow for the productive integration and complementation of national spaces,
in keeping with the view that open trade and finance are not ends in themselves but are
rather means for larger economic and social goals [Judis, 2017]. Of course, a fundamental
issue for development is to recover state capacity and resources, for which it is imperative
to give maximum importance to the fight against tax havens and international tax evasion
and avoidance at both the domestic and international levels.

In short, the current multilateral crisis also offers an unforeseen historic opportu-
nity: the chance to rebuild international cooperation with a focus on sustainable devel-
opment, on the values of solidarity, democracy and equality among peoples. The G20
could choose to live up to this challenge and lead the way ahead. Time’s up!
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«Ipynna deaduyamu» noseunace Ha 2100aNbHOL apeHe 8ckope nocie OAHKPOMCmMEa (PUHAHCOB8020 eueaHma — OaHKa
Lehman Brothers, do moeo momenma uemeepmoeo no eeauxure uneecmuyuortozo oarnka ¢ CIIA, 6anka co 158-remmuei
ucmopueit. 15 cenmsops 2008 e. cayuunoce HegooOpaszumoe. Mexcoynapoouas guHnancosas cucmema nowamHyIacs, a
MPaoduyUOHHble UHCMPYMEHMbL ROAUMUKU OKA3AAUCH He 8 COCMOSHUU 0CMAaHosums 3mo hadenue. Hauaswuiics ¢ ce-
pedunvt 2007 2. pe3kuil chad yeH Ha JHCUAbe U «CXA0NbIBAHUE» PbIHKA CYOCMaHOapmHoll unomexu npugelu K 60aHe OaH-
Kkpomcme 6 punancosom cekmope 6 CIIA u cmpanax Eeponsi. B okmsbpe 2008 e. u unouxamop cnped «mu-H-ou» (“TED
spread” indicator)?, nokasviearowuii yposenv cmpecca 6 6ankosckom cexkmope CIIA, u «enobanvhwlii unoexc obaueayuil
passusarowuxcs cmpan» (“EMBI Global spread” index), nokazviearouuii yposens pucka oas 61 cmparut ¢ hepexo0uoil
3KOHOMUKOIL, docmueau cgoux ucmopuueckux maxcumymos [IMF, 2017]. Dmo o3nauano, umo ¢hunancoswlii kKpusuc He
ocnab, a, Hanpomue, cman pacnPpoCMpPaHsamsvCs Ho 8cemy Mupy.

HUmenno 6 mom momenm npesudenm CIIA Jucopoxc Byw-maaduiuii, 6mopoil npe3udeHmcKuil cpoK Komopozo
n00X00UN K KOHUY, peutnl COOpamo Cammum 21ae 20Cy0apcme u npasumenscie KA4eablx IKOHOMUK mupa. Beioop cmpan
0bL1 00YCN081€H MEHOCHUUSAMU POPMUPOBAHUS MHOLOCMOPOHHE20 MUPOROPAOKA, 8 MOM vucie 6o3gbiuieHuem Kumas. Ta-
KUM 00pazom, «eaacmumenu 2100a1bH020 ynpagaeHus» — Kkay0 «Ipynnvl cemu», 00seunsowuil Haubonee pazeumoie
IKOHOMUKU, Obla ONOAHEH KPYNHeUuUuMU pa3eusarnuumucs cmpanamu’. «/leadyamia», obsedunugwas 19 cmpan u
Esponeiickuii coto3, paccmampueanace KaK «CUCMeMHO 3HAYUMbLI UHCMUMYM», HA 00410 KOMOPO2O Npuxooumcs bosee
80% enobanvroeo npouszsodcmea, 75% — mexncoyHapoodroil mopeoeau u 66% — mupogoeo Hacenenus. C 1999 e. epynna
delicmeosana Kak mexnuveckuil (popym oas KOOPOUHAUUU MUHUCIMPOS (UHAHCO8 CIMPAaH-Y4acmHuux’, 00naKo é Hosope
2008 e. cocmosincs nepgulii cammum audepos G20 6 Bawunemone. B unayeypayuonnom cammume npuHsiu yuacmue end-
8bl Mpex KPynHeuuux 1amuHoamepUKanckux IK0HoMuK — Apeenmunsl, bpazuauu u Mexcuku.

3a decamunemue, npoweduiee ¢ cammuma ¢ Bawunemone, audepvr cmpan — y4acmuuy «08adyamku» ecmpe-
muauce 6 obweil croxchocmu 12 pas. Tpunaduamoiii cammum cocmoumcs 6 Hosiope 2018 e. 6 Bysnoc-Aiipece 6 xode
npedcedamenvcmea Apeenmunnt. Jlo smoeo cammum audepos G20 npunumana Mekcuka (¢ Jloc-Kaboce), a bpazunus
gbicmynana 8 Kkavecmee Koopounamopa «deadyamku» 6 2008 e. 6 xode nepexoda om ¢hopmama ecmpeu MUHUCIPOB K
dopmamy ecmpeu audepos.

B dannoii cmamove uccaedyemcesi poab U OCHOGHOU 8KAAO mpex AAMUHOAMEPUKAHCKUX CIPAH 6 0esmeabHOCMb
«Ipynnot dsaduamu» 3a nocrednee decsmunemue. A6mop, 6 HacmHocmu, NOCMApPANCs NPOAHANUSUPOBAN NPEEMCGEH -
HoCcmb U HOBble membl 8 nosecmie G20, 00ycr061eHHble peUOHANbHbIMU npuopumemamu. B nauase cmamou npedcmas-
J1eH 0030p usmenenull, npoucxoousuiux ¢ G20 na npomscenuu nepeoeo decsmunemus ee pabomol. 3amem uccaedyemes

! Crarbsg noctynuia B peaakinio B Mae 2018 1.

2 PazHuiia MeXIIy CTaBKOIi 1o KazHaueiickuM Bekcelisim CIIIA u craBkoii 1o eBponosutapam (ITprmeu.
mnep.).

3 «[pynmna aBaauatu» OObEeAMHSIET CTpaHbl — WieHbl «[pymibl cemu» (BenukoGpuranus, [epmanus,
Wramua, Kanaga, CIUA, ®panuns, Anonus) + EBporeiickuii coro3, ABCTpaanio U psifi CTpaH ¢ Mepexo-
HOIT BKOHOMUKOI: ApreHTuHy, bpasuiuio, Unauio, Munonesuto, Kurait, Mekcuky, Pecriyonuky Kopest,
Poccuto, Caynosckyio Apasuto, Typumio u KOAP. Vcrianust siBnsieTcsl MOCTOSTHHOM TIPUTIANIEHHOM cTpa-
Holi. Takxke eXeroqHo cTpaHa-npenceaareb BHIOMPAeT Ipyrue MpurialieHHble CTPaHbl B COOTBETCTBUU CO
CBOMMM PETMOHAIbHBIMU MIPUOPUTETAMMU.

4 TTepBast BcTpeua «Ipymibl ABaaLaTh» cocrosuiack B bepnute B 1999 1. Mo MHULIMATMBE MUHUCTpA
¢unancoB CILIA Jlappu Cammepca u muHuctpa punHancoB Kananpel [Toma MapTuHa, KOoTopble 0TOOpa-
JIV Y9aCTHUKOB, UCXOMSI U3 MX 3HAUMMOCTH TSI MUPOBOW SKOHOMUKU, a TaKXKe CTPEeMJIeHUSI 00ecTeYynuTh
ornpe/eseHHbII pernoHalbHbII OanaHc, 4To, 6€3YCIOBHO, HE MOIJIO UCKJTIOUUTD OMPEAeIeHHOTO CAaMOBOJUS
[Kharas and Lombardi, 2012].
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6KAA0 NAMUHOAMEPUKAHCKUX CIMPAH 8 pabomy 0aHHO20 UHCIUNYMA. 3aéepuiaemcs cmambus Kpamkum npeocmasienuem
anbmepHamu8Ho20 N00xXo0a u No8ecmkuU 05 «08a0UaAMKU».
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Abstract

This article examines the phenomenon of the BRICS grouping of Brazil, Russia, India, China and South Africa
from the perspective of several theories of international relations; in particular, power transition theory, soft
power and peaceful coexistence concepts, the theory of “global regionalism” and status theories are reviewed.
Each explains both the BRICS phenomenon and the role of this integration association in the present-day
international relations system. It is concluded that, depending on research objectives and the way it is applied,
each theory — despite limitations — has explanatory power. Together they create an interdisciplinary basis for
studying complex phenomena such as the BRICS.

A number of modern theories hold that, along with the pursuit of purely material and pragmatic interests,
the BRICS countries actively use this integration association to strengthen their positions in the world arena
and elevate their international status.

1t is also concluded that the BRICS succeeded in creating an image of an alternative model of world
order based on the principles of cooperation, mutual respect and balance of interests, rather than mandate,
discrimination and hierarchy. It is premature to make a statement that a principally new type of interstate
relations or an international institution has been created within the BRICS framework. At the same time, it
is also certain that some positive experience has already been accumulated in the framework of this forum,
and that this association offers good prospects for the future. For this reason it is of considerable interest for
international relations theory.
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Introduction

Since its inception, the BRICS grouping of Brazil, Russia, India, China and South Africa
has attracted the attention of the academic community. Despite its relatively young age, the
BRICS already has quite a rich historiography in which several kinds of work can be distin-
guished. A number of contributions are devoted to the history of the emergence and forma-
tion of the BRICS [Korshunov, 2013; Toloraya, 2011 and 2014; Lukyanov, 2011; Nadkarni,
Noonan, 2013; Simha, 2013; Wolfe, 2008]. In particular, researchers were interested in the
motives of the parties when they joined the association. This type of research was character-
istic of the early stage in the study of this phenomenon.

The most common type of research on the BRICS is by economists devoted to the
study of the economic potential of individual BRICS countries, their impact on global
economic and financial processes, and their cooperation with each other in the fields of
economics, trade, finance, environmental protection and so on [Toloraya, Yurtaev, Ajdrus,
2016; Leksyutina, 2017; Glinkin, 2014; Toloraya, 2014; Toloraya, Chukov, 2016; Nadkar-
ni, Noonan, 2013]. In particular, a wide range of studies covers the ability of the BRICS
countries to attract foreign direct investment as one of the reasons for their dynamic de-
velopment. Economists also focus on the comparison of the aggregate economic power of
the Group of 7 (G7) and the BRICS group, and on the correlation of these two informal
groups [Korshunov, 2013; Okuneva, 2012; Panova, 2013; Kuzmin, 2013].

A relatively small amount of research is devoted to the development and prospects of
the BRICS as a special mechanism of interstate cooperation (including its ability to stim-
ulate changes in the system of global economic governance) [Toloraya, Yurtaev, Ajdrus,
2016; Leksyutina, 2016; Leksyutina, 2017; Glinkin, 2014; Okuneva, 2012; Toloraya, 2011;
Toloraya, 2014; Toloraya, Chukov, 2016; BRICS: New Configurations of Global Power,
2015; Fulquet, 2015].

Research that attempts to interpret the BRICS theoretically as the germ of an alterna-
tive economic and political world order is even less common [Konyshev, Nocen, Sergunin,
2017; The BRICS and Coexistence, 2015; Fulquet, 2015; Stuenkel, 2014a; Stuenkel, 2014b].

Importantly, the BRICS phenomenon requires not only applied analysis, but also
theoretical comprehension. Theoretical reflection helps to avoid the known limitation of a
purely empirical explanation of the nature, mechanisms and perspectives of the evolution of
the BRICS. Is what arises before our eyes another institution of interstate cooperation which
fits into a number of already existing structures, or is it a fundamentally different model of
relations that can seriously change the trends of world politics? What drives the policies of
the BRICS countries? Can the BRICS group become an alternative to the domination of
the western powers, which is formalized in the present system of international institutions
and unions? Will this institution provide fundamentally new conditions which may lead to
the development of international cooperation as opposed to continued power politics? Can
the BRICS be considered a new mechanism of global governance, or is it nothing more than
a temporary intergovernmental arrangement?

Without pretending to answer all of these questions, this article examines how the
main international relations theories (IRTs) interpret the BRICS phenomenon. The task is
not only to determine the advantages and disadvantages of these theories, but also to evalu-
ate their heuristic potential for studying such a complex phenomenon as the BRICS.
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This study starts with the assumption that the BRICS is a promising integration associa-
tion which so far has no formalized institutional or organizational nature and which is there-
fore best understood as an interstate discussion forum rather than a full-fledged international
organization. However, the BRICS has every chance of becoming an influential institution of
global governance, operating according to rules different from those adopted in organizations
controlled by the most developed countries of the world.

It is this dynamic and multidimensional nature of the BRICS that creates particular
difficulties for various IRTs trying to explain and predict the further development of this
association. Of the many theories involved in the study of international institutions, this
article examines those that, on the one hand, are the most influential in the framework of
their respective IRT paradigms and, on the other, represent the most interesting conceptual
interpretations of the BRICS.

Power Transition Theory

Among western experts, the power transition theory (PTT) first proposed by A. Organski is
the most popular approach [Organski, 1958]. PTT developed within the framework of the
neorealist paradigm and is based on the assumption that changes in the balance of power in
world politics happen all the time. This theory considers conflicts and wars to be the results
of the growing influence of states competing with the dominant powers. In this regard, all
states are divided into two groups: those which support the status quo and “revisionists.”
Powerful and influential states, such as the United States, enjoy the advantages of the es-
tablished world order and fall into the status quo category, while states dissatisfied with
their place and role in international relations are considered revisionists. They favour radi-
cal changes in the existing international order. And here, Russia and China are the primary
focus of attention.

According to PTT, present-day Russia is a typical revisionist state. Experts from the
Heritage Foundation, a conservative American think tank, see in this regard several prob-
lems that Russia creates for the United States and its allies. In their opinion, the Putin
regime is challenging democratic values, as manifested in a combination of disrespect for
citizens’ political, civil and economic rights and a weak economy. The restoration of Russia’
s military power and its political and diplomatic influence creates a strategic challenge to
the West and its allies. In particular, the threat to U.S.-friendly countries — Ukraine, Geor-
gia, Poland, the Baltic States, Finland and Sweden — is growing. The problem is amplified
by Russia’s cooperation with “rogue states,” including Syria, Iran and North Korea [Cara-
fano, 2015]. Similar evaluations are made of the policies of the People’ s Republic of China
(PRC) [Cheng, 2016].

If revisionists are considered to be a source of destabilization in the world order, and
in this sense if their role is associated with negative consequences, then the actions of the
dominant (status quo) states are considered positive because they perform protective sys-
tem functions. Therefore, cases such as the military intervention by the North Atlantic
Treaty Organization (NATO) in Kosovo and the actual division of Yugoslavia, U.S., Euro-
pean and global missile defense projects, NATO’ s expansion to the east, sponsorship of the
“colour revolutions™ in the post-Soviet space, military assistance to Taiwan from the U.S.,
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and Washington’ s demonstrative pursuance of the free navigation principle in the South
China Sea are not considered to pose a threat to Russia or the PRC [Carafano, 2015, p. 3].

Among PTT proponents, the sources of revisionist behaviour are evaluated differ-
ently. More moderate experts believe that sources of such behaviour lie in Russia’s and the
PRC s failure to build democracy domestically, which prevents them from fully integrating
into the international economy and institutions of global governance [Granholm, Malm-
inen, Persson, 2014, pp. 10, 26—9]. A more radical point of view is that, due to Russia’s and
China’ s historical peculiarities, they are fundamentally unable to integrate with the West
[Carafano, 2015, p. 3].

It is not incidental that the policies of individual BRICS countries are assessed differ-
ently. One group of experts sees the BRICS as an instrument allowing some of its members
to secure their great power status and counterbalance western institutions at the regional
and global levels. However, the majority of the expert community sees the PRC s and
Russia’ s roles differently: while China is viewed as a rising power, Russia is seen as being
in crisis due to economic problems. To respond to these challenges different variants of
containment policy are suggested.

However, not all power transition theorists see Russia and China as revisionist powers.
Some take the view that even Putin’ s Ukraine policy can be seen as a status quo strategy
that aims to secure Russia’ s influence in the post-Soviet space and counterbalance NATO’
s eastward expansion [Charap, Shapiro, 2014; Kuhn, 2015]. A similar evaluation can be
made at the global level regarding the skepticism of the PRC and Russia regarding United
Nations (UN) reform. However, other BRICS participants (Brazil and India), on the con-
trary, express their interest in reform in the hope that their status will be elevated in the UN
security council.

“Status quo” proponents believe that the problem is that BRICS countries were not
integrated on an equal footing into the international security system which has gradu-
ally emerged in the post-Cold War era. The West crossed some “red lines” which were
established by Russia in the post-Soviet space. For example, the August 2008 Russian-
Georgian armed conflict was a clear manifestation of such western policy. The Ukrainian
crisis, which started in 2014 and continues to this date, is another example. When the Kiev
authorities who came into power after the removal of the Yanukovich regime openly stated
their intention to join the European Union (EU) and NATO, Moscow reintegrated Crimea
into Russia and supported pro-Russian rebels in the Donbass.

In this expert group’ s opinion, Russia’ s policy is determined not only by its geopoliti-
cal but also by its geoeconomic interests related to the competition of Moscow’ s integra-
tion project in the post-Soviet space with Euro-integration plans such as the EU’ s Eastern
Partnership programme [Collins, 2015, p. 3; Sergunin, 2013]. Proponents of this point of
view believe that it is better to cooperate rather than confront Russia. The same approach
is suggested with regard to China.

Despite a number of advantages, PTT also has many disadvantages. This theory was
more applicable to the period of the Cold War, when two superpowers were interested in
maintaining the status quo because of the threat of mutual destruction in the event of war.
The present-day international relations system, including its structure, is still in its forma-
tive phase. In this context, PTT can explain little about the behaviours of the BRICS states.
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PTT does not take into account the existence of a third type of state — the reformist
state which does not fully agree with the world structure, but prefers not to radically change
the “rules of the game.” Instead, it tries to adapt them to the changed conditions in order
to make them more fair and comfortable for all participants of international relations. Quite
often, these states do not act as revisionists, but rather as supporters of the status quo by
demanding that the previously established rules of the game and international legal norms
are observed. For example, the BRICS countries firmly oppose any attempts to revise the
UN Charter regarding the use of military force and the principles of inviolability of state
sovereignty and noninterference in the internal affairs of sovereign states (as opposed to the
western doctrine of “humanitarian intervention”) [Konyshev, Kubyshkin, Sergunin, 2015;
Sergunin, 2010].

Atthe same time, the BRICS participants are unhappy with the current order of things,
in which a small group of highly developed countries dominate and try to dictate rules to the
rest of the world. The BRICS countries would like to change the existing world order, but
in an evolutionary rather than radical (revolutionary) way, which justifies considering them
reformist rather than revisionist powers [Hansen, Sergunin, 2015]. The BRICS countries
are also striving to cultivate an image of themselves not as spoilers or revisionists, but as re-
formers of the existing unfair international relations system. They are trying to create alter-
native financial institutions that would help prevent a new global financial and economic
crisis [Mikhailenko, 2016; The Moscow Times, 2014]. As recent BRICS documents show,
this forum also assumes responsibility in other areas of world politics — the environment,
the fight against the negative effects of climate change, international terrorism, cybercrime
and the reform of leading international organizations, including the UN [BRICS, 2017]. In
general, the BRICS countries show a desire to build more efficient models of world order,
and they do it on a nonconfrontational basis [Mikhailenko, 2016].

Thus, if supporters of PTT want this theory to better respond to modern realities and
retain its explanatory power in current conditions, they need to revise the typology of states
they use and supplement it with a new (“reformist”) type of power.

“Soft Power”

The accumulation of “soft power” as understood by neoliberals is attractive to the BRICS
countries for a number of reasons. First, it can help them overcome their negative image in
the West which resulted from a series of international conflicts (between Russia and Geor-
gia and Ukraine, between China and its neighbours in the South China Sea and between
India and Pakistan). Second, it can help to make methods of geopolitical and geoeconomic
expansion more effective.

In BRICS countries, soft power is interpreted in different ways, sometimes departing
from the initial meaning advanced by Joseph Nye, who defined soft power as based on the
power of attractiveness. In reality, however, Russia’s and China’s policies are dominated by
pragmatic interests that not always take into account their partners preferences. In Nye’ s
view, this is unacceptable to their partners and may even provoke a hostile reaction to their
soft power initiatives [Nye, 2013].

Russia and China view soft power only as an auxiliary tool to protect their national
interests, while many experts rightly see in this concept a broader reading of security which
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includes a nonmilitary component in the concept of security and relies more on coop-
eration with partners [Gronskaya, Makarychev, 2010; Tsygankov, 2013; Sergunin, Kar-
abeshkin, 2015; Tsygankov, 2012].

Some specifics in the BRICS countries’ interpretations of the soft power concept
should be noted. First and foremost, this is an umbrella concept which covers other closely
related concepts — public diplomacy, peoples diplomacy, the humanitarian dimension of
politics and NGO-diplomacy. Among soft power instruments, financial tools (especially
in the case of China), cultural cooperation, ethnic diasporas, and educational and religious
institutions are preferable. The BRICS countries established special bodies for soft power
implementation (for example, the PRC’ s Confucius Institutes, Russia’s Rossotrudnichest-
vo, “Russian World,” and Gorchakov and Andrei Pervozvanny foundations among others).

In these countries, soft power policy is controlled and directed to a large extent by
the government and this makes it less flexible. In Nye’s opinion, Russia and the PRC have
make a mistake by underestimating the importance of civil initiatives, while in the U.S.
the main sources of soft power are universities, cinema and pop culture rather than the
government [Nye, 2013]. The government should multiply the effect of the activities of civil
society institutions rather than limit them.

At the same time, the use of soft power strategies by BRICS countries has some pecu-
liarities and advantages. First, the BRICS demonstrates the inclusive nature of its coopera-
tive format. BRICS countries are located on different continents and have different politi-
cal systems, levels of economic development, histories and cultural traditions. However,
the BRICS shows that different countries are able to cooperate and be successful. Second,
in contrast with the West, over the last 20 years the BRICS has demonstrated its success in
the field of socioeconomic development. In 1990—2015, the share of western countries in
world gross domestic product (GDP) fell from 78.7% to 56.8%, while the share of emerg-
ing economies increased from 19.0% to 39.2% [UN, n.d.]. Third, India, China and Russia
have long histories and unique cultures which have substantially enriched world culture.

Generally speaking, BRICS countries use soft power in their own way, trying to avoid
copying the western experience and going beyond Nye’ s interpretation of the soft power
concept. In practical terms, they stick to an instrumentalist and pragmatic approach ori-
ented toward important state political aims. It should be noted, however, that these states’
doctrinal documents and academic communities have not yet developed a clear terminol-
ogy with regard to soft power and this negatively affects both the theoretical understanding
and effectiveness of this political instrument. At the same time, BRICS countries have a
tremendous soft power potential which can strengthen their positions in the traditional
spheres of influence, especially if their policies are attractive in Nye’ s sense.

Peaceful Coexistence Theory

The peaceful coexistence concept was and is one of the distinctive characteristics of Russia’
s, India’s and China’s foreign policies. It was developed — in various forms — by representa-
tives of neoliberalism, globalism and neorealism. In Russia, it emerged in the initial period
of the Soviet state, during a time in which it had to operate in a hostile capitalist envi-
ronment. Peaceful coexistence did not stop confrontation with world capitalism but, since
the Soviet leadership led by Vladimir Lenin felt itself isolated, it preferred to transform its
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confrontation with the West from the military to nonmilitary spheres. In Lenin’ s inter-
pretation, avoiding armed conflict did not mean peace with capitalism, which was seen as
hostile by definition. On the contrary, he considered peaceful coexistence to be the trans-
formation of war into other forms of rivalry, first and foremost economic competition, that
could demonstrate the advantages of the socialist development model [Lenin, 1970, p. 78].

In the USSR, this concept dominated the post-World War Il period until Mikhail
Gorbachev's “perestroika,” after which it became configured. However, it turned out that
with the end of the Cold War the concept was no longer interesting to Russian elites who
had failed to join international institutions on equal footing. The concept itself thus disap-
peared from Russian doctrinal documents.

China, in contrast with Russia, never abandoned the peaceful coexistence concept
and elevated it to the status of a fundamental international relations principle after the 1999
NATO military intervention in Kosovo. According to Beijing, this concept includes pos-
tulates such as respect for national sovereignty and territorial integrity, noninterference in
domestic affairs, equality of states in international relations and the leading role of the UN
in world politics because of its universal nature [Russian Gazette, 1999]. China suggested
peaceful coexistence as an alternative concept to American “neo-interventionism.”

In India, the peaceful coexistence concept was transformed from its initial version into
the Vasudhaiva Kutumbakam concept (“the whole world as one family”) which rejected the
very idea of hegemony [Gupta, Chatterjee, 2015, pp. 115—24].

In formal terms, Brazil’ s foreign policy doctrinal documents stopped mentioning the
peaceful coexistence concept in the 1960s; however, the state’ s real international policies were
in line with this principle. This included the establishment of bilateral cooperative links with
other countries regardless of their political and economic regimes, respect for national sover-
eignty, and the development of multilateral cooperation [Abdenur, 2015].

In South Africa, the peaceful coexistence principle in the form of the Ubuntu concept
was formally acknowledged in the 2011 white book on foreign policy. This concept was de-
fined as “respect for all states, nations and cultures,” while the understanding of national
security was based on the acknowledgement of the priority of human security [Mandrup,
Smith, 2015, pp. 150—1].

The interest of BRICS countries in the peaceful coexistence concept can be explained
by several objective factors. At certain points, these states started to express their discontent
with the existing model of relations with the West which they considered to be unviable and
unacceptable. For example, Russia faced the failure of several ideas and models, such as the
“comprehensive security” concept (Mikhail Gorbachev), Russia as a “younger partner” of
the West (Boris Yeltsin) and “strategic partnership” with the U.S. (two initial presidencies
of Vladimir Putin and Dmitry Medvedev' s administration). The West had no respect for
BRICS countries’ regional and global interests; it heavily criticized them for “authoritari-
anism,” a democracy deficit and human rights violations. Such western policies forced not
only BRICS countries but also other states — which did not want to accept the “golden
billion’ s” dictate — to realize that different/alternative social development models are pref-
erable. In their view, the peaceful coexistence concept could only be helpful in building
relations between states of different types.

It should be noted that presently the peaceful coexistence concept has a different
meaning as compared to the Cold War era because the antagonistic confrontation between
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the two sociopolitical systems has ended. BRICS countries do not aim to defeat the world
capitalist system as was the case in the socialist camp in the past. They just want integration
into the world economy and global governance systems on an equal basis. In geopolitical
terms, Russia has lost its superpower status and cannot compete with other poles of power
as it could previously, while other BRICS countries avoid global confrontation with the
United States altogether.

The updated interpretation of the peaceful coexistence concept by the BRICS coun-
tries can be summarized as follows:

+ countries with different economic and sociopolitical systems can coexist peacefully;

» the dominance of one or several countries in world politics is unacceptable;

+ preference should be given to tools of “soft power,” while military force should be
only an extreme means, and;

» cooperation should occur with international political and economic structures cre-
ated by the West, even despite the continuing contradictions with them.

The peaceful coexistence concept has not yet entered the permanent political lexicon of
the BRICS countries (with the exception of the PRC). This is partly due to a kind of “allergy”
to Marxist-Leninist terminology. But in one form or another, this concept is present in their
foreign policy arsenals [The BRICS and Coexistence, 2015; Sergunin, 2016, pp. 37—45].

However, as noted by a number of researchers, the peaceful coexistence concept can-
not embrace the entire complexity and diversity the BRICS and its international activities.
It partly sheds light on the motivation and certain features of “the five” in the international
arena. But it cannot give a full explanation as to why these countries have united in a group,
and what long-term strategic goals they pursue. It also cannot explain where the limitations
of the peaceful coexistence policy are, beyond which the BRICS countries are willing to re-
sort to force, and what factors induce them to take such sometimes risky steps [The BRICS
and Coexistence, 2015; Sergunin, 2016, pp. 37—45].

More generally, all of the theories and concepts discussed above suffer from one sig-
nificant shortcoming: being based on the principles of rationalism, i.e., a perception of the
BRICS countries as purely rational actors seeking to maximize their benefits and build
their activities in a pragmatic way, they are unable to explain the emotional, unpredictable,
illogical actions taken by these states which not only do not benefit them, but sometimes
even harm their interests and cause significant damage.

Status Theories

Status theories are particularly useful for those cases in which the policies of the BRICS
countries are evaluated by partners as being emotional, irrational and unpredictable. Such
policies do not fit into the theories built on the principle of rationalism, including the PTT,
as well as the concepts of peaceful coexistence and soft power. Status theories address pol-
icy motives related to self-esteem, reputation, honour and dignity, fame, sympathy, and
other emotional and psychological categories that introduce an element of unpredictability
into the political behaviour of leaders and social groups. The first works on the correlation
of conflicts and state status underachievement were published in the late 1960s—early 1970s
[Midlarsky, 1969; Wallace, 1973].
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The return of status theories occurred in the 2000s, when representatives of various
theoretical paradigms started to pay attention to them again. Schools such as neorealism
and neoliberalism mainly focused on problems of survival and economic viability, con-
sidering the state’ s status to be a derivative of its military and economic power. For post-
positivist schools, initially, status was also not an important analytical category, although
it was scholars in these schools who paid serious attention to the psychological aspects of
political behaviour. For example, theorists of social constructivism believe that identity
and norms are the driving forces of politics rather than considerations of status or prestige
[Onuf, 2013].

For the BRICS countries, the status-related issues were first raised in connection with
the discussion of modern Russia’ s goal to strengthen its significance in world politics and
return to its former position as a great power [Kanet, 2010; Kuhn, 2015; Larson, Shevchen-
ko, 2010; Neumann, 2005; Neumann, 2007]. This turn in Russia’ s policies was related to
President Vladimir Putin’ s decision to more decisively defend its interests. The Russian
president perceived the collapse of the USSR as “the greatest geopolitical catastrophe of
the 20th century.” The status of Russia had lost certainty: while its nuclear potential and
the permanent seat on the UN Security Council guaranteed it a place among the most in-
fluential countries, by other measures it had been reduced to the status of a peripheral state.
In this regard, some western experts evaluated the state of Russian elites as “status panic”
[Forsberg, Heller, Wolf, 2014; Hansen, Sergunin, 2015, p. 94; Smith, 2014].

Interest in status theories has been fueled by discussions about the nature of the con-
flicts between Russia and Georgia (2008) and Ukraine (2014). Some researchers, in the
tradition of constructivism and poststructuralism, see these conflicts as manifestations of
Russia’ s fear of finally losing its great power status. Moreover, this motivation may be even
more important than concerns about security or economic well-being [Sergunin, 2014].
Some authors go even further, claiming that Russia’ s status-oriented foreign policy has
deep historical roots, because for centuries Moscow has sought to prove its high status in
Europe [Neumann, 2005].

With China, which previously did not have the status of a great power, the situation is
somewhat different. Its rapid economic growth in the post-Cold War era has meant that the
former character of China’s political and economic relations with the West no longer holds.
At first, China sought to achieve the status of a great power by adapting to capitalist norms,
but it was never accepted as an equal in the western community. Then Beijing took a more
competitive position, but not in a confrontational way. It managed to positively change its
image in the eyes of the West. The new image is based on the premise that China is a state
that does not seek hegemony, but expects a respectful attitude from its international part-
ners which corresponds to its new status.

India and Brazil also strive for the status of great power, relying on their large ter-
ritories and populations, economic and military potential, and international authority.
Their behaviour is of a symbolic nature and is aimed at increasing respect from other
states [Mikhailenko, 2016; Larson, Shevchenko, 2010, p. 70]. For instance, the Brazilian
president’ s statement on hosting the 2016 Summer Olympic Games exemplifies such sym-
bolism: the choice of Brazil as the host of the games elevated its status from second-class to
first-class country. South Africa does not have the ambition to become a great power, but
at the regional level it seeks to play a leading role.
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Politically, states seeking to improve their international status may try to join the lead-
ing group of states (mobility strategy), enter into a competition with leaders (competition
strategy) or try to achieve advantages in any field (creativity strategy). The choice of a spe-
cific or combined strategy depends on the degree of openness of the international hierarchy
and the degree of closeness of the values of socioeconomic and cultural development.

For example, since the end of the Cold War, the BRICS states have embarked on lib-
eral democratic reforms to enter the economic and political institutions of the West, such as
the International Monetary Fund, the World Trade Organization, the Council of Europe
and the G7. At the same time, the closed nature of organizations such as the EU or NATO
prompts China and Russia to move to a strategy of competition [ Larson, Shevchenko, 2010,
pp. 72—3]. On the path of creative strategy, Russia is trying to rely on the neoconservative
ideas of collectivism, spirituality and orthodoxy as opposed to the individualism, materialism
and liberal morality of the West [Laruelle, 2008; Sergunin, 2014]. Creativity is also produced
by charismatic leaders at the level of “grand” diplomacy. For example, due to these qualities,
President Vladimir Putin has managed to achieve recognition of his plan to destroy Syrian
chemical weapons. The “New Silk Road” concept of another charismatic leader, Xi Jinping,
was perceived as a global project of mutually beneficial Eurasian economic integration.

Despite their attractiveness, status theories still leave unanswered a number of im-
portant questions. For example, status indicators should be clarified. It is also important
to clarify the question of when status becomes more important than material interests. In
terms of content, the question of which instruments the state uses to change its status is of
great importance. As for the internal aspects of the status policy, it is necessary to examine
the extent to which domestic political institutions can influence the growth or reduction of
the feeling of disrespect in society. These questions status theories have yet to answer.

Theory of “Global Regionalism”

The BRICS’ uniqueness lies in the fact that it is not an ordinary international region rep-
resenting a set of states that are close to each other and form a certain historical, economic,
political and sociocultural community (or at least seek to create such a community). Ac-
cording to the theory of “new regionalism” [Lagutina, 2009; Lagutina, Vasilyeva, 2012;
Acharya, 2014; Heininen, 2016; Hettne, Inotia, Sunkel, 1999; van Langenhove, 2011], the
BRICS belongs to the category of so-called “global regions” which are based on functional,
network, identity, multi-actor and multifactor principles rather than on geographic prox-
imity. Such regions have a cross-cutting nature: they easily permeate various levels — local,
regional and global — to create a completely different type of world politics [Avdokushin,
Zharikov, 2013; Meena, 2015]. In addition to the BRICS, such global regions include, for
example, the European Union, the Association of Southeast Asian Nations, the Mercado
Comun del Sur, the Eurasian Economic Union and the Arctic.

Supporters of the theory of global regionalism believe that during its existence, the
BRICS has managed to form a common transnational agenda. Among the most important
areas of cooperation of the BRICS countries are the following:

« improvement of the global financial system,;

+ development of industrial and commercial relations;

* energy security;

64



INTERNATIONAL MECHANISMS

» cooperation in the field of climate change and environmental protection,;

* joint research projects;

* the fight against cyberterrorism, and;

+ coordination of these countries’ activities in international organizations, including

the UN and its specialized agencies.

In support of this global agenda, the BRICS created a number of its own financial
institutions — the New Development Bank with a capital of $100 billion and a Contingent
Reserve Arrangement ($100 billion as well).

In recent years, the Chinese have launched the New Silk Road (or One Belt One
Road) project [Lagutina, Batur, 2016; Leksyutina, 2017]. At first, it was aimed at the de-
velopment of a land transport corridor through the territory of Eurasia. It was then supple-
mented by sea routes from East Asia to Europe, both southern (through the Suez Canal)
and northern (Northern Sea Route). In the end, the project has acquired a truly global
dimension, incorporating the Pacific region and South America, where one of the BRICS
members is located (Brazil).

At the same time, critics of the theory of global regionalism note that in the framework
of the BRICS, a truly unified agenda has not yet emerged. With rare exceptions, most of
the cooperative ties within the BRICS are bilateral, not multilateral. In addition, there are
numerous differences between the members of this international group. Particularly, there
are serious disagreements between India and China, including territorial disputes between
them that regularly lead to direct military-political confrontation. Opponents of this theory
believe that it is too early to speak of the BRICS as a whole community comparable with
other integration entities. For this reason, the BRICS is not yet able to play a truly influen-
tial role in world politics and the global economy.

Conclusion

So, various IRTs offer their explanations of the very phenomenon of the BRICS, the mo-
tives for the behaviour of the countries in this group and the role that this integration forum
plays in modern world politics and the global economy. Speaking about the relative value or
explanatory power of each of these theories, the principle of complementarity seems to be
the most acceptable, according to which each theory turns out to be productive depending
on the research goal. Together, on the basis of an interdisciplinary approach, they form the
foundation for studying complex political phenomenon such as the BRICS.

The newest IRTs tend to hold that, along with the pursuit of purely material and prag-
matic interests (hedging financial and economic risks of the globalized era generated by the
domination of a group of highly developed states, coordination of joint activities in the face
of the geopolitical “drive” of the West and solving a number of common problems), the
BRICS countries are actively using this integration association to strengthen their positions
on the world stage and elevate their international statuses.

At the same time, members of the group apply various methods, from the strategy of
mobility and competition to various types of creativity. These foreign policy strategies have
had some effect, with the exception of Russia whose international reputation has suffered
because of the Ukrainian crisis. In general, most of the BRICS countries have managed
to create an image of themselves as constructive and peaceful states preferring coopera-
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tion to confrontation, respecting international rules and their international partners. Even
for Russia, participation in BRICS has proved to be very useful from a reputational/status
point of view. Since most of the countries in this group did not support western sanctions
against Moscow, Russia managed not only to avoid complete international isolation, but
also to actively influence international developments, both regionally and globally.

In general, the BRICS has managed to shape its image as an alternative model of
world order based on principles and rules of interstate cooperation which exclude man-
date, discrimination and hierarchy. It is too early to say that a fundamentally new type of
international relations or international institution has been created within the framework of
the BRICS, but, undoubtedly, some positive experience has emerged from this association.
There is also no doubt that the activities of the BRICS will remain a subject of the closest
attention from international relations theorists.
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B cmamuve ananusupyromes pazauunsie unmepnpemavuu bPUKC coepemennbimu meopusmu mesco0yHapoOHsix OmHouLe-
Hutl. B wacmuocmu, paccmampuearomes: meopusi UsMeHeHUs: COOMHOUEHUS CUA, KOHUENUUU «<MS2KOU CUAbL U MUDHO20
COCYUEeCmB06aHUsL, Meopusi «eN00aNbHOO PECUOHANUBMA», A maKice cmamycHble meopuu. Kaxcdas uz nux daem ceoe
o0ssicheHue kak camomy geromerny BPUKC, mak u moit poau, komopyro 3mo unmezpauuonHoe odseduterue uepaem 6
COBPEMEHHOIL cucmeme MeNCOYHAPOOHbIX OmHouweHull. Jleaaemcs 661600, Ym0 Kaxcoas u3z Smux meopuil, HeCMoOmpsi Ha U3-
B8ECMHYIO 02PAHUHEHHOCMb, MOJICEM 001a0amb I8PUCMUMECKOL UEHHOCMbIO — 8 3A8UCUMOCU OM NOCMABACHHbIX Ueaell U
3a0a4 uccnedosanus, a maxice cnocob06 npumenenus. B cosoxynnocmu onu cozdarom mexncoucyunauHapHyro 0CHo8y 04
usyueHus: maxKoezo ca0xucHoo gernomena, kak bPUKC.

Mnuoeue cospemennvie uccredosament CKAOHHbL CHUMAMb, YMo, Hapsdy ¢ NPecaedo8anuem cyeyoo mamepuarbho-
npaemamuyeckux unmepecos, cmpanvt bPUKC akmuero ucnoawv3yrom smo unmeepayuoHHoe 00seduHerue 0is yKpenie-
HUS C8OUX NO3UYUI HA MUPOBOIL apeHe U NOBbIUEHUS MENCOYHAPOOHO20 CIamycd.

Jleaaemes makce 61600 0 mom, umo bPUKC npeycnen 6 cozdanuu umuoica arbmepHamueHoll Mooeai Mupo-
yempoicmea, 0CHOBAHHOU HA NPUHUUNAX COMPYOHUYECBA, 83AUMHOR0 YBANICCHUS U OANaHca UHMepecos, a He UKmama,
duckpumunayuu u uepapxuu. Iloka ewe npexcoespementno ymaepiucdams, umo 6 pamkax bPUKC deiicmeumensro 6vin
€030aH NPUHUUNUANBHO HOBbLI MUN MeNCeOCYOapCmEeHHbIX OMHOWEHULl Uy MedcOyHapooHo2o uncmumyma. B mo oce
8peMsi Hem COMHEHUIl 8 MOM, HMO ONpedeneHHbL NO3UMUBHDbLI ONbIM 8 PAMKAX 9M020 hopyMa yice HAKONAEH, a 3HaYum,
BPHKC kax uncmumym umeem Henaoxue nepcnekmussi Ha Oydyujee u npedcmasasem 043 mMeopuu mMeicoyHapooHblxX
OMHOWEHUT 3HAYUMENbHbLI UHMeEpeC.
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Abstract

This article explores the formation of multilateral dialogue among the BRICS grouping of Brazil, Russia,
India, China and South Africa to address the problems of development quality based on the most demonstrative
sphere of the countries’ economic cooperation — mutual trade.

The foreign policy contour of the BRICS dialogue is a shared responsibility and stems from national
obligations within the United Nations (UN) system, the World Trade Organization (WTO) and other
international fora. As it connects with development strategies in different environments and at different paces,
the convergence of the positions taken by BRICS members both within and outside the forum is in line with
their domestic economic priorities, and hence multilateral cooperation mechanisms are included in national
development plans. The external economic contour poses similar restrictions on internal development —
agricultural and manufacturing industries based on the exploitation of natural resources, the use of dirty fuels,
ecologically intensive exports and the general need to preserve and restore the resource base.

Analytically, this study is based on the quantitative parameters of intra-BRICS trade from 2009—2017,
the BRICS export resource-intensity indicators and non-tariff restrictions statistics. Maintaining relatively
similar and generally low tariffs in raw materials sectors, BRICS countries regulate the turnover of “green”
goods within the group through technical barriers, price control measures and quality standards, maintaining
a consistently high share of environmentally intensive raw materials. At the same time, given the differentiation
of BRICS countries in terms of quality of growth and sensitivity to external shocks, some of them seek to
diversify their exports (oil and petroleum products from Russia and China), while others protect local producers
(agricultural products from Brazil and Russia), and take “green economy” measures as a substitute for higher
tariffs for environmentally friendly goods to help retain markets.

Key words: BRICS; Sustainable Development Goals (SDGs); Bilateral Trade; Trade Related Aspects of
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Introduction

The objective of sustainable and long-term development satisfying the needs of the present
generation while not depriving future generations of the opportunity to meet their needs

! The editorial board received the article in April 2018.
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[UN General Assembly, 1987, p. 24] was announced for the first time in the World Com-
mission on Environment and Development (WCED) report “Our Common Future.” This
report was revolutionary for its time, and has of course differently affected the scope of
resource exploitation, directions of technical development and structural changes in the
BRICS grouping of Brazil, Russia, India, China and South Africa. The pressing need for
all BRICS members to improve the quality of their people’s lives and to overcome develop-
ment gaps through economic growth has not always been coordinated with their environ-
mental capabilities; hence, the burden on natural resources is one of the common points in
the national development strategies of the BRICS states.

A common problem for the BRICS in terms of the quality of development is also
that, in the words of the WCED report, “a world in which poverty is endemic will always
be prone to ecological and other catastrophes” [UN General Assembly, 1987, pp. 24, 143].
According to the Organisation for Economic Co-operation and Development (OECD),
despite significant progress in combating poverty in all BRICS countries, stratification of
their societies remains high. The maximum Gini coefficient for OECD countries at 0.5
[OECD, 2015, p. 20] is average for the BRICS.? Despite the absolute importance of eco-
nomic growth for the eradication of poverty in developing countries, given the current in-
come distribution, growth in the BRICS may not affect most households’ incomes due to
restrictions on the gross domestic product (GDP) redistribution channels and low elasticity
of links between poverty and inequality, and also between poverty and income [Fosu, 2010,
pp. 16—27]. While the expansion of BRICS economies has for a long time determined the
increase in the population’s income mainly through budgetary channels [Lustig, 2015],
the redistribution of incomes from foreign trade accompanied by the BRICS’ integration
into global economic ties and structural shifts in the private sector often act as stressors for
social stability [OECD, 2014, pp. 68—71].

The progress in trade and investment relations within the BRICS, initially embod-
ied in expanding mutual exports (on average its aggregate volume multiplied through-
out 2009—-2014 relative to 2009),? and then in the importance of their local markets as
complementing (for China and India) or replenishing (for Brazil and Russia) the com-
pression of external demand in 2013—2016, can serve the purposes of further growth in
the BRICS. At the same time, the exponential fall in prices for energy resources and
basic commodities in 2013—2016 affected the physical parameters of BRICS economies
with kaleidoscopic speed, depending on export dependence and inclusion in global value
chains, thereby determining the quality of the BRICS development models and giving
impetus to redistribution of incomes from Brazilian, Russian and South African export-
ers to Indian and Chinese importers, as well as leading to instability of trade and invest-
ment within the BRICS.

This research focuses on the impact of multilateral cooperation mechanisms on na-
tional development strategies and their benchmarks, and the resulting BRICS dialogue
aimed at sharing best practices and technologies for sustainable and balanced growth, tak-
ing into account the most demonstrative achievements of their economic engagement in
the trade area.*

2 Author’s estimations based on OECD data [2015, pp. 19-21].

3 Author’s estimations based on International Trade Centre data [n.d.].

4 Given the growing importance of environmental problems in the sphere of subsoil use and nature man-
agement, during its BRICS presidency in 2015, Russia proposed a number of initiatives. See BRICS [n.d.].
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The Global Contours of the BRICS’ Dialogue
on Sustainable Development

The dynamic development of the BRICS economies, which has no analogues in terms of
pace — even taking into account the negative growth of Brazil and Russia in 2013—2016, the
average annual GDP growth rates in the BRICS were almost four times higher than in the
Group of 7 (G7) in 2000—2017° — and which has brought their share in the global economy
closer to that of developed countries,® has been inevitably accompanied by profound chang-
es in all spheres of natural resources exploitation and human activity.

The adjustment of BRICS development models to environmentally friendly growth
aimed at reducing poverty and facilitating the well-being of present and future generations
(see Table 1) occurred in different environments and at different paces. In Brazil, India
and South Africa with complex, multilayered and fragmented social structures, distinctive
society polarization, and economic inequality, such an adjustment was impossible with-
out broad political and economic transformations. The turn to inclusive growth in Bra-
zil was gaining strength in President Lula da Silva’s “human-oriented” modernization of
2003—2010, accompanied by the combination of economic liberalism with social reforms
[Okuneva, 2008, pp. 753—68]. During that period, Brazil managed to halve extreme po-
verty (the poverty rate based on the purchasing power power (PPP) threshold of $1.25 a day
decreased from 4.2% to 2.1%)’ and the absolute numbers of chronically undernourished
people have also declined [FAO, 2014b].

In India and South Africa, the enclave type of development has for a long time re-
strained the quality of economic growth: after 11 five-year national development plans
aimed at eliminating poverty (“pro-poor growth”), by the end of 2012 the poverty rate in
India was lowered by almost 20% while the gap between the layers of society continued to
broaden (the Gini coefficient continued to grow until 2015) [UNDP, n.d.].? As of today,
one-third of India’s population, as well as 41% of South Africans, continue to face greater
restrictions and deprivations than people in other BRICS countries (see Multidimensional
Poverty Index in Table 1). One in four urban and one in three rural inhabitants still live
below the poverty line, and only 21% of those living in rural areas have access to basic sani-
tation [Anand et al., 2014, pp. 48—56]. According to Food and Agriculture Organization
(FAO) estimates, 31.4% of India’s and 13.2% of South Africa’s populations are chronically
undernourished.’ At the same time, Russia and China were the first BRICS countries to
eliminate hunger. Reorientation of the development models to domestic demand in Rus-
sia and China is largely explained by the fiasco of the market in the distribution of growth
benefits (inequality) and global challenges.

The 1987 WCED report also highlighted sustainable development policies such as
human resources, food security, ecosystems, energy, industry and urbanization [United
Nations General Assembly, 1987, pp. 27—34], which became the guiding principles of the

3 Author’s estimations based on IMF data [n.d.].

¢ At the end of 2014, the total BRICS purchasing power parity (PPP)-based GDP equaled that of the G7,
and taking into account the recession in 2013—2016 they together produced about 33% of the global GDP in
2016, while 39 countries from the IMF analytical group “Developed Economies” produced 40.6% (calculated
by the author based on data from the IMF [n.d.]).

7 Based on the official UN [n.d.a] site for the MDG indicators.

8 Based on Multidimensional Poverty Index (MPI) data in the UNDP statistical database [n.d.].

° Based on data from the Food Security Portal [n.d.].
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Table 1. MDGs Achievement Indicators in BRICS Countries

Country MDG 1 MDG 2 MDG 3 MDG 4 MDG 5 MDG 6 MDG 7
Multidimensional | Net primary Gender Under-five Maternal HIV prevalence CcO2
Poverty Index education Inequality mortality death ratio, per among emissions
(MPI)* enrollment Index rate, per 100,000 live population | per capita,
ratio, girls (GII)** 1,000 births aged 15—49 tons
and boys children years, %
Brazil 0.010 96%+** 0.441 16.4 44 0.6 2.5
Russia n/a 97.2 0.314 9.6 25 n/a 12.5
India 0.282 98.9 0.563 47.7 174 0.3 1.6
China 0.23 86.9 0.202 10.7 27 n/a 7.6
South 0.41 90.5 0.461 41.9 138 19.2 8.9
Africa
Notes:

* For the first time, used in the United Nations Development Program (UNDP) Human
Development Report 2010, the MPI identifies and shows the average number of poor people
capturing overlapping deprivations they face in three dimensions — living standards, health and
education. Data on the MPI are from the UNDP statistical database [n.d.].

** Reflects the unfavourable situation for women in three areas: reproductive health,
empowerment and economic activity. Data on the GII are from the UNDP statistical database [n.d.].

*#* at end-2006

Source: Based on United Nations Statistics Division data (as of 1 January 2017) [n.d.].

final declaration of the first United Nations Conference on Environment and Develop-
ment (The Earth Summit) in June 1992 in Rio de Janeiro [UN, 1992b]. In turn, the Earth
Summit Rio Declaration for the first time outlined the anthropocentric nature of sustain-
able development (principles 1, 10, 11 [UN, 1992a]), pointing out that trade policy meas-
ures taken for environmental protection can serve as a means of discrimination and hid-
den protectionism, and therefore the approach that “the polluter should... bear the costs...
without distorting international trade and investment” was agreed upon (principles 12, 16
[UN, 1992a]).

For developing BRICS countries, the principle of common but differentiated respon-
sibilities for global environmental degradation [UN, 1992a] manifested in the Rio Declara-
tion has become both unifying and divergent. Being the two largest greenhouse gas emitters
of the world, China and India have repeatedly stressed that, despite their rapid industrial
growth, their per capita emissions are lower than those in advanced countries and they need
economic growth to address social and economic development problems [Government of
India Ministry of Environment and Forests, 2011]. On 21 October 2009, at a joint sym-
posium on national plans to counter climate change held in New Delhi, China and India
signed the Agreement on Cooperation on Addressing Climate Change and established the
bilateral Working Group on Climate Change, which holds annual meetings alternately in
the two countries [Government of India Prime Minister’s Office, 2015].

At the next United Nations Summit on Sustainable Development “Rio+10” in 2002
in Johannesburg, special attention was paid to social aspects of sustainable development,
with practical guidelines in this area formulated in the Rio de Janeiro Agenda 21 and the
UN Millennium Declaration, and known as the millennium development goals (MDGs)
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[World Summit on Sustainable Development, 2002]. The most acute MDGs for BRICS
countries at the time were: to provide all people with an opportunity to earn on a sustain-
able basis and to halve by 2015 the proportion of people living on less than $1.25 a day; to
protect the vulnerable and halve the proportion of people without access to basic sanita-
tion; to integrate the principles of environmental sustainability into national strategies; to
minimize industrial harm to human health and the environment; and to preserve and ra-
tionally use exhaustible natural resources.

During that period, BRICS members and other developing countries established
more than 300 public-private partnerships!® with large companies, producer associations
and non-governmental organizations as part of the agenda for businesses inclusion into
national strategies (see Table 2). At the same time, the first International Conference on
Financing for Development was held in Monterrey (18—22 March 2002), where interna-
tional trade became a key issue for discussion both as a driver of economic growth and
employment, and as an important external source of financing for development [United
Nations, 2002, p. 9—12].

For the first time, the issue of trade barriers and non-tariff measures that limit ac-
cess for emerging economies (for example, to agricultural markets of developed countries)
and lead to global trade imbalances was included in the resume of the declaration and
linked to the World Trade Organization (WTQO) negotiations agenda at a meeting in Doha.
There, delegates proposed to expand access to agricultural markets through the principle
of less-than-full reciprocity in the framework of the exemptions for Article XXVIII of the
GATT [UN General Assembly, 2001, pp. 3—6]. Thus, the relationship between WTO rules
and countries’ obligations under multilateral environmental agreements has clearly been
reflected in the impact of environmental measures on access to markets [UN General As-
sembly, 2001, p. 10].

The contours of the initially fragmented dialogue on sustainable development issues
between the BRICS states were shaped at the multilateral cooperation platforms of the UN
and WTO system. The rapprochement of political and diplomatic positions of the mem-
bers clearly resulted from internal economic priorities, and therefore occurred primarily
between China and Brazil, and between Brazil and India. The former pair united around
increasing the effectiveness of official development assistance and partnership between do-
nor countries (consistency, coherence, accountability [UN, 2002, pp. 37, 55]). The latter
almost fully agreed on the priority of eradicating poverty, investing in social projects and
infrastructure [UN, 2002, p. 73]. The Russian position'" was to acknowledge national re-
sponsibility for the development process, and to consider external support not as a perma-
nent factor, but as a means of assistance [UN, 2002, p. 45]. Access to developed countries’
markets for goods, services and capital has become a unifying issue for all BRICS members.

The same reasons resulted in the multi-vector and multi-format BRICS dialogue on the
particularly sensitive climate change agenda. The Bali Roadmap and Action Plan with a list
of Nationally Appropriate Mitigation Actions (NAMA) was adopted at the United Nations
Climate Change Conference on 15 December 2007. Similarly to the subsequent Copenhagen

19 Based on the data from the official UN portal. Available at: http://www.un.org/ru/events/pastevents/
wssd.shtml (accessed at 20 October 2018).

' The round table where this provision was approved, was also attended by the Common Fund for
Commodities (CFC), the Joint United Nations Programme on HIV/AIDS (UNAIDS), the Eurasian Economic
Union (EEC), the International Chamber of Commerce (ICC), the World Confederation of Labour and the
Brazilian Institute for Socioeconomic Studies.
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(2009) and Cancun (2010) agreements, it attempted to record voluntary commitments and
actions by countries aimed at reducing emissions. Having directly participated in the develop-
ment of these documents, India and China announced that they do not associate themselves
with the agreements, and thus can coordinate implementation of certain measures among
themselves [UN, 2015, Article 7.2 para. (c)]. Russia made its participation conditional on the
participation of the largest greenhouse gas emitters, China and the United States. Finally,
BRICS representatives gathered for a separate preliminary meeting, where they nevertheless
reached a consensus on the legally binding nature of the agreement.

Since 2013, an informal BRICS advisory group has been working within the FAO,
which is formalized by the BRICS leaders [BRICS Leaders, 2014, p. 36]. Following the
UN conference in Copenhagen (2009), the BRICS has focused on the relationship be-
tween climate change and food security, the recognition of great importance of traditional
knowledge and clean technologies, and the need to transfer best practices within the group
[BRICS Leaders, 2015].

Within the framework of expanded responsibilities, the governments participating in
the UN conferences on sustainable development were invited to develop national sustain-
able development strategies and a system of specialized agencies. Brazil was the first among
the BRICS countries to establish the Commission on Environment and Sustainable De-
velopment (18 March 2004, Comissao de Meio Ambiente e Desenvolvimento Sustentavel,
CMADS). In 2007, the India Council for Sustainable Development began its work. In 2008,
the South African national sustainable development network was launched which prepared
the South African Sustainable Development Strategy (2009—2014) approved by the govern-
ment in November 2011. In Russia and China, several specialized agencies are engaged in work
on a sustainable development agenda: the National Development and Reform Commission,
the Ministry of Science and Technology and the Ministry of Environmental Protection.

Additionally, BRICS countries have developed support programs and incentives for
the transition to the “green economy” as integral parts of their national development strat-
egies (see Table 2). Renewable energy sources have become the focus of special “green”
programmes of state support in Brazil (PROINFA (Table 2)), India (National Mission for
a Green India) and South Africa (Renewable Energy Independent Power Producer Pro-
curement Programme). State support in China is aimed at controlling industrial pollution,
promoting the rational use of water and land resources, energy and natural resources, and
industrial waste management as part of the programme to combat climate change in Rus-
sia, India, China and South Africa (see Table 2).

The declaration of the 2012 Rio+20 conference entitled “The Future We Want” con-
tained the greatest number of practical recommendations and guidelines for sustainable
development in history [UN General Assembly, 2012] — from the proclamation of a “green
economy” as one of the means to achieve sustainable development and eradicate poverty
to the adoption of action programme with a set of financial support measures and summit
decisions. It also established the UN System Task Team on the post-2015 UN develop-
ment agenda which managed the transition from the MDGs to the sustainable develop-
ment goals (SDGs). BRICS countries conduct active public consultations on all 17 SDG
thematic areas” in the framework of international initiatives and national dialogue plat-
forms (see Table 2).

12 Based on data from the Climate Action Network [n.d.].
13 See UN [n.d.b] for more detail.
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Thus, aligning specific BRICS interests in the dialogue on sustainable development is
based on socially oriented growth and environmentally friendly development goals, while
the MDGs (now SDGs) and national commitments to mitigate and adapt to climate change
shape its outer contour. Taking a shared responsibility within the framework of multilateral
environmental agreements and trade rules, BRICS countries affect global consumption
and production, and at the same time reflect a number of parameters of such obligations in
the internal development programs.

BRICS’ Intragroup Trade for Complementing National Interests
in Sustainable Development Dialog

The deepening of trade and investment ties between BRICS countries, accompanied by the
growing importance of their local export markets as complementing external demand (for
China and India) and replenishing it (for Brazil and Russia), was initially based on their
goods’ complementarity under relatively weak intra-group competition [Khmelevskaya,
2015a]. This relates to Brazilian meat products in the Russian and South African markets,
components for power equipment produced in China, and Russian electrical equipment
and gas turbine engines in other BRICS countries.

It was in mutual trade (2009—2014) that the results of the initial stage of BRICS devel-
opment became clear — in terms of overall export growth, Russia and Brazil were second after
China, expanding both their trade ties (extensive growth) and export mix (intensive growth)
[Khmelevskaya, 2015a, p. 46]. The divergence of external shock effects in 2013—2017 primar-
ily emphasized the structural weaknesses of the BRICS states along with the differences in
their foreign trade agendas — the retention of export positions or seeking import substitution,
expansion or intensification of commodity flows. That is why more and more fine-tuning is
needed now for the already established set of cooperation mechanisms and a “broad-based
dialogue” within the BRICS, both through the involvement of interested people (and most
importantly, representatives of professional associations) to address specific problems and
through the implementation of “cross-cutting” development projects.

In line with the priorities of each presidency and using the multilateral negotia-
tions format adopted in the WTO, the BRICS trade and economic cooperation agenda
has been discussed since 2011 at the meetings of economic and trade ministers and the
BRICS Contact Group on Economic and Trade Issues — since 2015, at the meetings of
natural resources and ecology ministers, energy ministers, ministers of industry, and heads
of BRICS competition authorities, and since 2016, at the meetings of labour and employ-
ment ministers and heads of customs authorities. In 2016, BRICS launched and tested
a new public-private partnership tool — the BRICS Environmentally Sound Technology
(BEST) Platform. At the same time, specialized working groups have appeared within the
BRICS on competition issues research (2012), information and communications technol-
ogy (2016), e-commerce (2017), environment (2018)'*and others.

Real demands of civil society and practical proposals on the BRICS trade and in-
vestment agenda have been articulated by the BRICS Business Forum since 2010 and the
BRICS Business Council since 2013, by the Civil Forum, the Parliamentary Forum and

4 The memorandum on the establishment of the group was agreed upon during the meeting of the
BRICS environment ministers on 13—16 September in Goa, and the first full-scale meeting of the group was
held on 17 May 2018 in Durban.
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the BRICS Youth Summit since 2015, and by the BRICS Universities League, the BRICS
Network University and the Women Parliamentarians’ Forum since 2016. In 2018, the Fo-
rum for the Exchange of Technologies and Innovations for Small and Medium-sized En-
terprises and the Science, Technology and Innovation Women’s Forum were established.
Their activities are aligned with addressing the development of women’s entrepreneurship
and increasing productivity, and therefore, ultimately, with a need to reorient national de-
velopment models toward inclusive and balanced innovational growth, which is now im-
portant for all BRICS members.

Trade policy measures are among the main barriers to intra-BRICS trade, business
and investment [ Khmelevskaya, 2015b, p. 106], and in the raw materials sector all members
have relatively similar general levels of tariffs. In turn, impeding the sale of goods at prices
that do not yield sufficient profits and increasing the burden on environmental systems,
trade barriers encourage countries to increase exports of depletable resources, preserving
low productivity and constraining the update of fixed assets. Almost twofold growth of
Russian exports to the BRICS (by 80% in 2009—2014)" explained by crude oil and petro-
leum products supplies (constituting about half of all exports to the BRICS in 2014). In the
wake of the fall in energy prices in 2014—early 2015, China increased imports of crude oil
from Russia and Brazil, becoming the second-largest buyer of petroleum products from the
latter country. Despite the overall decline in intra-BRICS trade in 2013—2016, the Chinese
share in India’s foreign trade grew due to a multiple increase in Indian exports of oil distil-
lation products, copper and chemical products [Khmelevskaya, 2015a].

The ability of countries to improve access to new and environmentally friendly goods,
services and technologies through international trade and, as a result, to more effectively
allocate limited natural resources, was recognized at the summits in Rio de Janeiro and Jo-
hannesburg. The fail-safe support for multiple complex links between sustainable develop-
ment and international trade is the focus of many international institutions. For their part,
they provide an international legal regime for about 200 multilateral environmental agree-
ments, with more than 20 using trade-related measures to limit damage to the environment
and human health while achieving their goals [UNEP, IISD, 2005, pp. 14—8].

The BRICS countries participate'® in the Convention on International Trade in En-
dangered Species of Wild Fauna and Flora (CITES, 3 March 1973), the Vienna Conven-
tion for the Protection of the Ozone Layer (22 March 1985) and the Montreal Protocol on
Substances that Deplete the Ozone Layer (16 September 1987), the Basel Convention on
the Control of Transboundary Movements of Hazardous Wastes and Their Disposal (22
March 1989), the Convention on Biological Diversity (5 June 1992), the Stockholm Con-
vention on Persistent Organic Pollutants (23 May 2001), the Rotterdam Convention on the
Prior Informed Consent Procedure for Certain Hazardous Chemicals and Pesticides in In-
ternational Trade (10 September 1998) and the United Nations Framework Convention on
Climate Change (12 December 2015), all of which directly define trade-related regulatory
measures. Today, Russia is the only BRICS country that has not ratified the Framework
Convention on Climate Change adopted in Paris on 12 December 2015 by 195 countries
and containing commitments to reduce greenhouse gas emissions in order to keep the tem-
perature rise within 2°C and limit temperature growth by 1.5°C [UN, 2015, p. 2].

Realizing that the impact of trade on the environment depends on the complemen-
tarity of their objectives and their orientation towards mutual support, international trade

15 Author’s estimations based on data from International Trade Centre [n.d.].
16 As of 13 June 2018.
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and commodity organizations (the WTO, the UN Conference on Trade and Development
(UNCTAD), the World Customs Organization (WCO), International Sugar Organization
(ISO), the International Cocoa Organization (ICCO), the International Organization of
Vine and Wine (O1V), etc.) support the concept of sustainable development both in their
fundamental multilateral agreements and in their arbitration practices and standards. For
example, the longest and most complex trade disputes within the WTO were related to the
environment: from protecting the sea turtle population from accidental catches by indus-
trial fisheries to protecting human health from risks caused by the use of asbestos or the
storage of used tires. The history of using the WTO as a platform for protecting the “green
interests” of BRICS national economies (except Russia, which joined the pretrial WTO
trade disputes settlement mechanism only in 2012) began almost from the moment of its
establishment. The first case considered by this mechanism was the dispute over reformu-
lated gasoline between Venezuela, Brazil and the United States. The decision on this case
determined that the WTO General Agreement on Tariffs and Trade (GATT) should not
be interpreted in isolation from public international law [WTO, 1996], and thus it served
as a precedent for including the provisions of multilateral environmental agreements when
interpreting the provisions of the international trade organizations law.

In a dispute between the European Union and Brazil about retreaded tires in 2005,
Brazil justified the imposition of restrictions on tire imports (not applicable to Mercosur
and Venezuela) by arguing that because of the reduced period of using such tires, they are
causing greater damage to the environment [WTO, 2009]. The proceedings resonated wide-
ly with the public because for the first time non-governmental environmental organizations
of different levels (the Center for International Environmental Law, the Brazilian branch
of the World Wildlife Fund and the Brazilian Forum for Environment and Development)
joined and presented their independent expert opinions to the WTO. The reports of the
then Brazilian Minister of the Environment Marina Silva (second by the number of votes in
the first round of the presidential elections in Brazil in 2014) and the then “responsible of-
ficer” of the Brazilian ministry of foreign affairs and current WTO Director-General Rob-
erto Azevedo, were often accompanied by vivid and emotionally colourful presentations.
Additionally, for the first time the rules for promoting free and fair trade were applied from
the standpoint of environmental protection and their correlation with it [Kadysheva, 2013]
meanwhile Argentina, Mexico, Paraguay and China joined the WTO panel discussion on
its side to show solidarity with Brazil in that point.

Given the absence of free trade agreements between the BRICS countries or their in-
tegration groupings, the WTO today is the only effective format for both bilateral and com-
prehensive dialogues on the trade aspects of sustainable development. In their joint summit
declarations, BRICS leaders have also repeatedly reaffirmed the mandate of UNCTAD as
an institution responsible for trade, investment, finance and technology issues in the con-
text of development [BRICS Leaders, 2014, p. 12]. All BRICS countries are members and
participants of key WCO agreements in the field of customs affairs. They are also members
of many commodity organizations (the International Organization for Standardization and
others):"” Russia and Brazil are members of the International Coffee Organization (1CO),
Russia and India are members of the International Grain Council (IGC), and Brazil, Rus-
sia and India are members of the ICCO [Khmelevskaya, 2014].

7 For more information on the activities of international commodity organizations see
Khmelevskaya [2014].
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WTO rules and practice are primarily aimed at maintaining a critically important bal-
ance: on the one hand, the sovereign right of WT'O members to use certain measures to
protect their national interests is inviolable; on the other hand, it is necessary to ensure that
WTO members do not abuse this right by using it to mask protectionist measures in the
process of interpreting and applying exemptions provided for in Article XX, both general
and those aimed at protecting people’s lives, their health and the viability of animals and
plants'® [Bernasconi-Osterwalder et al., 2012, pp. 319, 322—325]. In addition, the Agree-
ment on Sanitary and Phytosanitary Measures and the Agreement on Technical Barriers to
Trade of the WTO expand the list of such measures to precautionary ones. Their applica-
tion is conditioned by international custom and practice, and therefore is often hidden and
looks like the imposition of administrative barriers. The WTO Agreement on Subsidies and
Countervailing Measures (SCM) and the Agreement on Agriculture contain a special safe-
guards for agricultural imports. The former also contains the category of non-actionable
subsidies (Article 8)," including the financing of “green” technologies and innovations.

“Green economy” measures promoting the development of a low-carbon economy
and stimulating sustainable management in agriculture and forestry are becoming more
complicated each year. This includes the transition from controversial countervailing du-
ties and salvage fees to WTO-approved “green” public procurement [WTO, 2011] and vol-
untary quality standards. It also includes the formation of an “environmentally friendly
goods” category attributable to a new market-oriented type of regulation [UNEP, 1ISD,
2014, pp. 13—4]. According to UNCTAD, over a third of global imports are subject to a
variety of technical barriers — from inspection requirements to assessments of safety and
quality parameters. Every sixth product must meet sanitary standards [UNCTAD, 2013,
p. 3—5]. Moreover, these standards are increasingly confirming their protective assign-
ment, while developed high-income countries hide selective protectionism behind tech-
nical barriers (they regulate access to 65% of imported goods, which is half as much as in
Africa, and twice as high as in Asia and Latin America).?

The problem of preserving and restoring the resource base is both the national priority
of BRICS states and the focus of the BRICS multilateral dialogue since its launch: more
than 40% of the world’s forests and a third of the world’s arable land are located in Bra-
zil, Russia, India and China.?' In 2000—2008, more than half of the global increment of
government expenditures on forest maintenance was provided by China and India [FAO,
2016, p. 39]. The BRICS forestry sector employs from 147,000 people in South Africa to
3.841 million in China, while the production of industrial wood, paper and pulp, and wood
processing provides from 0.8% (Russia) to 1.7% (India) of GDP [FAO, 2014a, pp. 121-28].
At the same time, in agriculture and forestry, which are fully based on the exploitation of
natural and climatic resources, such measures are considered for their potential economic
and social consequences affecting almost one in four of the world’s inhabitants (judging by
the general BRICS population).

Agricultural production in the BRICS is a significant source of greenhouse gas emis-
sions (it accounts for up to 10% of global emissions in carbon dioxide equivalent).? Al-
though the share of emissions from agriculture and forestry in the total amount of anthro-

8 See more details at WTO [n.d.a].

¥ See more details at WTO [n.d.b].

2 Author’s estimations based on data in UNCTAD [2013].
2l Based on data in FAO [2014a].

2 Based on data from FAOSTAT database [FAO, n.d.].
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pogenic emissions is decreasing, due to the emissions generated by the use of synthetic
fertilizers in agriculture (with a share of 13%) and fossil fuels in other sectors, greenhouse
gas emissions are growing.?? Total exports of CO2-equivalent from China to developed
countries decreased from 827 million tons in 2002—2007 to 229 million tons in 2007—2012
[Pan et al., 2017, p. 935] both as a result of decreasing commodity exports growth and its
lower resource intensity, but mainly in line with structural changes in the economy (in par-
ticular, reduced consumption of solid fuels and lower energy intensity of production). Fur-
ther, seasonal factors and the consequences of global climate change (rising temperature,
droughts, natural disasters) have a radical impact on this sector — deforestation occurs at
the fastest pace in Brazil which is actively involving tropical forests in agricultural produc-
tion [FAO, 2016, p. 18].

In turn, unilateral “green” trade measures are increasingly becoming a tool for seg-
menting markets or protecting local producers from international competition. The de-
crease in the ecological intensity of 109 countries’ exports in 1988—2013 was accompanied
by an increase in the overall level of tariff load for finished goods [Kono, 2017], thus re-
ducing the effects of tariff escalation. The reasons for the solidarity of India and China on
“green” trade measures became obvious. They believe that such measures often contradict
international trade rules and therefore require equal treatment for similar goods, that they
can be used for hidden protectionism, and that they undermine the principle of common
but differentiated responsibility of countries at different levels of development [Ares et al.,
2009, pp. 13-8].

For BRICS countries, the likelihood that similar protection measures can be used to
hide protectionism within the group is growing (see Fig. 1a). This includes consistent in-
troduction of safety and quality standards (Brazil and Russia), technical barriers (Brazil),
and price control measures (China) along with a sharp drop in the number of anti-dump-
ing investigations and dominance of ecologically intensive raw materials and semi-finished
products in foreign trade (see Fig. 1b). China’s emissions export volumes are estimated to
reach 2,116.4 million tons per year, Russia’s —540.7 million tons, India’s — 319 tons and
Brazil’s — 66.6 tons [Makarov, Sokolova, 2014, p. 494].

On the one hand, the main items of Russian exports within the BRICS have the highest
carbon intensity: oil and petroleum products provide 61% of Russia’s exports accounting for
more than 58% of all BRICS fuel imports,?* along with fertilizers and forestry products. Then
come oil, mining and metallurgical products supplied by South Africa and organic chem-
istry exports from India. On the other hand, taking into account the weakness of BRICS
export positions on the mutual markets [Khmelevskaya, 2015a], Russian emissions imports
from China have substantially increased over the last decade (from 10% to 38%) [Makarov,
Sokolova, 2014, p. 493]. Open BRICS economies have differently experienced the reversal
of the global development cycle trajectory in 2013—2016. In Brazil and Russia, there was a
recession, in South Africa there was stagnation; China experienced a slowdown, while India
continued to grow [IMF, 2018, pp. 2—3].

Consequently, given the differentiation of the BRICS countries in terms of the qual-
ity of their growth and sensitivity to external shocks, market-oriented “green economy”
regulation is increasingly becoming a way of segmenting markets (of oil and petroleum
products in Russia and China) and protecting local producers from international compet-

2 For example, according to FAO calculations, greenhouse gas emissions resulting from
biological processes in paddy fields account for 10% of total emissions in agriculture.
24 Calculated as of end-2014 based on data from International Trade Centre [n.d.].
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Fig. 1. Non-tariff Trade Measures* (a) and Environmentally Intensive Exports within the BRICS**
(b) in 2009—-2016

Notes:
* The number of regulated goods.

** Share of categories “Raw materials and intermediate products” (OECD classification) in
intra-BRICS exports (%).

Source: Calculated and compiled by the author based on the World Integrated Trade Solution
software® and the OECD statistical database [n.d.].

2 The World Integrated Trade Solution (WITS) software provides multiple access to trade, tariff and
non-tariff databases of UNCTAD, International Trade Center (ITC), United Nations Statistical Division
(UNSD) and the World Trade Organization (WTO) [WITS, n.d.].
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ition (for agricultural products from Brazil and Russia). For today’s development models in
China, India and South Africa, the relationship between economic expansion and carbon
dioxide equivalent emissions is already weakly significant in terms of environmental risks
and threats, even if their annual increment of 5% to 10% is taken into account [Azevedo et
al., 2018, p. 114]. For Brazil and Russia, national development patterns still increase GHG
emissions extensively.

The issue of dirty fuels used in transportation, industry and production of environmen-
tally friendly goods purchased in the framework of social assistance and state population sup-
port programmes is also relevant. For example, India blocked the entry into force of the WTO
Trade Facilitation Agreement in 2014 until it received a waiver (provisional exemption) re-
lated to the rules for creating food stocks, ie., when food is purchased from small producers at
inflated prices with its subsequent sale in the local market at a lower price. In turn, China and
Russia participate in multilateral negotiations on the Environmental Goods Agreement based
on a list of 54 products®* compiled by the Asia-Pacific Economic Cooperation countries and
approved at the 2012 Vladivostok summit (including wind turbines, air quality controllers,
solar panels and other goods demandable in the local BRICS markets).

Conclusion

The foreign policy contour of the BRICS dialogue on sustainable development is set within
the UN system, the WTO, and other international fora based on a shared responsibility and
national obligations in the framework of international agreements and multilateral regula-
tions. As its alignment with development strategies occurs in different environments and at
different paces, the convergence of positions both within and outside the BRICS forumisin
line with their intra-economic priorities, and hence multilateral cooperation mechanisms
are included in national development plans: the transition of Russia and China to growth
based on domestic demand is accompanied by increased participation in cross-cutting in-
frastructure projects and supranational institutions, while overcoming the same structural
constraints in Brazil and South Africa is largely based on integration opportunities.

Broader involvement of intra-BRICS foreign trade relations in addressing the prob-
lems of quality development is partly hampered by the absence of free trade agreements, as
evidenced by the practice of applying hidden trade measures in the BRICS in 2011-2016.
Maintaining relatively similar low tariff loads in raw materials sectors, BRICS countries
hinder the turnover of “green” goods within the association through non-tariff measures —
technical barriers and price control measures along with a sharp drop in the number of
anti-dumping investigations, and quality standards in conditions of sustainably high turno-
ver of environmentally intensive raw materials. Crude oil and petroleum products account
for 80% of the almost twofold growth of Russian supplies to other BRICS countries (by
80% in 2009—2014).7

At the same time, given the differentiation of the BRICS countries in terms of quality
of growth and sensitivity to external shocks, if they diversify exports (of oil and petroleum
products from Russia and China) or protect local producers from international competi-
tion (for agricultural products from Brazil and Russia), using “green economy” measures
instead of raising tariffs for environmentally friendly goods can help maintain the levels of
trade and economic relations.

% See more details at: ANNEX C — APEC List of Environmental Goods [APEC, 2012].
27 Author’s estimations based on data from International Trade Centre [n.d.].
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Cmambs nocésuena ghopmuposaruto KoHmypa mHoeocmoponteeo ouanoea bPUKC oas yeneil peuwienus npobaem kaue-
cmea pazeumusi ¢ onopoil Ha Haubonee OeMOHCMPAMUBHYIO chepy UX IKOHOMUHECKO20 COMPYOHUYECmEd — 83AUMHYIO
mopeogat. Buewnenoasumuueckuii konmyp duanoea bPUKC — smo pasdesennas omeemcmeeHHoCmb U HAYUOHANbHbIE
oosizamenvemea 6 pamkax cucmemvt OOH, BTO u m.o. Tlockoavky eeo conpsijicerue co cmpameusmu pasgumusi Rpouc-
X00um 6 pasuuvix cpeoax u Ha pasaudHwixX ckopocmsax, conuicenue nosuyuii cmpan bPUKC — kak éne, mak u éHympu 06s-
eduHeHus — udem 6 pycae ux 6HympUusKOHOMUHECKUX NPUOPUMENMO8, a 3HAYUM, U GKAHUYEHUE MEXAHUIMO8 MHO2OCHIOPOH-
Heeo compyOHuuecmea 8 HAyUOHAAbHbIe NAAHb! PA3BUMUS UHKAIO3UBHO. BHeUWHeIKOHOMUUeCKUil KOHMYp — Mo cxodicue
02PaHUMEHUs 6HYMPEHHe20 PA36Umiisl, OCHOBAHHbIE HA IKCHAYAMAUUU NPUPOOHBIX PECYPCOB 6 CeNbCKOX03AUCIBEHHbIX U
00pabamvl8aUUX NPOU3BOOCMEAx, UCHOAb30BAHUE SPAZHBIX 8UO008 MONAUBA, IKOAOLUMECKU eMKULl IKCHOpM U 00uas
Heo0xX00uMOCmb COXPaHeHUs U 80CCMAHO8AEHUs PeCyPCHOU 6a3bl.

AHanumu4eckyo 0CHO8Y UCCAe008AHUsL COCMABUAL KOAUHeCMBeHHble napamemput 3aumnoli mopeoeau BPUKC 3a
2009—2017 ee., nokasamenu pecypcoemrxocmu skcnopma bPUKC, cmamucmuka nemapugnoix oepanuuenuii. Coxpanss
6 CbIPbEBLIX OMPACAAX OMHOCUMENLHO CXOJICYIO U N0 00UeMy Ypo8Hio HU3Kylo mapuguyro naepysky, bPUKC peeyaupyrom
000pom «3e1eHbixX» Mo6apos HYyMpu 006e0UHEHUS ¢ NOMOWLIO MEXHUHECKUX Oapbepos, Mep UeHO08020 KOHMPOAA U CAH-
dapmos Kauecmea npu yCmouugo 8blcoKoli 001e IK0A0UHECKU eMK020 Cbipbs. Buecme ¢ mem 6 ycaosusx ouggepenuyu-
ayuu cmpan BPUKC no kauwecmgy pocma u 4yecmeumenbHOCu K GHeUWHUM WOKAM 0OHU CIMPAHbl OUGepCUPUUUPYIOm
c8oll sxcnopm (Heghmov u npodykmul ee nepepabomiu u3 Poccuu u Kumas), opyeue 3awjuwarom mecmuwix npou3gooume-
seil (cenvxoznpodykuyus us bpasuauu u Poccuu), a mepoi «3eaeHoil SKOHOMUKU» 83aMeH NOBbLUEHUs MAapUudos Ha K010~
eUHecKy Hucmole moeapbl NOMOAarom y0epucams PolHKU.

Kmouesbie cioBa: BPVKC; Llenu ycroiiunBoro pa3sutus (LIYP); B3armHasi TOProBJisi; MEPHI «3eJI€HOI
3KOHOMUKW»; HeTaprU(HBIC OTPAaHUICHHS; 9KOJIOTMUECKU eMKHIl 9KCITOPT

Hnst uutupoBanust: XmeneBckass H.I. (2018) Kontypsl muanora BPMKC 1o ycToiidauBoMy pa3BUTHIO B peausx
BHENTHETOPTOBBIX OTHOIIeHUIT // BecTHUK mMexmyHapomaHbix opranusanmii. T. 13. Ne 4. C. 74—95 (Ha pycckoM u
aHmMiickoM si3bikax). DOI: 10.17323/1996-7845-2018-04-04.
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Abstract

The sustainable development goals (SDGs) adopted in 2015 by the United Nations (UN) in the 2030 Agenda for
Sustainable Development collectively serve as a universal guide for developed and developing countries in their
national policies and international cooperation aimed at combating global challenges. The SDGs build on the
outcomes of the Global Partnership for Development Co-operation (GPEDC), the foundations of which were laid
in the 20th century. This article explores the system of international development cooperation as it evolved in the
UN from 1946 until the adoption of the UN Millennium Declaration in 2000. It analyzes the resolutions and official
records of the main UN bodies, with emphasis on the General Assembly (GA) and the Economic and Social Council
(ECOSOC). Content analysis of the records reveals the delegations’ positions, interests, contradictions and tensions
which may have been concealed by the smooth text of the resolutions.

Four development decades culminated in adoption of the Millennium Declaration. Each stage had its
achievements and problems. The main principles, mechanisms and areas of cooperation were molded in early
sessions of the GA and ECOSOC. The creation of development support instruments began in mid-1940s, when the
World Health Organization (WHQO), the United Nations International Children’s Emergency Fund (UNICEF), the
Food and Agriculture Organization (FAO), the Expanded Programme of Technical Assistance (EPTA) and later the
UN Special Fund were established. The dollar monopoly was entrenched. The expansion of international trade and
removal of barriers to trade issues gained prominence in UN resolutions in the 1950s. In 1960 the goal of increasing
Sflows of assistance and capital to developing countries to 1% of the combined national incomes of economically
developed countries was set for the first time.

The period from 1961—1970 was marked by the adoption of the Programme for International Development
Co-operation — including the First United Nations Development Decade and the World Food Programme (WFP),
the establishment of the UN Industrial Development Organization (UNIDO) and the UN Conference on Trade
and Development (UNCTAD), and by the elaboration of the international development strategy for the second
development decade. The need for international monetary reform was debated in conjunction with the UN’s pursuit
of a solution to the problems of rising debt and international liquidity.

The key milestones of the second decade include the gradual integration of development and environment
issues, efforts to resolve the international monetary crisis and alleviate the rising debt burden, an increase of pledged
targets for the UN Development Programme (UNDP), the WFP and Special Fund, the decision on the Charter
of Economic Rights and Duties of States, efforts to implement the differential treatment principle with regard to
developing countries within the General Agreement on Tariffs and Trade (GATT), adoption of the International
Development Strategy for the Third United Nations Development Decade, and a failed attempt to launch “global

! The editorial board received the article in August 2018.
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negotiations on restructuring of international economic relations on the basis of the principles of justice and equality
in order to provide for steady economic development.”

In the third decade, progress was made toward strengthening the science and technology capacity as well as the
industrial and resource development capacity of developing countries. The UN endorsed the Global Strategy for Health
Jor All by the Year 2000, adopted the Declaration on the Right to Development and the International Development
Strategy for the Fourth United Nations Development Decade. The transition to a sustainable development model was
a major achievement. The economic recession, high rates of interest, inflation and mounting deficits, the problems
of liquidity and balance of payments, protectionism and structural imbalances in the world economy required a
comprehensive decision on the reform of the international monetary system. However, global negotiations were
deadlocked due to the position taken by the Group of 7 (G?7) that the independence of the specialized agencies such as
the International Monetary Fund (IMF), the World Bank (WB) and the World Trade Organization (WTO) should
be guaranteed. Despite efforts by the Group of 77 (G77) to deal comprehensively with the full range of economic
issues, the G7’s insistence on the 1982 Versailles summit formula blocked global negotiations, defining the system’s
rigidity for many years to come and contributing to its failure to prevent the 1998 and 2008 crises.

The Agenda for Development adopted in June 1997 and the UN Millennium Declaration adopted in September
2000 became the landmarks of the fourth decade and development cooperation history.

The international community came a long way in building and consolidating development cooperation in
the second half of the 20th century. The UN became a cradle and a driver of this process and was a factor in its
success. Indisputable achievements resulting from collective efforts over 55 years include a consistent consolidation
of its foundational programme documents from the first development decade to the Millennium Development Goals
(MGDs), continuous improvement of the review and appraisal process, integration of environmental issues into the
development agenda, establishment of key development cooperation institutions and a significant increase in financing
Jor development. However, efforts to create the conditions for sustained progress and development restructuring of
the international economic system taking account of the interests of developing countries failed. The 21st century
inherited the systemic problems of the international monetary and trade systems.

Key words: cooperation for development; United Nations; General Assembly; ECOSOC; UNDP;
international financial institutions
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The United Nations (UN) sustainable development goals (SDGs) established in the 2030
Agenda for Sustainable Development adopted in 2015 collectively serve as a universal guide
for developed and developing countries in their national policies and international cooperation
aimed at meeting global challenges. The SDGs build on the outcomes of the Global Partner-
ship for Development Co-operation (GPEDC), the foundations of which were laid in the 20th
century. This article explores the system of international development cooperation? as it evolved
in the UN from 1946 until the adoption of the UN Millennium Declaration in 2000.

Methodology

This study analyzes the resolutions and official records of the UN’s main bodies, and especially
of the General Assembly (GA) and the Economic and Social Council (ECOSOC). Content
analysis reveals the delegations’ official positions, interests, contradictions and tensions which
may have been concealed by the smooth text of the resolutions. In this quantitative analysis, all

2 Development cooperation is understood as an activity that aims explicitly to support national or in-
ternational development priorities which is not driven by profit, which discriminates in favour of developing
countries and which is based on cooperative relationships that seek to enhance developing country ownership.
See J. Alonso and J. Glennie [2015].
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resolutions on cooperation for development have been integrated into a special database and
sorted by session and area.? In total, 9,713 GA resolutions and 3,774 ECOSOC resolutions were
included in the database; of these 1,010 and 576 were on development, respectively.

Nine categories of documents have been identified:

1. Basic programme documents, including declarations, strategies and charters.

2. Trade policy and development issues. This includes four sets of resolutions. First, docu-
ments on trade expansion in developed and developing countries, the rejection of protection-
ism and the creation of preferential terms of trade for developing countries. Second, resolu-
tions on multilateral trade negotiations. Third, resolutions condemning the use of sanctions and
other restrictive measures against developing countries. Fourth, specific issues such as inflation
effects on the prices of goods important to developing countries.

3. Development financing issues, including official development assistance, debt relief
and the role of international financial institutions such as the International Monetary Fund
(IMF), the World Bank (WB) and regional development banks (RDBs).

4. Sectoral development. This category includes resolutions related to sectors such as agri-
culture and food, industry, science and technology, education and health care.

5. Special needs of individual countries, including least-developed countries, small island
states and landlocked countries.

6. Organizational and operational issues, including reports on UN operations, the work
of special UN programmes, decisions to strengthen coordination between specialized agencies
and resolutions on the establishment of governing bodies.

7. Creation of UN instruments (special funds, regional commissions, etc.).

8. Disarmament and development.

9. Special development issues (the role of women in development, UN volunteers, etc.).

The parameters for the quantitative analysis include the number of resolutions, the share
in the total number, the number and share of resolutions in individual categories and the dy-
namics over years and decades.

A Good Start is Half the Battle? 1946-1960s

Although the resolution on the first development decade was adopted only in 1961, the GA
and the ECOSOC had been shaping the basic principles, mechanisms and areas of cooperation
from their first sessions.

During this period, the World Health Organization (WHO), the United Nations Inter-
national Children’s Emergency Fund (UNICEF), the Food and Agriculture Organization
(FAO), the International Finance Corporation, the Expanded Programme of Technical As-
sistance (EPTA), regional economic commissions and the UN Special Fund were established.

In the resolutions and decisions of the first session, devoted mainly to the UN’s institu-
tional development, issues of direct relevance to economic and social development featured
prominently. Thus, six out of 68 resolutions were devoted to the establishment (activities) of
specialized organizations, including the WHO, the International Organization for Refugees
and UNICEEF. A resolution entitled “Agreements with Specialized Agencies” laid the founda-
tion for cooperation with specialized organizations [UN, 1946]. The GA also discussed and
unanimously adopted resolutions on the economic rehabilitation of devastated regions and on
overcoming food shortages. Five out of 79 resolutions of the GA’s second session approved the

3 Documents were considered as resolutions on development cooperation if, in one way or another, they
contributed to the formation of a collective system: principles, goals, mechanisms or instruments. Resolutions
on assistance to specific countries were not included in the database and were not counted in statistics.
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activities of specialized organizations (WHO, UNICEF) and the principles of coordination and
cooperation with them [UN, 1947a]. The GA also endorsed the work of the ECOSOC* on the
preparation of annual reports on global economic conditions and trends [UN, 1947b], calling
for recommendations to improve living standards, ensure full employment and create condi-
tions for economic and social progress and development [UN, 1947¢]. However, development
assistance and development cooperation issues were not discussed at either of the first two ses-
sions.

Issues of economic assistance to underdeveloped countries were included in the GA’s
agenda for the first time at the third session, which adopted resolutions on economic develop-
ment of underdeveloped countries [UN, 1948a] and technical assistance for economic devel-
opment [UN, 1948b]. Having supported ECOSOC’s Resolution 167 on facilitating the loan
process of the International Bank for Reconstruction and Development (IBRD), the GA cre-
ated a time bomb: debt began to accumulate very quickly and even by the 1960s debt relief issues
became critical, along with the search for sources of development financing. Issues of assistance
to underdeveloped countries were discussed at almost all subsequent sessions up to 1960, in-
cluding not only the expansion of technical assistance, but also practical aspects of mobilizing
public and private capital to finance non-self-financing projects that were crucial for economic
development [UN, 1950].

The amount of funding in the first years was not significant. Funds allocated to the organ-
izations participating in the EPTA by the Technical Assistance Committee for 1956 amounted
t0 $29,734,085 [UN, 1955]. The majority of funding was provided to the FAO ($8,057,000), the
UN Technical Assistance Administration ($6,434,852), the WHO ($5,689,280) and the UN
Educational, Scientific and Cultural Organization (UNESCO) ($4,940,933). This distribution
trend persisted in subsequent years. Until the late 1950s, the financing of the EPTA grew insig-
nificantly, reaching the equivalent of $32,241,079 in 1960 [UN, 1959a]. The same year, $150
million [UN, 1960a] was announced as a funding target of the Special Fund and EPTA, and
for the first time an objective was set to increase the provision of international assistance and
capital to 1% of the national income of advanced economies as soon as possible [UN, 1960b].

In the late 1940s, the process of creating development assistance instruments began. Deci-
sions were often preceded by heated discussions. For example, 16 countries, including Canada,
Australia, New Zealand, the United Kingdom, the United States, France, the Netherlands,
Belgium, Sweden, and Denmark [UN, 1952a], opposed the creation of a special fund for subsi-
dies and long-term low-interest loans to underdeveloped countries, arguing that contributions
from countries that voted against the resolution made up 78% of the UN budget and 90% of the
budget of the EPTA, while remaining silent about their clear preference to channel aid flows
through the IMF and the IBRD. Developing countries, the initiators of the resolution, insisted
that the IBRD’s lending policy did not allow underdeveloped low-income countries to get loans
as they had limited resources to service the debts [UN, 1952b, pp. 331—-338]. The preferences
of major donors to mobilize private capital for investment in less-developed countries without
using government guarantees were reflected in the resolutions of the eighth and ninth sessions
of the GA (“On Creating an IFC for Economic Development” [UN, 1953] and “Question of
the Establishment of an IFC” [UN, 1954a], respectively).

The path from the decision to create development assistance instruments to their imple-
mentation was long and not always successful, since the operational activities of the established
structures ultimately depended on voluntary contributions. The decision to establish the UN

4 According to Article 62 of the charter, the ECOSOC should “initiate studies and reports with
respect to international economic, social, cultural, educational, health, and related matters and may make
recommendations with respect to any such matters to the General Assembly to the Members of the United
Nations, and to the specialized agencies concerned.”
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Special Fund for Economic Development [UN, 1954b] was made in 1954 at the ninth session.
After a lengthy study, a resolution was adopted at the 12th session to create the fund no later
than 1 January 1959 to help implement projects relevant to countries’ economic development.
The financial resources of the Special Fund amounted to $100 million a year, to be received
mainly from annual voluntary contributions which were to be specified several years in advance
[UN, 1957a]. However, behind this smooth formulation were significant differences between
the members of the preparatory committee’ regarding the objectives of the fund, its modalities
and the amount of funding. The initial idea (of France) was that technical assistance should
be provided to underdeveloped countries through an appropriate programme. National and
international banking institutions would finance profitable operations, and the new fund would
be designed to finance unprofitable projects necessary for further economic development. The
USSR believed that “the Special Fund should provide credit facilities and should grant the
underdeveloped countries low-interest or interest-free loans and subsidies, but it should not
disburse all the contributions and funds it receives, as would a charitable organization. It is only
in this way that the Special Fund can increase its capital and expand its operations, ultimately
raising them to the levels required to meet the vast needs of the economic development of the
underdeveloped countries” [UN, 1957b, p. 811]. The proposal made at the GA session on the
use of the fund for capital development was forcefully rejected by the United States. The U.S.
argued that the fund’s resources were insufficient, since in order to support capital develop-
ment, “financial support in the neighborhood of 400 or 500 million dollars in generally usable
currencies should be available on an annual basis... in addition to the sums provided for United
Nations programmes of technical assistance” [p. 813].

At the thirteenth session, the GA adopted a resolution establishing the Special Fund, but
not the Fund for Economic Development. It was stated that contributions should be made in
currencies readily usable by the Special Fund, consistent with the principles of efficiency and
economy, or in currencies transferable to the greatest possible extent into a currency readily us-
able by the fund [UN, 1958a]. The USSR voted for the draft resolution, but considered it an
“interim measure pending the establishment of a really universal fund for the economic develop-
ment of underdeveloped countries, of transforming the Special Fund into SUNFED, i.e., into a
fund for the financing of the economic and industrial development of under-developed countries
and therefore a fund with much wider aims and terms of reference” [UN, 1958b, pp. 504—5].
This was the position shared by developing countries and socialist states. The GA endorsed the
report and unanimously approved the start of the Special Fund’s operations at the 14th session
[UN, 1959b], and in 1965 the decision was made to consolidate the Special Fund and the EPTA
into a UN Development Program (UNDP) [UN, 1965a]. The question of the UN Capital De-
velopment Fund, established by the GA’s policy decision in 1960 [UN, 1960c]|, remained on the
GA and ECOSOC agendas for a long time, but it has never become an effective instrument for
development financing. In 1967, the fund was essentially integrated into the UNDP and the ad-
ministrator of the UNDP was entrusted with administering the fund by performing the functions
of the managing director, while the governing council of the Programme assumed the functions
of the executive board of the fund. It was decided that the pledging conference on the fund would
be convened simultaneously with the pledging conference on the UNDP [UN, 1967].

At the first stage of the establishment of development cooperation instruments, the dollar
monopoly became entrenched. The wording on making contributions in convertible curren-
cies has been included in most resolutions on budgeting. The debate at the 11th session [UN,
1956a] on a U.S.-initiated resolution on the use of currencies was illustrative [UN, 1956b]. The

> Ghana, Denmark, Egypt, India, Canada, Mexico, the Netherlands, Pakistan, Peru, the United
Kingdom, the United States, the Union of Soviet Socialist Republics, France, Chile, Yugoslavia and Japan.
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document proposed the use of convertible currencies if states provided financing in excess of
$500,000. The USSR opposed a resolution “undermining the principle of voluntary contri-
butions by the member states to the programme for financing technical assistance to under-
developed countries.” The USSR’s representative declared: “In the opinion of the Soviet del-
egation, contributions to the United Nations programme of technical assistance should, at the
discretion of each country, be made in national currencies, on a voluntary basis and without any
limitations whatever. The Soviet delegation wishes to make it quite clear that it is opposed to any
limit being placed on the amount that countries can contribute to the United Nations technical
assistance programme in national currencies. It opposes any limitation or discrimination with
regard to the individual currencies of other States Members of the United Nations. The United
Nations should not give any preferential treatment to individual currencies, including the Unit-
ed States dollar. The Soviet Union has adequate means, considerable industrial and technical
experience and duly qualified experts enabling it to provide under-developed countries with
effective and beneficial technical assistance in the full amount of its contribution and in any
form consistent with the principles of the United Nations. The Soviet rouble is one of the most
stable and readily usable currencies in the world for purposes of providing technical assistance.”
[UN, 1956a] However, with 64 votes in favour, 7 against and 2 abstentions, a draft resolution
was adopted to refer the records of the debate to the ECOSOC and the Technical Assistance
Committee to consider the issue at the 24th ECOSOC session, where the use of convertible
currencies was approved.

An integrated approach and the principle of creating both internal and external condi-
tions for development were established during the first decade of cooperation. For example, the
resolution on the industrialization of underdeveloped countries included taxation issues (avoid-
ance of double taxation) to attract private capital, as well as the question of an integrated and
coordinated approach to industrialization and labour productivity [UN, 1957¢]. The role of in-
ternational economic and trade policy in development became the subject of debate for the first
time at the fourth session of the GA, where it was recommended that the ECOSOC take into
account the influence of policy measures on the economic development of underdeveloped
countries when making recommendations to the GA [UN, 1949]. The resolution “Develop-
ment of International Economic Cooperation and the Expansion of International Trade” em-
phasized the role of trade in economic development, the need to reduce barriers, expand trade
and approve an agreement establishing the organization for trade cooperation [UN, 1957d].

At the end of the decade, issues related to the development of the world market and the
improvement of trade conditions for development occupied an increasingly important place in
development resolutions [UN, 1959¢], including measures aimed at combating price fluctua-
tions in commodity markets [UN, 1959d], expanding markets and facilitating access of com-
modities of underdeveloped countries to the markets of developed countries [UN, 1960d] and
increasing the share of their products in international trade [UN, 1960e]. At the same time,
decisions were taken that created the risk of market price fluctuations and barriers to the sale
of agricultural products of developing countries [UN, 1960f]. This was the case, for example,
with a resolution adopted at the suggestion of the U.S. and Canada on the provision of food
surpluses to food-deficient peoples through the UN system [UN, 1960g]. The efforts of a num-
ber of developing countries to create an international trade organization were ignored or faced
polite resistance from the members of the General Agreement on Tariffs and Trade (GATT).¢

In general, despite the difficulties of establishment, in the early years the foundation
was laid for future cooperation: specialized institutions, funds, programmes and coordination

¢ The USSR did not take part in the creation of the International Trade Organization (ITO) during the
development of its charter, which was completed at the conference in Havana (November 1947—March 1948).
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mechanisms were created, and priorities for creating internal and external conditions for devel-
opment were identified, including the expansion of international trade and financing for indus-
trial and agricultural development. For the first time, an objective was formulated to increase
the volume of international assistance and capital provision to 1% of the national income of
economically developed countries.

The First United Nations Development Decade, 1961-1970

The period from 1961—1970 was marked by the adoption of the programme for international
economic cooperation — the United Nations Development Decade and the World Food Pro-
gramme (WFP), the establishment of the UN Industrial Development Organization (UNI-
DO), the UN Conference on Trade and Development (UNCTAD) and the UNDP, the adop-
tion of the International Development Strategy for the Second United Nations Development
Decade, and efforts to reform the international monetary system. These are only some of the
milestones in the evolution of development cooperation during this period.

The First United Nations Development Decade’s key programme document [UN, 1961a]
identified measures “required on the part of both developed and developing countries to ac-
celerate progress toward self-sustaining growth and of the economy of the individual nations
and their social advancement...with each country setting its own target, taking as the objective a
minimum annual rate of growth of aggregate national income of 5% at the end of the Decade.”
These measures included assistance in industrialization, creation of a highly productive agri-
cultural sector, mobilization of domestic resources, elimination of hunger and disease, develop-
ment of education and vocational training, and research activities. The GA called on member
states to provide market access for products from developing countries, to carry out activities
aimed at providing developing countries with an equitable share of earnings from the extrac-
tion and marketing of their natural resources by foreign capital, and to take measures aimed at
stimulating the inflow of private investment capital on terms satisfactory both to the capital-
exporting and capital-importing countries. At the same time, the goal of accelerated capital
inflows and technical assistance to developing countries was reiterated in order for these indica-
tors to achieve 1% of the total national income of economically developed countries as soon as
possible. Governments and specialized agencies were requested to provide information on the
gross and net amount of capital inflows and international assistance to the Secretary-General
[UN, 1961b]. The planned financing targets for the Special Fund and the EPTA were gradually
increased. And in 1965, the UNDP was created through the merger of the Special Fund and the
EPTA [UN, 1965b]. Though it was intended to preserve two funds, the characteristic features
of the two programmes and the option to make contributions separately.

To support industrialization and expansion of UN activities in the field of industrial devel-
opment, the decision was taken to establish a specialized body [UN, 1963a]. The resolution of
the 20th session of the GA established the UNIDO as an autonomous organization. It was de-

The charter of the ITO was signed by more than 50 states and could enter into force after ratification by a ma-
jority of signatories. However, due to the changed position of the United States, the charter did not enter into
force. During the preparation for the Havana conference, a group of 23 states held talks on tariff concessions
and on 30 October 1947 signed the final act of the first tariff conference, which included the text of the GATT.
The participating countries pledged to comply with the general principles of the first to fourth and ninth chap-
ters of the Havana Charter. On 1 January 1948, the Protocol on the Temporary Application of GATT entered
into force. In the future, the development of the international trading system was carried out mainly under the
influence of the GATT [Shumilov, 2005]. However, in the 1950s, the USSR repeatedly raised the issue of the
establishment of the ITO for the development of world trade and overcoming the closure of the GATT, which
is “closed and limited...from the point of view both of its composition and its functions” [UN, 1959, p. 963].
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cided that its administrative and research activities would be financed from the regular budget
of the UN while its operational activities would be financed by voluntary contributions [UN,
1965c¢] and by resources from the UN regular programme of technical assistance [UN, 1966a].

The WFP was established on an experimental basis with an expected volume of voluntary
contributions of $100 million per year. The programme aimed to supplement food aid with
support for agricultural sector development [UN, 1961c]. The target for contributions to the
programme grew steadily and already by 1969 voluntary contributions for 1971—72 were ap-
proved in the amount of $300 million, of which at least one third should be in cash and services
[UN, 1969a].

Issues of trade as a resource for economic development remained in the spotlight. Trying
to correct the effects of the decision on food surpluses, the GA called for the avoidance of steps
leading to discrimination and fluctuations in commodity price markets, prevention of adverse
market consequences associated with the disposal of surpluses, and convening of a conference
on international trade problems, especially relating to commodities [UN, 1961d]. The USSR,
which put forward the idea of holding the conference, considered its main goal as being “to
work out practical and effective recommendations and measures for the development of trade
among all countries of the world without discrimination and artificially created restrictions
or obstacles... removal of artificially created obstacles to trade between East and West and to
trade among other countries of the world” [UN, 1963b, p. 212]. At the same time it regarded
the conference as the first step toward the creation of an international trade organization. The
memorandum of the Soviet delegation entitled “Preliminary Considerations Regarding the
Main Provisions for an International Trade Organization” outlined the main provisions, prin-
ciples and objectives of the ITO. The proposal did not find support from GATT members, and
as a result, UNCTAD [UN, 1965d] became the key UN body on trade and development. Its
functions included promoting international trade, formulating principles and policies regarding
international trade and related problems of economic development, facilitating coordination of
other UN agencies in the field of international trade, and harmonizing trade and related devel-
opment policies of governments and regional economic groupings.

In order to improve the efficiency and coordination of the activities within the UN system
in pursuit of the UN development decade goals, a general review of programmes and activities
of the UN, the specialized agencies, the International Atomic Energy Agency, the UN Chil-
dren’s Fund and other UN institutions and agencies in the economic, social, technical coop-
eration and related fields was carried out in the middle of the decade [UN, 1966b]. An analysis
of the preliminary results from the decade was conducted. In 1966, following the report of the
secretary-general on the interim results, a decision was taken on an international development
strategy for the 1970s [UN, 1966¢]|. The same year, the GA instructed the ECOSOC to prepare
a draft declaration on social development to define the objectives and the methods and means
of achieving them [UN, 1966d] in order to complement economic development programmes
with social development measures.

An assessment of the progress made toward the goal that the inflow of external resources
to developing countries should reach 1% of the national income of each developed country
showed that the debt-servicing burden in 1965 exceeded by more than half the loans received.
Net inflow of aid to developing countries remained almost unchanged from 1961 to 1965
($6,600 million), and the rapid increase in the debt-servicing burden would completely absorb
capital inflows in 15 years [UN, 1966¢]. The GA urged developed countries to provide at least
80% of assistance in the form of grants and loans at interest rates of 3% or less with a repayment
period of 25 years or more, increase the share of untied aid, fulfill the targets set for contribu-
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tions to the UNDP and increase contributions to the International Development Association
(IDA) by the end of 1968 [UN, 1966f].

The problems of growing debt and descreasing international liquidity determined the need
for a reform of the international monetary system to make it more responsive to the require-
ments of economic growth of both developed and developing countries [UN, 1966g]. At the
23rd session (1968), the GA approved the decision of the IMF Board of Governors to establish
the special drawing rights facility and called on member countries for the early ratification [UN,
1968a]. Welcoming the historic decision of the board of governors on the first allocation of $9.5
billion in special drawing rights (SDRs) among the fund participants for a period of three years
starting 1 January 1970, the GA invited members to consider the possibility of establishing a
link between the allocation of the new reserve asset and the provision of additional financing
to developing countries, as well as speeding up consideration of quota adjustments to meet the
special needs of developing countries [UN, 1969b].

Most development issues were worked out within the Second Committee of the GA (eco-
nomic and financial issues). However, development issues were integrated into the work of all
committees. The use of resources released as a result of disarmament was discussed by the First
Committee (issues of disarmament and international security). The right to development was
the focus of the Third Committee (social, cultural and humanitarian issues). One of its achieve-
ments was the adoption of the Declaration of Social Progress and Development in 1969 [UN,
1969c]. The declaration emphasized the interdependence of economic and social development,
calling for a change in international economic relations, in which equality of opportunity should
be as much a prerogative of nations as of individuals within a nation.

In the first development decade, there the tendency to integrate development assistance
and environmental issues emerged [UN, 1968b]. During the preparation of the UN Confer-
ence on the Human Environment, there was an acute discussion of the alignment of the In-
ternational Development Strategy for the Second United Nations Development Decade goals
to improve and preserve the ecological balance with the financial responsibility in the form
of additional assistance to developing countries [UN, 1970a, p. 3]. Canada, France, Japan,
Luxembourg, New Zealand, South Africa, the United Kingdom, the United States, Australia
and Belgium voted against this provision. It was decided that a second session of the prepara-
tory committee would be held to consider the issue of providing additional funds to developing
countries for the protection of the environment [UN, 1970b].

The International Development Strategy for the Second United Nations Development
Decade, adopted after a lengthy preparation and taking into account the evaluation of pro-
gress of the first decade, did not include environmental conservation in the goals, objectives or
policy measures of development cooperation [UN, 1970c]. The declaration stated a sustained
improvement in the well-being of everyone and bestowing benefits on all as an ultimate objec-
tive. It recorded the key principles: the entire international community bears a common and
shared responsibility for economic and social progress while the primary responsibility for the
development of developing countries rests upon themselves. The following objectives were set:
to achieve by 1980 the growth rate of the developing countries’ gross product of at least 6%, per
capita product of at least 3.5%, a manufacturing output growth rate of 8%, agricultural output
growth of 4% and annual growth in exports and imports of 7%. To achieve these goals, meas-
ures were envisaged to expand trade and economic cooperation and remove barriers to trade, as
well as special measures taking into account the special needs of least-developed countries and
landlocked countries. The priority source of financing was mobilization of developing coun-
tries’ resources by strengthening tax administration systems, increasing the efficiency of public
enterprises and creating conditions for private investment. Developed countries were expected
to provide investments and assistance: By 1972, the target volume of financial resource transfers
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to developing countries were meant to reach a minimum net amount of 1% of their gross na-
tional product at market prices annually. A major part was supposed to be provided in the form
of official development assistance (ODA). Each economically developed country should exert
its best efforts to reach a minimum net ODA amount of 0.7% of gross national product (GNP)
at market prices by the middle of the decade. A system of measures was provided to ensure a
systematic review and assessment of the implementation of goals and objectives at all levels.
Thus, for the first time, a comprehensive document was adopted which became the foundation
of international development cooperation for the next decades. Financial objectives for assis-
tance in the amount of not less than 1% of the GNP of economically advanced countries were
also recorded in the Declaration of Social Progress and Development, adopted a year earlier at
the 24th session of the GA [UN, 1969d].

The Second United Nations Development Decade,
1971-1980: G77 versus G77?

The key milestones of the Second United Nations Development Decade include the gradual inte-
gration of development and environmental issues, efforts to overcome the international monetary
crisis and to provide liquidity and financing for development, alleviation of the growing debt burden
of developing countries, increased pledging targets for the UNDP, the WFP and special funds, de-
cisions on the development and adoption of the Charter of Economic Rights and Duties of States,
efforts to promote implementation of the differential treatment principle with regard to developing
countries in the framework of the GATT, preparation and adoption of the International Develop-
ment Strategy for the Third United Nations Development Decade and the unsuccessful attempt to
launch global negotiations on international economic cooperation for development.

At the beginning of the decade, the preparatory process for the UN Conference on the
Human Environment (Stockholm Conference) was overshadowed by the struggle between the
USSR and the socialist countries on the one hand, and the United States and NATO countries
on the other, for the right of the German Democratic Republic to participate on equal terms
[UN, 1971a].” In 1971, on the eve of the conference a GA resolution for the first time laid the
principle of common but differentiated responsibility for maintaining ecological balance, and
also the sovereign right of each country to exploit its resources in accordance with the needs
of development in such a way that its environmental policy does not have a negative impact on
economic growth of developing countries. The resolution emphasized that the development of
international cooperation to prevent, eliminate or reduce adverse environmental effects should
not negatively affect the progress of developing countries, including the deterioration of the
terms of trade as a result of creating additional obstacles such as non-tariff barriers, decreases
in the inflow of international development assistance and deterioration of its terms and condi-
tions [UN, 1971b]. In December 1972, noting the recommendations of the conference, the GA
emphasized that resources for environmental development programmes should be additional
in relation to the existing level and the projected growth in resources stipulated in the Interna-
tional Development Strategy [UN, 1972a]. These principles have become fundamental in the
UN system for many decades of development cooperation.

In the course of the second decade, the issues of financing for development and servicing
developing countries’ debt remained acute. According to WB estimates, the growing burden

7 The German Democratic Republic (GDR) at that time was not a member of any UN agencies. In 1972,
the Federal Republic of Germany and the GDR signed the Basic Treaty, and both countries were admitted to
the UN in September 1973. At the 26th session, the socialist countries proposed to postpone the conference
until 1973 so that the question of the GDR’s participation could be raised again at the 27th session.
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of external debt exceeded $7,000 million in 1972 [UN, 1972]. The first biennial review of the
implementation of the International Development Strategy for the Second United Nations De-
velopment Decade showed that the net aggregate transfer of financial resources was lower than
planned amounting to 0.69% of the GDP in 1972, while the ODA level stood at 0.33% in 1972,
decreasing from 0.86 and 0.50 respectively in 1961 [UN, 1973a]. Inflation, the limited access
of developing countries to the financial markets of developed countries and lack of progress
in the reform of the international monetary system exacerbated the situation. Reform of the
international monetary system [UN, 1973b], replenishment of the International Development
Association [UN, 1975a], recapitalization of the IBRD [UN, 1976a, 1979¢] and the impact of
inflation on the development process [UN, 1977a] remained high on the GA’s agenda. The
issues of taking into account the interests of developing countries in revising IMF quotas, en-
suring greater international liquidity, creating a link between SDRs and additional resources
for financing development were discussed at each session of the GA [UN, 1971c]. Steps to re-
form the international monetary system were limited to measures within the IMF. This was the
principled position of the United States, while the Soviet Union, not participating in the IMF,
opposed such an approach. At the 34th session of the GA, the United States and its partners
opposed [UN, 1976b, p. 450] and subsequently practically blocked the proposals of the Group
of 77 to consider a programme of action for further development of the international monetary
system so that “progress in this area could contribute to the establishment of the new interna-
tional economic order” [UN, 1979f].

The United States has consistently opposed resolutions to accelerate the transfer of real
resources to developing countries, including to meet the target of 0.7% of the gross national
income, revise rules concerning access of developing countries to capital markets, and reorgan-
ize the entire system of debt renegotiation so that it ensures the achievement of development
goals rather than commercial ones [UN, 1976¢]. The United States also opposed reorganizing
the entire debt repayment system and improving access to international capital markets [UN,
1977b].

In 1977, debts amounted to $200 billion, which was the result not only of insufficient
assistance, but also reduced export earnings and increased import costs. The GA and UNC-
TAD had consistently advocated for eliminating trade barriers, urging the participants of the
Tokyo Round of multilateral trade negotiations to take into account the interests of developing
countries, provide significant concessions on products from the least-developed countries, and
preferences for goods from developing countries [UN, 1972c]. The United States objected to
the principle of non-reciprocity and differential and special treatment in favour of developing
countries, significant reduction in tariff and non-tariff restrictions on the trade of developing
countries, and elimination of restrictions in, and improvement of, the generalized system of
preferences [UN, 1978a, 1978b, 1979g]. It may be recalled that the results of the Tokyo Round
were modest.

Efforts to create an external environment for development were accompanied by meas-
ures to strengthen UN mechanisms. UNDP resources were increasing. In the first half of the
decade, an objective was set to increase contributions by 15% annually to promote the goal
of doubling resources by 1975 [UN, 1972d]. It was decided that a UN special fund would be
established under the auspices of the GA, as a part of the special programme to provide emer-
gency relief and development assistance. The fund was empowered to make grants and loans on
concessionary terms, and, as appropriate, to participate in investments to countries most seri-
ously affected by economic crises and to enter into management contracts with the IBRD, the
IMF and the regional development banks [UN, 1974]. The objective was set again to ensure the
achievement of a funding target of $1 billion [UN, 1975b].

In accordance with the objectives in the second development decade to increase growth rates
in industrial and agricultural production, specialized development assistance bodies in these areas
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were strengthened. The UN Industrial Development Fund [UN, 1976d] was created to supple-
ment the UN Industrial Development Program. An objective was set to achieve the Industrial
Development Fund funding level of $70 million by 1979 [UN, 1978c¢]. Later the resources of the
fund and the program were pooled. At the same time the transformation of the UN Industrial De-
velopment Organization into a specialized agency [UN, 1977¢] and strengthening of operational
activities in the field of industrial development began [UN, 1977d]. The target for contributions
to the WFP was growing and amounted to $950 million for the last biennium of the decade [UN,
1977¢]. The International Fund for Agricultural Development with a target amount of funding of
SDR 1 billion was established [UN, 1975¢]. The growing role of science and technology in facili-
tating growth and development was reflected in the approval of the Vienna Programme of Action,
the decision to establish the Intergovernmental Committee and the Centre for Science and Tech-
nology for Development within the UN Secretariat, and the creation of a financing system with
expected Interim Fund resources of $250 million [UN, 1979a].

In preparing an international development strategy for the third development decade, key
programme measures were identified in the areas of improving conditions for agricultural pro-
duction, developing infrastructure, promoting industrialization, improving the terms of trade,
reforming the monetary system and promoting the transfer of technology [UN, 1978d]. It was
proposed that the flow of resources to developing countries should significantly increase so
that funding during the 1980—1990 decade would amount to $300 billion with annual commit-
ments of at least $25 billion during the early years [UN, 1979b].® The International Develop-
ment Strategy for the Third United Nations Development Decade [UN, 1980a] set even more
ambitious goals than its predecessors, envisioning an average annual rate of GDP growth of
7%, per capita gross domestic product growth of about 4.5% per year, accelerated growth of
manufacturing output of about 9% per year, an increase in the share of developing countries
in world manufacturing production to 25% by 2000, gross investment of 28% of GDP by 1990,
and exports and imports growth of 6% and 8% respectively.

As the most important condition for the development of developing countries and the
growth of the global economy, the objective of intensifying efforts to restructure the interna-
tional monetary system was postulated: “The international monetary system should provide
for the equitable and effective participation of developing countries in decision making, taking
into account, inter alia, their growing role in the world economy, as well as a symmetrical and
efficient adjustment process, stability of exchange rates of international currencies, and further
strengthening and expansion of the special drawing rights as the central reserve asset in order to
ensure better international control over the creation and equitable distribution of international
liquidity” [UN, 1980a, para. 26].

The parameters of financing for development remained at the level established in the first
and second development decades: an increase in ODA to 0.7% of developed countries’ gross
national product by 1985 and further growth to 1%. To ensure food security and eradicate hun-
ger, WFP resources must grow to at least $1 billion a year. Members of the European Com-
munity, the U.S., Canada and Australia expressed their support for the Strategy. The European
Community reaffirmed full readiness to make its best effort to achieve the target of 0.7% of
gross national product by the end of the decade [UN, 1980b].

Developing countries, while generally supporting the Strategy, noted that the text did not
meet their expectations. Speaking on behalf of the G77, the representative of Venezuela said:
“Among the positive aspects of the new Strategy, special reference should be made to the pre-
amble, which clearly recognizes the need for structural change in international relations as well
as for the establishment of a new international economic order; the adoption of a scenario of

8 Belgium, France, Federal Republic of Germany, Japan, the United Kingdom and the United States
voted against [UN, 1979c, p. 778].
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higher general growth targets than in the past Decade, based on an annual growth rate of 7% of
the gross national product of the developing countries, including a time-frame for the attain-
ment of the 0.7% target for official development assistance, a target carried over laboriously
from the previous Strategy; the drawing up of general frameworks for action on two far-reaching
issues in the present international situation, namely monetary questions and energy; various
important objectives in the area of trade; the particular and unprecedented attention to be de-
voted to the needs of the special categories of developing countries as an integral concept; and a
section on the review and appraisal of the new Strategy, which is considerably stronger than the
one agreed upon for the previous Decade.”

At the same time, the countries of the G77 stressed that the Strategy did respond to the de-
veloping countries aspirations: “In the paragraphs dealing with the economic part, such a large
number of reservations and interpretative declarations are made. These indicate not just a lack
of political will on the part of many developed countries, but their real opposition to measures
for restructuring the international economic system in order to ensure equity, justice and stabil-
ity in world economic relations, which are unquestionably the fundamental objectives of the
new international economic order” [UN, 1980b, p. 93]. The German Democratic Republic,
on behalf of the socialist states, supported the provisions of the Strategy, but the socialist states
refrained from assuming the obligation to allocate a fixed share of their gross national product
for assistance purposes. The socialist countries also noted the Strategy’s lack of ambition in
comparison with the Declaration on the Establishment of a New International Economic Or-
der® and the Charter of Economic Rights and Duties of States [UN, 1980b, p. 82].1°

The development and adoption of the Declaration on the Establishment of a New In-
ternational Economic Order and the Charter of Economic Rights and Duties of States was
an attempt to change the global balance of power and ensure full and equal participation of
developing countries in the formulation and implementation of all decisions affecting the in-
ternational community. The ambitious goals stated in the documents were not implemented,
nor was the G77 initiative on global negotiations relating to international economic cooperation
for development, approved at the 34th session of the GA [UN, 1979d]. This became one of the
landmark failures of the third development decade.

The goal of the global negotiations was “the establishment of a new system of interna-
tional economic relations based on the principles of equality and mutual benefit” [UN, 1979c,
pp. 652—3] and a comprehensive solution to such problems as “generalized inflation; unemp-
loyment; protectionism; the inadequacy of the financial and monetary systems, the continuing
deterioration in the balance of payments and the disorder in trade in raw materials and energy”
[Ibid, p. 656]." The socialist states supported the process.

The text of the resolution stressed that the global round of negotiations “should not in-
volve any interruption or have any adverse effects upon the negotiations in these forums, but
should reinforce and draw upon them” [Ibid, p. 652]."> This was the principled position of the
United States and developed countries. The United States agreed “to launch a ship called global
negotiations,” but stressed that “this ship cannot begin its voyage unless our work successfully
constructed it.” Formally agreeing to the process, the United States opposed its essence: “Re-
garding paragraph 2, we appreciate the strong desire of many nations to ensure that the global
negotiations take place in the United Nations system and that they cover many categories of

? The Declaration on the Establishment of a New International Economic Order was adopted
by Resolution 3201 (S-VI) of the UN General Assembly on 1 May 1974.

" The Charter of Economic Rights and Duties of States was adopted by Resolution 3281
(XXIX) of the UN General Assembly on 12 December 1974.

' From a presentation by the representative of Mexico.

2 From a statement by the representative of Pakistan, who introduced the draft resolution.
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subjects. We support this general concept. But we want to make unambiguously clear that there
are certain subjects that can be, and in fact must be, negotiated in their appropriate forums.
International monetary issues must be negotiated in IMF; matters related to the General Agree-
ment on Tariffs and Trade must be negotiated in GATT. We can certainly conceive of a struc-
ture that would permit the work of these forums and other active specialized forums to be part
of the entire process. In this connection, we emphasize that the final phrase of paragraph 2 (a)
“without prejudice to the central role of the General Assembly,” does not alter the respective
roles and powers of the various organizations of the United Nations system that are spelled out
in their relationship agreements with the United Nations, nor does it change the recommenda-
tory nature of United Nations General Assembly resolutions and decisions as established in the
Charter. We are pleased that paragraph 3 states that global negotiations should neither interrupt
nor adversely affect ongoing negotiations. It is our view, for example, that the duplication of
active negotiations being held in other forms would represent such an adverse impact” [Ibid,
p. 657].” Thus, the three-decades-long struggle of the G77 to restructure international eco-
nomic relations and establish a new world order was, in fact, initially doomed to failure.
The second decade was marked by undoubted success in strengthening the UN mechanisms
for promoting development and agreeing on ambitious goals for the third development decade.
At the same time, developing countries’ efforts to reform the system of international economic
relations faced firm opposition from developed countries.

The Third United Nations Development Decade,
1981-1990: Integrating Environmental Protection
into Cooperation for Development

The third development decade was marked by efforts to strengthen scientific, technical [UN,
1981a]'* and industrial potential [UN, 1981b],"> develop the energy resources of developing
countries [UN, 1982a],' adopt the Global Strategy for Health for All by the year 2000 [UN,
1981c], find a long-term solution to debt problems [UN, 1986a], adopt the Declaration on the
Right to Development [UN, 1986b]" and prepare and adopt the International Development
Strategy for the Fourth United Nations Development Decade. Negative trends in the global
economy (economic slowdown, currency instability, increased protectionism, structural imbal-
ances) jeopardized the implementation of the goals of the International Development Strategy
for the Third United Nations Development Decade [UN, 1982b]. In this context, efforts of the

13 From the speech of the U.S. representative.

14 The guiding principles for the financing system were approved: the asymmetry of the technological
capacity between developed and developing countries, a predictable, continuous and substantial flow of
resources in addition to those existing within the UN system, untied resources, and core resources of $200
million per year for the financing system for the period 1983—85.

15 Decisions were taken to ratify the new constitution of the UN Industrial Development Organization
so that it could become a new specialized agency in 1982, to secure the budget of the Industrial Development
Fund in the amount of $50 million annually, to expand programmes and projects in the field of energy-related
industrial technology, and to prepare a UN conference on industrial development in 1984.

16 For example, by increasing the resources of the World Bank and regional banks on favourable terms for
the purposes of exploration and development of natural resources.

7 Development is a comprehensive economic, social, cultural and political process aimed at constant
improvement of the well-being of the entire population and of all individuals on the basis of their active, free
and meaningful participation in development and in the fair distribution of benefits resulting therefrom. States
are responsible for creating national and international conditions favourable to the realization of the right to
development. (146-1 (U.S.) -8)
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international community were focused on three main areas: the restructuring of international
economic relations, the implementation of the objectives of the Strategy, the principles of the
Declaration on the Establishment of a New International Economic Order and the objectives
of the Charter of Economic Rights and Duties of States, and overcoming the external debt crisis
[UN, 1988a] while ensuring sufficient resources for development financing [UN, 1988b].

At its 37th session, evaluating the global crisis as a result of the disruption of the structural
balance and the functioning of international relations, the GA called for concrete emergency
measures in favour of all developing countries on the most pressing issues, including deficits in
the balance of payments, deterioration in the terms of trade, adverse effects of high interest rates
on the servicing of external debt, insufficient flows of foreign assistance, inequitable terms of tech-
nology transfer, impediments to access to the capital markets, and price fluctuations of raw ma-
terials [UN, 1982c]. At the same time, the GA recalled the need to conduct global negotiations
on international cooperation. Despite the political will of the G77, four years after the decision to
launch the preparatory process, constructive dialogue did not begin due to opposition from the
United States and its G7 partners. At the 37th session [UN, 1982d] the discussion on the launch
of global negotiations was actually blocked by the United States and other G7 members taking the
position that the formula adopted in the G7 Versailles Declaration should be the basis for global
negotiations: “The launching of global negotiations is a major political objective approved by all
participants in the Summit. The latest draft resolution circulated by the Group of 77 is helpful,
and the discussion at Versailles showed general acceptance of the view that it would serve as a basis
for consultations with the countries concerned. We believe that there is now a good prospect for
the early launching and success of the global negotiations, provided that the independence of the
specialized agencies is guaranteed” [G7, 1982]. The G77’s objection that “the Versailles commu-
nique, instead of facilitating the negotiations which we would have believed to be a rational and
logical response, has instead created a stalemate” [UN, 1982¢, p. 918], faced a formal U.S. re-
sponse: “Realism requires that we recognize remaining differences on global negotiations and that
we candidly discuss and try to co-operate in reconciling them” [Ibid, p. 921]. At the 38th session,
the G7 actually pushed the Versailles formula as the basis for negotiations, but even after their
launch, the condition of guaranteeing the independence of the specialized agencies created an
insurmountable obstacle to finding comprehensive solutions to the restructuring of international
economic relations, taking into account the growing role and needs of developing countries.

Measures to resolve external debt problems were discussed at almost every session. Consid-
ering that developing countries’ debts became an obstacle to economic growth, increased the vul-
nerability of the international financial system, adversely affected the ability of debtor countries
to import and creditors to export, and created risks for political and social stability, the GA called
for strengthened work on the preparation of an international growth- and development-oriented
strategy [UN, 1987a]. The strategy to find a durable solution to the debt problem proposed at the
44th session formulated as a priority the creation of conditions for growth and development, in-
cluding the successful conclusion of the Uruguay Round of trade negotiations to improve market
access for the export products of developing countries, active efforts to diversify exports of devel-
oping countries, an increase in external resources to complement domestic measures conducive
to capital formation in developing countries, a strengthened role for multilateral financial institu-
tions, and readiness of creditor countries to write off or reduce debts [UN, 1989a]. The United
States voted against the resolution, believing that it did not pay enough attention to the needs
of domestic reforms in developing countries, did not recognize the key role of the IMF and the
World Bank, and raised issues that should be discussed in other specialized agencies. Neverthe-
less, at the next session, the resolution was adopted without a vote [UN, 1990b].

Development issues were often used as instruments in the political struggle by both de-
veloped and developing countries. In the 1980s, six resolutions were adopted calling on the
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United States to abandon the threat or use of trade embargoes, restrictions and other measures
as a form of political and economic coercion which violate the sovereign rights of developing
states.”® In the fourth development decade, such resolutions were adopted every two years [UN,
1983, 1984, 1985, 1986¢, 1987b, 1989b].

Resolutions were usually initiated by the G77, supported by the socialist countries, but
rejected by the United States and its partners.”” In fact, if development assistance measures
were used by developed countries in relation to developing ones as “carrots,” then measures
of economic coercion were applied as “sticks.” It is clear that such measures violated the spirit
and the letter of the UN Charter and the programme documents of the organization, including
the Charter of Economic Rights and Duties of States. Therefore, the United States consistently
opposed resolutions to review the implementation of the charter [UN, 1982f].

Box

Despite geopolitical changes and obvious inefficiency, the practice of adopting resolu-
tions condemning the use of sanctions continued in the 1990s. Seven such resolutions
were adpted. In the mid-1990s, the extraterritorial use of sanctions by the U.S. against
European companies operating in Iran and Libya changed the balance in voting. At the
S1st session, the United States was supported only by Israel, Micronesia and Uzbekistan
[UN, 1996b]; at the 52nd session, only the United States opposed the resolution [UN,
1997a]. At the 53rd session European Union members stated they were against sanctions
but abstained from voting, and the U.S. was supported only by Israel [UN, 1998a]. Sanc-
tions against Yugoslavia in December 1999 were supported by Germany and the Marshall
Islands [UN, 1999a].

18 In 1983, 1984, 1985, 1986, 1987, 1989. In the 1980s, U.S. sanctions were imposed against Brazil (1978—
81), Argentina (1978—82), Bolivia (1979—82), India (1978—82) and Iran (1979—81). From the late 1970s to the
2000s U.S. sanctions were in force against Pakistan (1979—2001), Libya (1978—2004) and Iraq (1980—2003).
In the 1980s, the United States imposed sanctions against Nicaragua (1981—90), Zimbabwe (1983—88), Iran
(1984—), Lebanon (1984—97), South Africa (1985—91), Syria (1986—), Angola (1986—92), Sudan (1989—) and
others. In the 1990s sanctions were imposed against China (1991—), Indonesia (1991-97), Peru (1991-95),
Cameroon (1992—98), Cambodia (1992—), Guatemala (1993), Nigeria (1993—98) and others. From 1991 to
2001, EU and U.S. sanctions were effective against Yugoslavia. Sanctions against the USSR were imposed
periodically. See Hufbauer et al. [2009, pp. 20—33].

¥ For example, draft resolution 39/210 was adopted by 116 votes to 19, with 6 abstentions: For:
Afghanistan, Albania, Algeria, Angola, Argentina, Bahamas, Bahrain, Bangladesh, Barbados, Benin, Bhutan,
Bolivia, Botswana, Brazil, Brunei Darussalam, Bulgaria, Burkina Faso, Burma, Burundi, Belarusian Soviet
Socialist Republic, Republic of Cape Verde, Chad, Chile, China, Colombia, Congo, Costa Rica, Cuba, Cyprus,
Czechoslovakia, Democratic Kampuchea, Democratic Yemen, Djibouti, Dominican Republic, Ecuador,
Egypt, El Salvador, Equatorial Guinea, Ethiopia, Fiji, Gabon, Gambia, German Democratic Republic,
Ghana, Guatemala, Guinea, Guinea-Bissau, Guyana, Haiti, Honduras, Hungary, India, Indonesia, Iran
(Islamic Republic), Jordan, Kenya, Kuwait, Laos Democratic People’s Republic, Lebanon, Liberia, Libyan
Arab Jamahiriya, Malawi, Malaysia, Maldives, Mali, Malta, Mauritania, Mauritius, Mexico, Mongolia,
Morocco, Mozambique, Nepal, Nicaragua, Niger, Nigeria, Oman, Pakistan, Panama, Papua New Guinea,
Paraguay, Peru, Philippines, Poland, Qatar, Romania, Rwanda, Saint Vincent and the Grenadines, Samoa,
Sao Tome and Principe, Saudi Arabia, Senegal, Sierra Leone, Singapore, Somalia, Sri Lanka, Sudan, Spins,
Swaziland, Syrian Arab Republic, Thailand, Togo, Trinidad and Tobago, Tunisia, Uganda, Ukrainian Soviet
Socialist Republic, Union of Soviet Socialist Republics, United Arab Emirates, United Republic of Tanzania,
Uruguay, Venezuela, Vietnam, Yemen, Yugoslavia, Zaire, Zambia.

Against: Australia, Belgium, Canada, Denmark, France; Germany, the Federal Republic of Iceland,
Ireland, Israel, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Norway, Portugal, Turkey, the
United Kingdom, the United States.

Abstained: Austria, Finland, Greece, Ivory Coast, Spain, Sweden.
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Resolutions on the relationship between disarmament and development providing for the
use of resources released through disarmament for development purposes also became stum-
bling blocks [UN, 1984, 1987c, 1988c, 1989d]. They built on the initiative put forward by the
USSR in 1973 at the 28th session of the GA [UN, 1973c]|. The United States refused to take part
in the international conference on this issue, refrained from participating in the preparation of
the draft resolution and did not “consider itself bound or committed in any way by either the
declarations in the Final Document of the recent International Conference or the terms of any
resolution” adopted there [UN, 1987d, p. 13].%°

The achievements of the third decade included decisions on sustainable development.
The report of the World Commission on Environment and Development for the first time set
the objective of reorienting national and international policies toward sustainable development
models, which implied that “meeting the needs of the present without compromising the ability
of future generations to meet their own needs, should become a central guiding principle.” [UN,
1987e] The GA called on the governing bodies, organizations and programmes of the United
Nations system to review their activities and programmes through the lens of sustainable devel-
opment and to link development plans, priorities and objectives with sustainable development
commitments. The principle of an equitable sharing of the environmental costs was formulated
[UN, 1987¢]. At its 44" session the GA stressed that “poverty and environmental degradation
are closely interrelated and that environmental protection in developing countries must, in this
context, be viewed as an integral part of the development process and cannot be considered in
isolation from it” agreed to convene the UN conference on environment and development. The
Conference held in June 1992 confirmed the principle in the Rio Declaration [UN, 1992d].
Plans were made to elaborate measures to promote sustainable and environmentally sound de-
velopment, to identify ways and means of providing new and additional resources, particularly
to developing countries, for environmentally sound development programmes and projects,
and to consider financing mechanisms and examine the possibility of creating a special fund
[UN, 1989¢]. These aspects were reflected in the International Development Strategy for the
Fourth United Nations Development Decade.

The Strategy included six interrelated goals: a surge in the pace of economic growth in de-
veloping countries; ensuring a development process that is responsive to social needs and seeks
a significant reduction in poverty, that promotes the development of human resources and is
environmentally sound and sustainable; improving the international monetary, financial and
trading systems to support development; ensuring the sustainability and stability of the world
economy and sound macroeconomic management; strengthening international development
cooperation; and mobilizing efforts to deal with the problems of the least-developed countries.
Measures to protect and enhance the environment were included in priority aspects of develop-
ment [UN, 1990a].

The Strategy has become an important milestone in the evolution of cooperation for sus-
tainable development. However, it should be recognized that the decade was not a period of
great achievements. Common tasks and problems have neither united countries with different
ideologies, nor helped overcome national egoism.

2 The history of this issue deserves separate consideration and will be presented in an article devoted to
the participation of the USSR in the process of establishing a development assistance system under the auspices
of the UN.
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The Fourth United Nations Development Decade,
1991-2000: Toward a Global Partnership for Development

The beginning of the fourth development decade was marked by the end of the collapse of the
USSR and the world socialist system. The Russian Federation became the successor of the
USSR in international legal relations and in the UN system. The process of restructuring and
integration of the socialist countries into the world economy and structures of international
economic cooperation began. Developing countries whose economies were affected by changes
in their economic relations with the countries of Eastern and Central Europe [UN, 1991a] were
concerned about a possible reduction in development assistance as a result of support for coun-
tries with economies in transition. These concerns were discussed in the GA and reflected in
relevant UN resolutions [UN, 1992a].

A resolution of the growing debt crisis was heatedly debated at all sessions, but this did not
lead to fundamental changes and could not prevent the financial crisis. Measures to write off
and restructure debts were clearly not sufficient [UN, 1991b, 1992b, 1994, 1995a]. The reform
of the international financial system blocked by the U.S. determination to maintain independ-
ence of and control over the IMF and the World Bank, and therefore was limited to rhetorical
calls by the GA to strengthen collaboration between the UN and the Bretton Woods institutions
[UN, 1996a]. In 1997, on the eve of the financial crisis, the GA once again called for strength-
ening international cooperation to prevent future currency crises, including by coordinating
and ensuring the stability of macroeconomic policies, increasing transparency of financial sys-
tems, and strengthening the IMF’s surveillance mechanisms [UN, 1997b]. After the 1998 cri-
sis, little had changed; key theses on the need for sound macroeconomic policies and a dialogue
between developed and developing countries on reforming and strengthening the international
financial system were complemented by the objectives of formulating a global approach to re-
solve the financial crisis; improving the work of financial organizations to prevent, manage
and overcome crises; strengthening joint efforts of the UN, WB, IMF, RDBs and WTO [UN,
1998b]. The United States continued to oppose the consideration in the UN of issues such as
governance of the IMF, the World Bank or regional development banks, or the problems related
to the international financial architecture, emphasizing that it is the prerogative of the institu-
tions themselves, the Financial Stability Forum and the Group of 20 [UN, 1999b, p. 6]. This
approach is reflected in the UN resolution “Towards a Strengthened and Stable International
Financial Architecture Responsive to the Priorities of Growth and Development, Especially in
Developing Countries, and to the Promotion of Economic and Social Equity” [UN, 2000a]?*

2! From the speech of the U.S. representative at the meeting: “After lengthy and frank negotiations, we
believe that this year’s draft resolution shows clear acceptance of the division of labour between the United
Nations and the Bretton Woods institutions. The United Nations, as a political organization of the international
community, represents the political views of its Members. The Bretton Woods institutions, as separate financial
institutions with their own charters and mandates, enjoy organizational and decision-making independence in
dealing with world financial matters. We believe it is essential that the full independence of the international fi-
nancial institutions be completely respected and upheld, especially in a number of areas mentioned in the draft
resolution. These include, but are not limited to, such areas of concern as the suggestion of regulatory frame-
works for short-term capital flows and trade in currencies, as well as the consideration of the consolidation of a
broader global agenda regarding the international financial system. In addition, we believe that it is critical that
regional cooperation should support, not supplant, the global efforts of the international financial institutions.
The international community recognizes the need to strengthen the international financial system. Experience
has shown that international financial institutions are the most effective actors to help achieve that goal. Their
independence, as well as their technical expertise and focus, are crucial to their credibility, and therefore to the
success of their work. We fully expect that the international community will do everything it can to protect this
credibility” [UN, 2000b, p. 6].
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and, in fact, determined both the rigidity of the system for many years and its failure to prevent
the 2008 crisis.

In the1990s, new aspects emerged in the area of trade and development related to help-
ing developing countries to implement the provisions of the Final Act Embodying the Results
of the Uruguay Round of Multilateral Trade Negotiations, including technical assistance for
the wider use of the dispute settlement mechanism [UN, 1998c]. In the area of environmental
preservation, measures to facilitate and finance access to environmentally sound technologies
and the corresponding know-how, and their transfer to developing countries on concessional
and preferential terms, were discussed [UN, 1995b].

Regular reviews of the implementation of the International Development Strategy for the
Fourth United Nations Development Decade and the commitments and policies agreed upon
in the Declaration on International Economic Cooperation have become important compo-
nents of cooperation. Relevant reports served as a basis for assessing progress and formulating
proposals for a future agenda.?

The development of a new agenda and a global partnership for sustainable development
was launched by a resolution adopted in March 1993 which set as an objective the preparation
of a report on an agenda for development, including a comprehensive list of themes and areas,
indicating their priority for the consideration of member states [UN, 1992c]. The long and
extensive preparatory process culminated in the adoption of the Agenda for Development on
20 June 1997 [UN, 1997c]. The document defined development as “a multidimensional un-
dertaking to achieve a higher quality of life for all people,” in which “economic development,
social development and environmental protection are interdependent and mutually reinforcing
components of sustainable development” [para. 1]. The Agenda for Development reflected the
changed conditions of international cooperation, including the end of the Cold War, the glo-
balization of the world economy and finance, increasing interdependence and mutual vulner-
ability, and the impact of these processes on developing countries and development. Accord-
ingly, key objectives for strengthening international development cooperation and promoting
development through an integrated approach were formulated.

The document incorporated all aspects and areas of cooperation. In economic policy,
it provided for coordination of macroeconomic policies, liberalization of international trade,
mobilization of domestic and external financial resources including the “peace dividend,” do-
mestic capacity-building in science and technology, expansion of the potential for South-South
cooperation and regional economic cooperation, and balanced development in agriculture, in-
dustry and the services sectors. Social development priorities included eradication of hunger
and poverty, expansion of productive employment, social integration, human resources devel-
opment and provision of adequate housing. The Agenda included issues such as the empow-
erment of women, the rights of the child, international migration, humanitarian issues, and
measures relating to countries in special situations (Africa, least-developed countries, small
island states, landlocked countries). In the field of the environment, the document set as an
objective the full implementation of the Agenda for the 21 century. Special attention was paid to
the role of the UN and its bodies, the role of specialized agencies and the UN’s interaction with
other multilateral institutions, including the Bretton Woods institutions and the WTO.

The Agenda for Development has become an important milestone in shaping the future
global partnership and a basis for elaborating the United Nations Millennium Declaration. The
goals of the Declaration — eradicating poverty and hunger, achieving universal primary educa-
tion, reducing child mortality, improving maternal health, empowering women, fighting HIV/
AIDS, malaria and other diseases, protecting the environment, and building a global partner-

22 They were adopted at each session, the last in a decade [UN, 2000c].
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ship for development — identified modalities and areas of development cooperation in the first
15 years of the 21st century [UN, 2000d].

Conclusion

The international community has come a long way toward building development cooperation in
the second-half of the 20th century. The UN has become a cradle and a driver of this process and
is the main factor for its success. The share of resolutions on development cooperation in the total
number of resolutions comprised 10% (1010 out of 9713). The greatest number was adopted in
the first two development decades, the period of elaborating instruments, developing first policy
documents, identifying development priorities and harmonizing approaches to financing. The
formation of the regulatory and organizational framework was reflected in the progressive growth
in the share of programme resolutions and the consistently high proportion of resolutions on
organizational and administrative issues. The share of resolutions on creating development as-
sistance instruments, which was quite high in the early years, decreased with the completion of
institutional development. The role of trade in development determines the permanent presence
of trade facilitation issues and problems of ensuring access to international markets for develop-
ing countries on the GA’s agenda. The special needs of the least-developed countries and other
country categories that were most urgent in the early years retain their importance, but their share
has significantly diminished. The problem of financing development was a cross-cutting issue in
all decades. However, in the first decades priorities included accelerating the flow of international
aid and long-term capital, whereas starting from the mid-1960s debt relief issues, problems of
international liquidity and international financial system reform emerged.

There were achievements and challenges at each stage. Indisputable achievements result-
ing from collective efforts over 55 years include a consistent consolidation of its foundational
programme documents from the first development decade to the sustainable development
agenda, improvement of the review and evaluation instruments, integration of development
and environmental issues, establishment of key institutions, including the Children’s Fund, the
Special Fund, UNDP, UNCTAD, the United Nations Industrial Cooperation Organization
and the World Food Program, and increased financing for development. However, efforts to
create external conditions for development based on a restructuring the international economic
system with regard to developing countries’ interests have failed. The 21st century inherited the
systemic problems of the international monetary and trading systems. Obviously, if national
egoism, political and ideological differences could have been overcome, the achievements of
cooperation for development would have been much more significant.
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I'IepBble OecatTnneTnd coTpyaHmn4yecTBsa and pa3BsnTnA.
YyacTHUKK, OOCTUXEHUS U T|':)y,EI,HOCTI/I1

M.B. JlapnoHoBa, E.A. CappoHknHa

Jlapuonosa Mapuna BiranumupoBHa — 1.1MOJUT.H., nupekTop LleHTpa ucciaenoBaHuii MeXIyHAPOIHBIX MUHCTUTY-
ToB (LIMMMU) Poccuiickoii akaneMr HapOIHOTO XO3SiCTBA M TocynapcTBeHHOoM ciyxk0bl nipu [Ipesunente PO
(PAHXuI'C); mpodeccop akynsreTa MUPOBOIf SKOHOMUKMA ¥ MUPOBOW MOMUTUKUA HalmoHanibHOTO MCCieno-
BaTeJIbCKOTO YHUBepcUTeTa «BhICIIas 1kojia 5KoHOMUKM»; Poccuiickas ®enepanust, 119034, Mocksa, [Ipeun-
cTeHcKas Hao., 1. 11; E-mail: larionova-mv@ranepa.ru

Cadonkuna EnuzaBera AnnpeeBHa — H.c. LleHTpa mcciaenoBaHuii MexXayHaponHbIX UHCTUTYTOB (LIMMUM) Poc-
CHUICKOI aKaTieMU¥ HapOIHOTO XO3STCTBA M TocynapcTBeHHOI ciryk0bl ipu [1pesunente PO (PAHXul'C); Poc-
cuiickas @enepanus, 119034, Mocksa, [1peuncrerckas Hao., n. 11; E-mail: safonkina-ea@ranepa.ru

Tpunsameie 6 2015 e. Ileau ycmoituusoeo pazeumus (L[YP) 0o 2030 e. aeasiomesi MUpoewim opueHmupom 045 pazeumolx
U PazeUBAIOUUXCs 20CYOapCme 8 6vipadomke HAUUOHAALHOU NOAUMUKU U OCYUECMEACHUU MeNUCOYHAPOOHO20 COMPYOHU-
uecmeda ¢ Yyeablo cogMecmuoll 6opbobl ¢ 2n00anrbHbimu 6vi306amu. LY P onuparomes Ha pe3yabmamot pabomol cex yuacm-
HUKO08 2100a1bH020 NAPMHEPCMBA 8 Ueasx pa3eumus, 0CHo8bl Komopoeo oviau 3aroxcenst OOH ewje 6 XX 6. Cmambs no-
CBAUCHA IBONOUUU CUCEMbL MENCOYHAPOOHO20 COMPYOHUYECMBA 8 UeasX paseumust, ckaadvieaguielics 6 pamkax OOH
6 nepuod ¢ 1946 no 2000 e. (200 npunsmus Aexaapayuu moeicsuenemus). Mccredosanue onupaemces Ha aHaau3 mexkcmos
pe3onuuil u opuyuanrbHsix omuemog kawuesvix opeanos OOH, npescde eceeco lenepanvroli Accambaeu u IxoHomuue-
cxoeo u Coyuanvroeo Cosema OOH (9KOCOC). Konmenm-ananaus 3anuceil npenuil no3gossiem biasums 0QuuUaIbHble
nosuyuu deneeayuii, UHMepecsl U NPOMUBOPEHUS, CKPbIBAIOUUECS 34 CYXUMU POPMYNUPOBKAMU PE30NIOUUI.

Yemuipe decamunemus pazeumus 3asepuiunucy npunsmuem ekaapayuu moicauenemus OOH. Ha kaxcdom u3
3manoe 3sonouuu cucmemsl Oviau docmumxcenust u npooaemot. C nepswvix ceccuit ITA u IKOCOC popmuposanucey oc-
HOBHble NPUHUUNDBL, MEXAHU3MbL U Hanpasaenus compyonuuecmea. Yoce 6 konye 1940-x nHauancs npoyecc cozdanus
uHcmpymenmos codeiicmeusi paszeumuio. Cozoansl Bcemupnas opeanusayus 30pasooxpanenusi, emckuii gpond OOH,
IIpodosonscmeennas u ceavckoxossiicmeennas opeanuzayus OOH, Pacuupennas npoepamma mexHu4eckoi noMouju,
peauonanvhvie sxonomuqeckue komuccuu, Cneyuanvioiii Dond OOH. Ha nepeom smane cmanoeaenuss uHCMpyMeHmos
compyoHuMecmea 0as pazeumus ymeepounacs MOHONOAUs 00AAAPA. SHAMUMENbHOe MECMO 6 Pe30AIYUAX 0 PA36Umul
3AHUMAAU BONPOCHL PA3BUMUSL MUPOBO2O PUIHKA, YAYHUIEHUS YCA08UL mopeoeau 045 paseumus. B 1960 . eénepesvie cghop-
MYAUPOBAHA 3a0aH1aA YEeAUHeHUs NPed0CMAasAeHUsL MeNCOYHAPOOHOU nomowu u kanumana 0o 1% nauuonansho2o doxoda
IKOHOMUHMECKU PA3GUMBIX CMPAH.

[lepuoo 1961— 1970 ee. o3namernosancs npunamuem Ilpoepammot mexncOyHapooOH020 SKOHOMUUECK020 COMpPYOHUYe-
cmea — nepeoii «Jlekadwl pazeumus» OOH u Mupoeoii npodosoavscmeennoil npoepammet, cosoanuem OOH no npomvlui-
snennomy pazsumuro (FOHHJ/[O), Konghepenuyuu OOH no mopeosne u passumuro (FOHKTA/) u I[IPOOH, pazpabomkoii
Medxcdynapoonoii cmpameeuu pasgumus Ha emopoe decamunemue pazeumus OOH. B ceéa3u ¢ 3adaueii pewtenus npoo-
AeMbl pOCma 3a00A4CeHHOCMU U 00ecneveHus: MelCOYHApOOHOU AUKBUOHOCMU 8 NOBECMKY OHsL 60WAU BONPOCHL PehopMbl
MeNCOYHAPOOHOI BANIOMHOUL CUCEMbL.

Kntouegoie cobbimusi 6mopoeo decsimunemusi 6KAIO4AIOM HOCMENEHHYI0 UHMe2Payuro npooaem pazeumus U oKpy-
Jcarowell cpedvl; YCUAUs no npeodoNeHu) MejicoyHapooH020 6anl0MHO20 KpU3Uucd, obecnetenuro AUK8UOHOCMU, 001ee-
YEHUI) HAPACMAWe20 OpeMeHU 3a00ANCCHHOCMU PA36UBAIUUXCSL CMPAH; pocm yeaesbix 3adanutl no Ilpoepamme pasz-
sumuss OOH, Mupoeoii npodoeosbcmeeHHol npozpamme u CREyUalIbHbIM (OHOAM,; pelierus 0 paspabomke u NPUHAMUU
Xapmuu 3K0HOMUMECKUX NPAG U 003AHHOCMEN 20CY0apcme; YCuAus no peatu3ayuu npUHyUna ouggoepeHyuposanto-
20 omHouweHus K pasgusarouumcsa cmpanam ¢ pamxax TATT; nodeomosky u npunsmue Mexcoynapodnoii cmpameeuu

! Cratba noctynunia B pegakuumio B aprycre 2018 r.

HccnenoBaHue BBIMOIHEHO NMpu (uHaHCOBOK momaepxkke PODU B pamkax mpoekTa MpPOBEICHUS HayYHbIX
HCCIeIOBaHMI «DBOJIOLMSI MHOTOCTOPOHHEIO COTPYAHMYECTBA IO coleiicTBUIO pa3BuTHIo nox arunoit OOH: ot nekanbl
pasBuTus K Lensim yeroitunBoro passutust (LLYP)», mpoexT Ne 18-014-00008.
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Ha mpemve decamunemue pazeumusi OOH; neyoaunyro nonsimky sanycka en00a1bHbIX nepeco8opos no nepecmpoliixe
MeNCOYHAPOOHOU IKOHOMUHUECKOU CUCMEMDbL.

Tpemve decaimunemue 3HaMEeHAMENbHO YCUAUSAMU NO YKDPENACHUIO HAYHHO-MEXHUHECK020, NPOMbIUACHHO2O NOMEH-
Uuana, pazeumuro SHepeemu1ecKux pecypcos pa3guearouuxca cmpan, npunamuem Inobanvhoii cmpameeuu obecheuenus
300po6bsi dns ecex k 2000 e., npunsmuem leknapayuu o npase Ha paszgumue, no020moseKoil u npunsmuem Mescoyrnapoo-
HOU cmpame2uu pa3gumus Ha yemeepmoe decsimunemue pasgumusi. Jlocmudicenuem cmana nepeopuenmayuy compyo-
HU4ecmaea 6 cmopory modeneil ycmouuueo2o pazeumusl. 3ameoneHue memnos IKOHOMU1ECK020 pocma, Heycmoiugocns
6anom, ycunenue nPoMmeKyuoHU3Ma, CmpyKmypHole OUCHPOROPUUU 68 MUPOBOL IKOHOMUKE MPebosatu CUCMEMHO020 pe-
weHust no peghopme MescOyHapoOHOU 8ANIOMHOU CUCMEMbL, OOHAKO 2A00aNbHble NePe0Bopbl 3auau 8 MYNUK, HOCKOAbKY
NO3ULUS. «CeMePKU» 0 2apaHmMull He3a8UCUMOCIU CReUUANUUPOBAHHBIX VUPEHCOeHUI c030a8aaa Henpeodoiumoe npe-
namemeue 8 NOUCKe KOMHACKCHBIX peuleHUl NepecmpoiiKu MexcoyHapoOHbiX IKOHOMUMECKUX OMHOWeHUll. Dmom nooxod
onpedenun pueuoOHOCMb cucmemsl Ha doaeue 200bl U ee HecnocoOHocmy npedomepamums kpusucwl 1998 u 2008 ee.

B uemeepmom decaimunemuu axcHeluumu eexamu ¢ compyoHuyecmee oas pasgumus cmano npunamue 20 urous
1997 2. Tlosecmicu Ous ons pazeumus u Aexaapayuu moicauenemus: Opeanuzayuu Oosedunennvix Hayuil.

Takum obpazom, 60 6mopoii nosogure XX 6. mexncoyHapooHoe cooduecmeo npouino OAUHHbLI NYMb POPMUPOBAHUS
compyonuvecmea oas pazeumus. OOH cmana konvibeavio u dsueamenem 3mo2o npouecca, 0CHOBHbIM (HAKMOPOM e20
yenexa. besycaosHbie docmudicenus 55 nem KoANeKMUBHBIX YCUAULL BKAIOHAIOM NOCA008AMENbHYIO KOHCOAUOAUUIO NPO-
epammuoeo gpyHoamernma compyonuuecmea om nepgoil Jlexaovt pazeumus k Lleasm pazeumus moicsiuenemus,; cogepuieH-
CMB0BAHUE UHCMPYMEHMO08 0030Pa U OUEHKU Pe3YAbMamos npoepamm; UHMezpayuio 60npoco8 PA3gumust U OKpyjcarouell
cpedbl; a makce co30aHue KAHesbiX UHCMPYMEHMO08 U pocm (UHAHCUPOBAHUs 015 pazeumus. 3adaua Gopmuposanus
BHEUIHUX YCA0BULL PA36UMUSL HA OCHOBE NePeCMPOUKU MeNCOYHAPOOHOU IKOHOMUHUECKOU CUCIEMbl C YHemOM UHMEepPecos
Pa38UBarOWUXcs cmpan He oviia peanuzosana. CucmemHole npooAEMbl MENCOYHAPOOHOI 8ANOMHOL U MOP20BOLL CUCHEMbl
ocmanucy 6 Hacredemeo XXI 6.

KumoueBbie ciioBa: corpynaudectBo uis pa3sutus; OOH; I'enepanpHast Accamb6iest; DKOCOC; [TPOOH;
MEXIYHApOIHbIE (DMHAHCOBBIE YIPEKICHIS

Jna uurupoBanus: Jlapuonosa M.B., Cacdonkuna E.A. (2018) [lepBbie aecsiTuieTHs: COTpyAHUYECTBA [1JIs1 pa3BU-
TUSI. YYaCTHUKHU, JOCTHXEHUSI U TpyAHOCTH // BecTHMK MexnyHaponHbix opranusauumii. T. 13. Ne 4. C. 96—136
(Ha pycckoM U aHTIniickoM si3bikax). DOI: 10.17323/1996-7845-2018-04-05.
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Abstract

Despite widespread agreement among international organizations on the importance of healthy early childhood
development, monitoring of national action on the provision of pre-primary education has been limited.
This paper presents a quantitative approach to monitoring the world's progress on the United Nations (UN)
sustainable development goal (SDG) target 4.2 to “ensure that all girls and boys have access to quality early
childhood development, care and pre-primary education.” A rigorous approach was used to create a new
quantitative globally comparable database of indicators for policies that mandate the provision of national
pre-primary education for 86 % of UN member states. This dataset was analyzed to examine global inequalities
in the provision of universal pre-primary education and revealed that 45% of countries, and only 15% of low-
income countries, provide tuition-free pre-primary education. Just under 27% of countries offer tuition-free
pre-primary education for two or more years. This contrasts sharply with primary education, which is provided
tuition-free in 96% of countries. T0 illustrate how this data can contribute to the examination of the relationship
between policy and outcome, it is used in a regression analysis. Additional global data collection on the quality
of pre-primary education would further enhance efforts to monitor policies that play key roles in the fulfillment
of target 4.2, and support the achievement of the United Nations sustainable development goal on education.
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Introduction

The adoption of the United Nations (UN) 2030 Agenda for Sustainable Development
marks an important shift in the UN’s priorities in the area of education. While the mil-
Iennium development goals (MDGs) focused exclusively on achieving universal pri-
mary education, the sustainable development goals (SDGs) emphasize the importance
of education before and after primary school. This focus reflects the growing consen-
sus that experiences from birth to age five critically influence long-term outcomes and
inequalities. The SDGs highlight the importance of effectively monitoring national
policies affecting early childhood development and education, an area that other inter-
national organizations, including the World Health Organization and the World Bank
among others, have similarly prioritized. The United Nations 2030 Agenda for Sustain-
able Development also reflects an understanding that in order to achieve the sustain-
able development goals, results of the monitoring process must be widely disseminated
so that nations can improve the effectiveness of their efforts.

The monitoring of progress toward achieving the SDGs and the method for en-
couraging accountability is referred to in the Agenda as “systematic follow-up and re-
view.” Annual monitoring of the indicators has the potential “to serve as a management
tool, informing national planning and budgetary processes, as well as global follow-up”
[UN, 2015]. The two main outputs of the follow-up and review process are an annual
SDG progress report prepared by the secretary general with support of UN agencies,
and a monitoring report produced by the UN’s High-Level Political Forum on Sustain-
able Development (HLPF).

While the May 2015 Indicators and a Monitoring Framework for the Sustainable
Development Goals Report notes that “input or process measures of implementation”
sometimes play a critical role in driving the changes needed to achieve improvements
in outcomes and may therefore be relevant [Sustainable Development Solutions Net-
work, 2015], there are few direct policy indicators. To make progress on goals that are
ambitious and in areas where movement may be incremental, it is important to meas-
ure the drivers of change as well as to collect the data needed to enable analysis of which
policies lead to change. Tracking the status of laws and policies is valuable because they
are directly actionable by policymakers and civil society [Heymann et al., 2013; Ata-
bay et al., 2015; Cassola et al., 2016; Lesnikowski et al., 2016]. Moreover, as described
elsewhere, this approach would also enable an assessment of the relationship between
policies and outcomes which can range from cross-sectional analysis of national-level
data [Earle, Heymann, 2006; Schliwen et al., 2011] to quasi-experimental longitudinal
analyses, depending on the data that are available [ Daku et al., 2012; Heymann et al.,
2013; Hajizadeh et al., 2015; Conklin et al., 2016; Nandi et al., 2016].

Recognizing the role of pre-primary education in building the foundation for sus-
tainable economic development, the UN included in goal 4 of its sustainable develop-
ment goals target 4.2: “By 2030, ensure that all girls and boys have access to quality early
childhood development, care and pre-primary education so that they are ready for pri-
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mary education” [UN, 2015]. The UN’s current indicator for target 4.2 is “Percentage
of children (36—59 months) receiving at least one year of a quality pre-primary educa-
tion program.” In the case of pre-primary education, while it is important to measure
attendance at pre-primary school using enrolment rates per the Global Monitoring
Indicators framework, an indicator of national policy stipulating government provision
of free and compulsory pre-primary education would be a useful immediate measure
of steps taken to advance progress. An approach to monitoring that involves making
comparable, quantitative, analyzable data on national policies readily available to poli-
cymakers, civil society organizations and citizens on the performance of their own and
other countries would increase accountability and transparency, thereby strengthening
and complementing the existing “follow up and review” monitoring plan.

Access to Pre-primary Education
as a Contributor to Sustainable Development

A vast literature on early childhood development has established the connection bet-
ween pre-primary education completion rates and subsequent levels of educational at-
tainment, employment and economic development. A theoretical framework for the
critical importance of investing in pre-primary education for a number of further life-
long outcomes has been established through describing the mechanisms such as “skill
begets skill” by J.J. Heckman [2000]. Many studies have established that early life ex-
periences have a significant effect on children’s cognitive development and learning
outcomes later in life [Shonkoff, Phillips, 2000; Heckman, 2006; Knudsen et al., 2006;
Grantham-McGregor et al., 2007].

Moreover, research focusing specifically on attendance in pre-primary education
in a wide range of countries has consistently found positive effects on subsequent pri-
mary school achievements and graduation rates. In a longitudinal study in Argentina,
a year of public pre-primary school attendance increased Spanish and mathematics
test scores by 23% of the standard deviation of the distribution of test scores [ Berlinski
et al., 2009]. Attendance in preschool for at least a year was associated with higher
fourth grade test scores in mathematics, reading and social sciences in a cross-sectional
study of 159,000 children in Chile [Cortazar, 2015]. Similar results were found in Nepal
where at least 95% of the 935 children who attended various early child development
programmes received dramatically better year-end examination scores than children
who did not come from such programmes [Save the Children, 2003]. Likewise, studies
in Ghana and Cape Verde documented the positive impact of preschool attendance on
raw test scores at the end of the programme [Jaramillo, Tietjen, 2001]. Furthermore,
a three-year study in rural Bangladesh revealed significantly higher first and second
grade primary school achievements by 180 graduates of 30 pre-primary programmes
compared to children who did not attend pre-primary school [Aboud, Hossain, 2011].
Strong positive association between preschool completion and decreased grade-repe-
tition rates in primary school were observed in Brazil by a cross-sectional study based
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on national surveys [World Bank, 2001]. In one of the largest studies to date, in 89% of
65 countries served by the Programme for International Student Assessment (PISA),
attending pre-primary school for at least one year raised reading test scores at age 15
controlling for socio-economic background, and the effect was larger for two or more
years of pre-primary education [OECD, 2011].

Much evidence is also available showing that pre-primary education especially
benefits poor children in both high- and low- to middle-income countries (Havnes,
Mogstad [2011] for Norway; Deming [2009] for the U.S.; Dumas, Lefranc [2010] for
France; Mingat, Seurat [2011] for Madagascar; Martinez et al. [2012] for Mozam-
bique).

Studies using extensive follow-up data show long-term positive effects. In rand-
omized controlled studies of small-scale programmes in the U.S., researchers have fol-
lowed children from preschool through adulthood and found higher academic achieve-
ment, increased high school graduation rates, lower grade repetition and decreased
recommendations for remedial education services [ Reynolds et al., 2002; Schweinhart
et al., 2005; Barnett, Masse, 2007]. A longitudinal retrospective analysis over five years
in Uruguay found a positive effect of pre-primary education attendance. Using a within
household sibling comparison methodology, the study found that it reduces the likeli-
hood of early grade repetition and raises overall educational attainment [Berlinski et
al., 2008].

This paper assesses how many world economies have a policy in place to sup-
port the SDG target 4.2 of ensuring that all children receive at least one year of pre-
primary education. Drawing on a newly created database of indicators of the provision
of tuition-free pre-primary education, the feasibility and utility of this data to assess
country action on one of the SDG targets is demonstrated. The status of pre-primary
education provision in 163 countries is assessed based on the sources available as of
2015. The availability and duration of free, and free and compulsory pre-primary edu-
cation globally, and the variation in availability by level of economic development and
geographic region are investigated. Next, this article demonstrates how the quantita-
tive data on national policies can be utilized to examine a relationship between policies
and outcomes. Analysis of the relationship between pre-primary education provision
and rates of enrolment in pre-primary education also provides information about how
closely related pre-primary education policy provision is to the indicator for target 4.2,
participation/enrolment rates.

The focus is on the provision of free and compulsory pre-primary education be-
cause children must enroll in pre-primary education in order to receive its benefits
and studies have shown that one of the greatest barriers to enrolment especially among
poor families is tuition [Alderman et al., 2001; Kadzamira, Rose, 2003; Hillman, Jen-
kner, 2004; Princeton University, 2006]. Introducing or increasing fees tends to re-
duce school enrolment [Burke, Beegle, 2004; Sayre et al., 2014]. For example, in one
Nigerian state enrolment in primary school dropped from 90% to 60% between 1982
and 1984 after school fees were imposed. At the same time, research from a range of
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countries has found that providing free education tends to raise the number of children
enrolled in school [Nielsen, 2009]. Making free pre-primary education compulsory is
one of the necessary steps toward its universality.

Methodology
Data

To identify which countries have made pre-primary education tuition-free and
compulsory, a new global database was created that captures policies on the provision
of pre-primary education at a national level. The quantitatively comparable data were
primarily created from reviewing and coding national government reports to the United
Nations Educational, Scientific and Cultural Organization (UNESCOQO) International
Bureau of Education’s World Data on Education database, 6th and 7th Editions, and
the 48th International Conference on Education (2008). These reports were used as the
main source because they provide comparable qualitative data on the largest number of
nations. The reports contain a comprehensive discussion of national educational sys-
tems, including descriptions of educational principles, educational laws and basic regu-
lations, administration and management, structure and organization, and educational
process. When data were incomplete or unavailable through these sources, they were
supplemented with information available through the following sources: World Bank
Systems Approach for Better Education Results (SABER) country reports, Interna-
tional Council for Open and Distance Education country profiles, official documenta-
tion accessible through Planipolis, a portal of education plans from UNESCO mem-
ber states, and the Eurypedia, a database of European Union (EU) country education
policies. The information in the reports and documents was systematically coded into
a set of quantitative variables. To assure comparability, a coding framework was es-
tablished to capture provision details and allow meaningful comparisons across pro-
grammes instituted by different nations. At least two coders separately reviewed sources
for each country and compared coding decisions to confirm standard interpretation
and to reduce potential for human error or inconsistencies. This followed the rigorous
methodology for creating quantitative indicators from detailed educational policy and
legal texts used in previous studies [Heymann, 2013; Quamruzzaman et al., 2014; Hey-
mann et al., 2014b].

To increase comparability of policies across countries, the fact that nations re-
fer to pre-primary education using different terms, including early childhood educa-
tion, nursery school, pre-primary programme, preschool, kindergarten or preparatory
school, was taken into account. UNESCO’s International Standard Classification of
Education (ISCED) definition of pre-primary or level 0 education was used, which is
“ISCED level 0 programmes target children below the age of entry into ISCED Ilevel
1. There are two categories of ISCED level 0 programmes: early childhood educational
development and pre-primary education. The former has educational content designed
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for younger children (in the age range of 0 to 2 years), whilst the latter is designed
for children from age 3 years to the start of primary education” [UNESCO, 2012]. If
the entrance age to primary school in a country is five, the educational programmes
provided for children aged three and four were examined. If the first year of primary
education is termed a “reception year” or something similar, it was considered a part of
primary education and it was not captured as a pre-primary programme in the dataset.
When reports contain pre-primary education policy information on subnational level,
the data reflect provisions that apply to the majority of territorial units in the country.
The database includes information on pre-primary education for 86% UN member
states for which recent data were available in the UNESCO reports or other sources (166
countries; see Table 1). Overall, the distribution of countries by income and region in the
descriptive sample is comparable to the income and region distribution for all 192 UN
member states (as of 2011). The sample of countries in the regression analysis of pre-pri-
mary enrolment are slightly more likely to fall in the high- and middle-income categories.

Table 1. Characteristics of countries used in the analyses by level of income and world region

Sample in descriptive Sample in regres- UN member
analysis sion analysis states
(n=166), % (n=124), % (n=192), %

Level of income
Low 16 16 18
Lower-middle 29 22 29
Upper-middle 28 31 27
High 27 31 26
Geographic region
Americas 19 22 18
East Asia and Pacific 16 11 16
Europe and Central Asia 30 32 28
Middle East and North Africa 10 10 10
South Asia 3 2 4
Sub-Saharan Africa 22 22 25

Note: All percentages are rounded to the nearest whole number. Some percentages may not
always sum exactly to 100% as a result of rounding. National income and regional groupings used
are based on 2011 World Bank classifications. Descriptive sample includes all countries with data on
pre-primary education policy data from UNESCO or other sources between 2006 and 2015.

Source: compiled by the authors.

National gross domestic product and level of urbanization (as well as income and
region) were obtained from the World Bank’s World Development Indicators in the
same year as the pre-primary enrolment data that was used.
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The data on national enrolment and graduation rates were obtained from the
UNESCO Institute of Statistics Data Centre.

Variables

Countries classified as having free pre-primary education were those countries with a
policy in place providing at least one year of pre-primary education, using the UNESCO
definition of pre-primary (level 0) education, and charging no tuition or educational fee
(although other fees could be charged for such things as meals or field trips).

Countries classified as having compulsory pre-primary education were those coun-
tries with a policy mandating at least one year of attendance in pre-primary educa-
tion, using the UNESCO definition of pre-primary (level 0) education. The number
of years of compulsory pre-primary education is a categorical variable containing three
categories: zero years, one year and two years or more. SDG target 4.2 is a single year
of pre-primary education while at least two years of free pre-primary education “with
developmentally appropriate curriculum and classrooms, and quality assurance mech-
anisms” is the standard in the World Bank SABER framework for early childhood de-
velopment [Neuman, Devercelli, 2013].

Countries providing free and compulsory pre-primary education were countries
where there was a national policy providing at least one year of both free and compul-
sory pre-primary education. This composite variable was coded as missing if there was
missing data for either the indicator of “tuition-free” or “compulsory.” The “free and
compulsory” variable measures the policy in place irrespective of the degree of imple-
mentation or the percentage of the relevant age-eligible population that is enrolled in
a pre-school program. Comprehensive data on the degree of implementation are not
available at the global level at present. Another variable indicates the number of years
that free, compulsory pre-primary education is provided: zero, one year and two years
or more.

The net pre-primary enrolment rate is defined as the number of children who are
reported to have enrolled in pre-primary school (regardless of age) expressed as a per-
centage of the number of age-appropriate children in the population. Net enrolment
rates were utilized as a commonly used measure of school enrolment: a high net enrol-
ment rate indicates a high degree of coverage for the official school-age population of
children. Compared to gross rates, net rates do not include enrolment of under- and
over-aged children.

Research suggests that a country’s level of national economic development and
level of urbanization both strongly influence educational enrolment. For analysis of
the relationship between provision of pre-primary education and pre-primary net en-
rolment rates, countries’ per capita gross domestic product (GDP) and urbanization in
the year in which enrolment was measured were controlled. Per capita GDP is measured
in current U.S. dollars. To account for the difference in the impact of income at the
lower and the higher ends of the national income spectrum, the natural logarithm of
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per capita GDP was utilized. Urbanization is defined as the percentage of the popula-
tion living in an urban area.

Geographic region is based on the World Bank’s 2011 classification and includes
East Asia and Pacific, Europe and Central Asia, Middle East and North Africa, the
Americas, South Asia and Sub-Saharan Africa.

Income/grouping is based on the World Bank’s 2011 classification. Countries are
classified in one of four income groups: low, lower-middle, upper-middle and high.
Income is measured using World Bank estimates of per capita gross national income
after converting local currency into U.S. dollars, using the World Bank Atlas method
[World Bank, 2016].

Analytic Approach

Two sets of analyses were conducted. First, the status of pre-primary education
provision was described globally, by region and by level of income. The percentage of
countries with a national policy guaranteeing tuition-free pre-primary education was
calculated, as was the percentage guaranteeing tuition-free and compulsory pre-pri-
mary education. In addition, the frequency distribution of the duration of tuition-free
(and tuition-free and compulsory) pre-primary education policies was generated.

A linear regression analysis was conducted to examine whether the provision of at
least one year of free pre-primary education is associated with pre-primary education
enrolment rates. A linear regression model was fitted in which the dependent variable
was the national net pre-primary enrolment rate for the most recent available year from
2011 to 2014, and the key predictor variable was an indicator of free pre-primary educa-
tion provision in the most recent year between 2006 and 2011. The natural logarithm
of per capita GDP and the rate of urban population in the year in which enrolment is
measured were included as control variables in the model.

Results

Fewer than half of the countries studied provide at least one year of tuition-free pre-
primary education, whether compulsory or not (see Table 2). Only 27% of all the coun-
tries studied (45 of 166) provide two or more years of free pre-primary education. Nine-
teen percent of countries provide tuition-free pre-primary education and also make it
compulsory; among these, a minority (39%) provide it for two years or more. In con-
trast, among the 26% of countries that provide free but not compulsory pre-primary
education, a majority (76%) provide it for two or more years.

The provision of pre-primary education varies substantially by region (see Table 3).
Based on the available data, in Europe and Central Asia 70% of countries provide at
least one year of tuition-free pre-primary education. In the Americas, the percentage
is slightly higher at 75%. In comparison, a smaller fraction of countries in South Asia
(17%), Sub-Saharan Africa (14%), Middle East and North Africa (25%) and East Asia
and the Pacific (19%) offer at least one year of tuition-free pre-primary school.
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Table 2. Global provision of pre-primary education

Total No tuition-free pre- | Tuition-free pre- Tuition-free and com- Tuition-free but not com-
primary education primary education pulsory pulsory
166 92 74 31 42
100% 55% 45% 19% 26%
1 year 2 years 1 year 2 years 1 year 2 years
29 45 19 12 10 32
39% 61% 61% 39% 24% 76%

Note: The number of “tuition-free and compulsory” and “tuition-free but not compulsory”
countries does not sum to 74 due to lack of data on whether pre-primary education was compulsory
for one country. All percentages are rounded to the nearest whole number.

Source: compiled by the authors.

Table 3. Provision of pre-primary education by region

At least 1 year of Two years of tuition- At least one year of
tuition-free pre-prima- free pre-primary tuition-free, com-
ry education, % education, % pulsory pre-primary
education, %
Americas 75 38 47
East Asia and the Pacific 19 12 4
Europe and Central Asia 70 42 26
Middle East and North Africa 25 19 6
South Asia 17 17 0
Sub-Saharan Africa 14 14 3

Note: All percentages are rounded to the nearest whole number.

Source: compiled by the authors.

When it comes to providing two years or more of free pre-primary education,
the highest prevalence is among countries in Europe and Central Asia (42%) and the
Americas (38%). These regions also reflect a relatively high prevalence of at least one
year of free and compulsory pre-primary education (47% of countries in the Americas
and 26% in Europe and Central Asia). In all four other regions, the rate for provision
of at least one year of tuition-free and the rate for at least one year of free and compul-
sory education are 25% or less. In South Asia, there are no countries with tuition-free
compulsory pre-primary education.
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In addition to regional differences, there are marked disparities in provision of free
pre-primary education across income levels (see Figure 1). Provision of at least one
year of free pre-primary education is much more common in high-income (62%) and
upper-middle-income (63%) countries than in low-middle-income countries (27%)
and low-income countries (15%).

%
1001

801

88
60 . 74

60
61

40-

s 39 40

20+

12
O T T T 1
Low-income Lower-middle-income Upper-middle-income High-income

O No tuition-free pre-primary

O Tuition-free but not compulsory

Fig. 1. Percent of countries with and without free pre-primary education, by income level

Source: Compiled by the authors.

There are also marked disparities in the provision of universal or free and com-
pulsory pre-primary school across income levels. A third of the upper-middle-income
countries (33%) but only 15% of low-middle-income countries provide at least one
year of free and compulsory pre-primary education.

Table 4 shows the results of the ordinary least squares (OLS) regression analysis
examining the relationship between free pre-primary education provision and pre-pri-
mary net enrolment rates. Provision of free pre-primary education, whether compulso-
ry or not, was found to be associated with higher net enrolment rates at the pre-primary
level and the relationship was statistically significant. Provision of at least one year of
tuition-free pre-primary education was associated with an average increase in net en-
rolment rates at the pre-primary level of 16%, even after controlling for per capita GDP
and urbanicity.
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Table 4. OLS regression model predicting net enrolment rates at pre-primary level

B
At least one year of pre-primary education is free 16.39%**
(3.81)
Natural log of per-capita GDP 12.13%%%*
(1.61)
Percent of population living in urban area 0.04
(0.11)
Constant —61.69%**
(10.74)
N 124
R? 0.63

Note: Standard errors are reported in parentheses. For summary statistics see Supplementary
Table. *, ** *** refer to p < 0.05, p < 0.01, and p < 0.001, respectively.

Source: Compiled by the authors.

Discussion

Despite the widespread agreement across international organizations on the impor-
tance of supporting healthy early childhood, monitoring of national action on the pro-
vision of pre-primary education has been limited. This paper employs an approach to
monitoring national pre-primary education provision based on globally comparable
measures of law and policy. The global provision of pre-primary education was evalu-
ated based on the latest policy data available for 166 countries, members of the UN. In
addition, regression analyses were employed to examine the association between provi-
sion of free pre-primary education and pre-primary net enrolment rates.

Globally, there are substantial gaps in the provision of pre-primary education.
Around the world, fewer than half the countries with available data make at least one
year of pre-primary education financially accessible by providing tuition-free pro-
grammes. Just 27% of countries examined offer free pre-primary education for two
or more years. This study also highlighted substantial variation in the provision of free
pre-primary education by national income, which often leaves children in the poor-
est countries deprived of the opportunity for early learning. Only a small minority of
low-income countries provide free pre-primary education. Similar variation exists in
the distribution of policies ensuring that pre-primary education is universal. One third
of the upper-middle-income countries but only 15% of low-middle-income countries
provide at least one year of free and compulsory pre-primary education.

The analysis also illustrates the global accessibility gap between primary education
and pre-primary preparation. As of 2014, 159 countries had made primary education
free and compulsory [de Guzman Chorny et al., 2014]. Yet fewer than half (44%) of
the countries that provide free primary education also offer at least one year of free pre-
primary education as of 2015.
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The analysis also revealed that provision of free pre-primary education was associ-
ated with increased pre-primary enrolment rates: availability of at least one year of free
pre-primary education was associated with an average increase in enrolment of 16%.

This study’s findings should be interpreted with the following limitations in mind.
The available and reliable sources described above were systematically analyzed to cre-
ate the database of pre-primary education policy provision. A measure of the level of
implementation could not be incorporated because this information was not provided
for all countries (although some sources provided a comprehensive picture of the chal-
lenges to full implementation). Because available cross-sectional data was used for the
multivariate analysis of pre-primary enrolment rates, the analysis can only establish an
association and not a causal relationship between the type of provision and enrolment
rates at the pre-primary level. Studies of changes in outcome measures before and after
the introduction or removal of pre-primary tuition are needed to demonstrate causa-
tion. Data on other potential explanatory variables, such as the availability and role of
non-state provided pre-primary programmes, the location and accessibility of pre-pri-
mary programmes, as well as the amount of other fees and costs, are also not available
currently on a global basis and may contribute to pre-primary enrolment rates.

Also, a binary indicator of provision of public, free and compulsory pre-primary
education and a simple measure of years of education provided are broad, high-level
indicators of progress and do not address the full scope of SDG target 4 which speci-
fies ensuring access to “quality” education. An important next step thus would be to
increase efforts to gather quantitative, comparable data on indicators of policies af-
fecting the quality of pre-primary education on a global basis, including teacher train-
ing requirements, age-appropriateness and inclusiveness of curriculum, availability of
learning materials, and the quality of school’s environment, among others. Evidence
on the importance of these indicators — especially teacher training and preparation
requirements — to the quality of the programmes and children’s outcomes is growing
[Sheridan et al., 2009; Mtahabwa, Rao, 2010] but further and more comprehensive,
i.e., including all nations globally, assessment requires additional global data.

Also important to consider is the way in which pre-primary education fits within
the overall approach to, and can be integrated with, other services for pre-school-age
children such as health and nutrition services. There is evidence that multi-sector ap-
proaches can be effective at increasing enrolment, and potentially significant gains have
been shown for marginalized groups such as disabled and low-income children [World
Bank, 2013; Vargas-Baron, 2015; Yoshikawa, Kabay, 2015]. Individual country studies
suggest that certain characteristics, e.g. coordination across agencies, staff continuity,
extensive consultations with all stakeholders in policy development and strong com-
mitment at the national level, increase the effectiveness of such programmes [Engle et
al., 2013; Britto et al., 2014; DiGirolamo et al., 2014; Vargas-Baron, 2015] but without
comparison data across the full range of programmes and contexts firm conclusions
and recommendations cannot be made.
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This article illustrates the potential for using policy data in monitoring progress
towards the SDGs and in assessing the relationship of policy steps to outcomes using
one target — universal access to pre-primary education — as an example. This builds on
previous proposals to use policy indicators to monitor global human rights agreements
[Heymann et al., 2014a, 2015; Raub et al., 2016]. Use of this approach — making quan-
titative, comparable, systematic national policy data available for analysis to comple-
ment outcomes data — would represent an important step toward better monitoring of
progress toward the SDGs.

In addition to outcome data, details of policy design are critical to gather on a
regular basis in order to go beyond monitoring and to provide national governments
with the information needed to structure policies that will help move their countries
closer to the targets.

The question of how best to meet the SDGs and their targets is not an easy one.
Global reports, like the 2015 Education for All Monitoring Report [UNESCO, 2015],
draw conclusions regarding effective strategies based on common findings from a hand-
ful of studies of a small number of countries, simultaneous trends or apparent associa-
tions, as compared to a rigorous statistical analysis of longitudinal policy and outcome
data. National governments and many global intergovernmental and non-governmen-
tal organizations such as UNESCO already collect data on the guaranteed minimum
income (GMI) outcome indicators. Merging these data with a global source of policy
and law indicators would result in valuable additional information on what works while
not increasing the burden or cost of monitoring significantly. Furthermore, once in
place, this database could be updated regularly with a reasonable level of effort thereby
providing countries with historical data with which global monitoring systems could
assess the extent of progress over time. Also, with longitudinal, quantitative data more
rigorous analysis of the causal impact of policies would be possible.

Conclusion

The approach to examining pre-primary education provision used in this article —
gathering of quantitative, comparable, harmonized policy data to be updated over
time — when combined with longitudinal outcome data would make it possible to more
rigorously analyze the impact of these various aspects of pre-primary education poli-
cies on outcomes and provide policymakers with evidence-based recommendations/
guidance on effective policy design. Tracking both policies and outcomes is essential
in order to analyze and determine the relative effectiveness of different approaches,
thereby providing policymakers with the tools to plan and allocate resources to make
optimal choices with respect to achieving the SDGs.
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Appendix A: Summary Statistics of Variables Used
in Regression Analyses (N=124)

Variable name N Mean Standard Minimum Maximum
deviation

Dependent
Pre-primary education net enrolment 124 55.33 30.40 1.04 99.63
rates, 2011 (in %)
Independent
Is pre-primary education free? 124 0.49 0.50 0 1
(yes=1)
Control
Logarithm of per capita GDP 124 8.80 1.53 5.48 11.97
(in $1,000)
Percent of population living in urban 124 58.17 23.20 10.91 98.81
area (in %)

Note: Sample size reduced from 166 to 124 due to data availability for independent and control
variables.

Source: Compiled by the authors.
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Abstract

This paper is focused on the European development response to the refugee and migration crisis. European
development aid was impacted by the refugee and migration crisis and appeared to be a tool to smooth the
consequences of the crisis in Europe. The author conducted semi-structured interviews with scholars,
policymakers and representatives of civil society and came to conclusion that the European Union (EU) and its
members, instead of developing a strategic programme to resolve this structural issue, used a tactical solution
to achieve the short-term goal of stopping migration. Short-term motivations prevailed over a long-term
strategy and resulted in the politicization of development aid in policy papers: there was a significant change
in the discourse regarding migration and development assistance. While EU members have indeed excessively
used official development assistance (ODA) to host refugees in their countries, EU development programmes
in African countries have been largely relabeled as “migration-related.” So far there is no evidence-based
research that redistribution of aid beneficiaries has taken place as a result of the policy to tackle the “root
causes” of migration.

This paper first outlines the European policy framework on development assistance which is aimed at
migration management. Then it identifies the EU initiatives to mainstream migration into the development
agenda, and considers members’ use of ODA to cover domestic expenses for refugees and asylum seekers. The
paper concludes by outlining the key concerns regarding instrumentalization of aid.
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Introduction

Over the last three years the refugee and migration crisis has represented one of the most
challenging policy issues for the European Union (EU) as thousands of people from the
Middle East, Africa and Asia relocated to Europe in search of safety and dignity. This pa-
per is focused on the response of donor countries as they tried to cope with the refugee
and migration crisis. There has been a notable shift as the EU and its members’ develop-
ment assistance has become reoriented towards resolution of the crisis. First, the EU estab-
lished the Emergency Trust Fund for Africa (largely financed by the European Develop-
ment Fund) to help African countries foster stability and improve migration management.

' The editorial board received the article in August 2017.
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Second, “migration-related” projects have been advanced in the traditional development
agenda of developing countries. Third, European donor countries have resorted to official
development assistance (ODA) funds to tackle the domestic refugee and migration crisis.

The problem of using ODA resources to ease the migration crisis and increase the ef-
fectiveness of migration management has been widely discussed in the expert community.
There are several concerns in this context, including the politicization of development as-
sistance, the allocation of aid which is not aimed at development, and the presumably inac-
curate calculation of aid in order to achieve a ratio of 0.7% between ODA and gross national
income (GNI), in accordance with the United Nations’ (UN) long-standing goal. This
article correlates the short-term and long-term imperatives of the development assistance
policy of the EU and its members with regard to the refugee and migration crisis.

Over the past decade there had been increasing interest in the migration-development
nexus. It is assumed that migration can be beneficial for both receiving and home countries
by promoting economic growth and reducing poverty [Nyberg-Sorensen et al., 2002; Faist,
2008]. One aspect of this agenda is the enhancement migration-related concerns in the deve-
lopment priorities of donor countries. The issue of “migration management” through deve-
lopment funds appeared prior to the current crisis. P. Weil [2002] suggested that hidden behind
development intentions there is a strong interest in the forcible return of illegal immigrants.

The approach of tackling the “root causes” of migration in order to reduce migra-
tion flows has been debated among scholars. H. de Haas [2007] argued that according to
empirical and theoretical evidence, with the increase of economic and human develop-
ment greater capabilities and aspirations for emigration emerge, at least in the short and
medium term. This argument is supported by research on the notion of the “migration
hump” [Martin, Taylor, 1996], which reflects the fact that development on the horizontal
axis and migration on the vertical axis will form an inverted U-shaped curve. The poorest
people are too poor to migrate, whereas those who are sufficiently well-off do not feel the
need to migrate in order to improve their material well-being, although migration might be
an option for them for other reasons [Black, 2009].

The role of European development assistance in the current refugee and migration
crisis has been analyzed by a number of researchers. J. Carling and C. Talleraas [2016] sug-
gested that a focus on “root causes” to reduce migration flows might harm the effectiveness
of development policies. L. Den Hertog [2016a] claimed that EU policymakers aspired to
flexibility in “migration management” in order to respond more swiftly to humanitarian
and operational needs. The author voices his concern that “funding in this area is led by
emergencies rather than policy” [Den Hertog, 2016b], with a number of overlapping and
competing policy papers and objectives. Another concern is the redistribution of aid among
beneficiaries with the least developed countries suffering the most [Hauck et al., 2015].

A. Knoll and A. Sherriff [2017] assessed the impact of irregular migration and the
refugee situation on ODA in Europe and stipulated that even despite increased costs for
refugee hosting, the EU managed to make additional finances available for ODA. However,
the crisis made the EU countries increase cooperation for long-term development aid with
countries that are relevant from a migration perspective, therefore there is a high risk of
“forgotten crises” in the short to medium term.

The Independent Commission for Aid Impact evaluated progress in the United King-
dom’s aid response to irregular migration into the UK [ICAI, 2017]. According to the re-
view, under ODA rules aid programmes may address root causes of migration as a main
objective, but the goal of limiting the number of irregular migrants is only permissible as
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a secondary objective. Additionally, at the time of the review (March 2017), the UK’s re-
sponsible departments had not yet elaborated a shared definition of “migration-related”
aid programming, nor an agreed list of such programmes.

The hypothesis of the present paper is that in order to achieve the short-term objective
of an immediate decrease of migration and refugee inflows to Europe, European donor
organizations have instrumentalized development assistance.

This research draws largely on semi-structured interviews with policymakers, aca-
demics and representatives of civil society organizations (CSOs). Skype interviews were
conducted with six experts while two experts completed questionnaires. There are four
representatives from civil society organizations, three scholars and one policymaker. The
interviewees were asked to evaluate the policies of major development agencies regarding
the restructuring of development funds towards the “root causes” of migration and refugee
crisis. Only one response was received out of almost 20 requests sent to national develop-
ment agencies, although stating they would not be able to participate.

Representatives of civil society and human rights organizations contributed to the
present study to a greater extent. Prior to the interviews, these organizations were among
those which had published a number of joint open letters to European donor organizations
including on the matter of reorientation of development aid to migration management and
in-donor refugee costs. This research has gathered their key concerns regarding European
strategy and tactics to resolve the refugee crisis.

This paper proceeds first with a discussion of the European policy framework on deve-
lopment assistance which is aimed at migration management. The second part proposes an
outline of EU initiatives to mainstream migration into the development agenda. The third
part is devoted to members’ decisions to use to ODA to support the domestic costs of receiv-
ing refugees. The fourth part presents key concerns regarding the instrumentalization of aid.

Politicized aid refers to “aid policies and programmes skewed with donors’ foreign
policy and national security interests and formally embedded in international development
strategies and humanitarian practices” [Oxfam, 2011]. Based on interviews with experts,
the paper demonstrates how the crisis affected discourse about migration at the doctrinal
level, and how the prevalence of short-term motivations over long-term strategy resulted in
a politicization of development aid in the era of a “post-truth politics.”

EU Policy Framework on Migration and Development

Increasing numbers of refugees and irregular migrants in recent years have challenged Eu-
ropean policies. Protracted crises, terrorism, repressive regimes, inequality and poverty
caused mass migration in recent years with more than 65 million forcibly displaced people
worldwide [UNHCR, 2017]. In 2015, European authorities detected more than 1.8 million
illegal crossings — 511,000 in 2016 [European Parliament, 2017] and 205,000 in 2017 [Eu-
ropean Parliament, 2018].

Experts would not say that it was an unexpected outbreak — a number of protracted
crises and insufficient humanitarian assistance to refugees in already overpopulated camps
in Turkey, Lebanon and Ethiopia inevitably would push forcibly displaced people to look
for a safer life. By May 2016, Europe had received only 6% of the world’s forcibly displaced
people [Edwards, 2016], whereas over half of the world’s refugees were hosted in developing
countries of the Middle East and Africa, with nine of the top 10 refugee-hosting countries
in developing regions [UNHCR, 2017].
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In order to propose a solid response to the challenge, European policymakers includ-
ed the notion of “principled pragmatism” in their Global Strategy on Foreign and Security
Policy which allowed them to combine internal and external actions for the resolution of
the crisis [Mackie et al., 2017]. This comprehensive approach demands the use of develop-
ment assistance to manage migration within Europe to host in-donor refugees, and also
to make external contributions to cope with “root” causes that spark migration flows in
developing countries.

The EU and its members collectively are the largest providers of ODA in the world
with €75.5 billion in 2016 [ European Commission, 2017b]. The top beneficiaries of EU aid
are Turkey, India, Afghanistan, Morocco and Syria [European Commission, 2016¢]. The
Global Approach to Migration and Mobility (GAMM), launched in 2005 and revised in
2011, was created to serve as an overarching framework for the EU’s external migration and
asylum policy, complementary to its foreign policy and development cooperation [Euro-
pean Commission, 2011]. Maximizing the development impact of migration and mobility
is presented as one of four GAMM pillars, acknowledging that good governance of migra-
tion brings vast development benefits. It is worth noting that addressing “root causes” of
migration is not mentioned in the document.

With the escalation of the crisis, the GAMM was replaced by the European Agenda on
Migration in 2015. In contrast with the GAMM, the discourse regarding migration has shift-
ed such that the focus is now on providing a swift and immediate response to the crisis [Eu-
ropean Commission, 2016b]. The pillars for EU migration policy were revised and the reduc-
tion of incentives for irregular migration by addressing its root causes came to the fore. These
root causes include civil wars, persecution, poverty, unemployment and climate change, all
of which should be prevented or mitigated in order to bring migration under control.

The EU delegations in key countries of origin and transit are charged with operational
responsibilities to “report on migration related developments and mainstream migration is-
sues into development cooperation” [ European Commission, 2015, p. 8]. Not only should
development cooperation be aimed at addressing long-term root causes of migration, but
humanitarian assistance should also seek to maximize its ability also to assist refugees and
serve as an instrument for addressing root causes of migration.

The European Agenda on Migration promotes the inclusion of migration issues in its
foreign policy cooperation with third countries, placing the external dimension of the EU’s
migration policy at the core of the dialogue with key countries of origin and transit. Ac-
cording to the European Commission, “positive and negative incentives will be integrated
into the EU’s development and trade policies to reward those countries willing to cooper-
ate effectively with the EU on migration management and ensure there are consequences
for those who refuse” [European Commission, 2016b]. Though the migration-develop-
ment nexus has lost much of its importance in comparison with GAMM, one of its pillars
(“a new policy on legal migration™) recognizes the positive effects of migration on both the
EU economy and the countries of origin.

Following the European Agenda on Migration, a new Partnership Framework on Mi-
gration was forged in June 2016. This Framework is aimed at establishing a coherent, credible
and effective policy to reinforce the return, readmission and reintegration of migrants, ele-
ments that are deemed essential in the fight against illegal migration. The Partnership Frame-
work pursues the short-term objectives of increasing the rate of returns and breaking the busi-
ness model of smugglers while addressing the root causes of migration in the long term.

As many as 131 non-governmental organizations (NGOs) voiced their concerns re-
garding the new Partnership Framework with third countries, which, according to NGOs,
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made deterrence strategies aimed at stopping migration the main objective of EU relations
with developing countries [Oxfam, 2016]. NGOs claim that evidence-based approaches
show the ineffectiveness of deterrence strategies which force asylum seekers to resort to
more dangerous routes to seek refuge.

As a result, on the doctrinal level there appeared to be no relevant strategy that of-
fered a long-term algorithm to guide reaction to the challenge. The GAMM appeared to
be outdated, while the major focus in subsequent policy papers was on preventing illegal
migration and enhancing cooperation on returns and readmission. For this reason, the
longer-term objective of tackling root causes of migration seemed to become a politically
correct euphemism for “curbing migration flows to Europe.”

Migration Management Through Development Assistance

In order to respond more swiftly to the refugee crisis the EU created special trust funds
for Africa and Turkey. The idea was to consolidate a greater amount of aid from different
sources in a short period of time in order to ensure a flexible and comprehensive response
to any emergency situation.

The EU Emergency Trust Fund for Africa (EUTF for Africa) was established in 2015
“for stability and addressing root causes of irregular migration and displaced persons in
Africa” [European Commission, 2016a]. The fund covers 26 major countries of origin or
transit for migrants with a budget of more than $2.5 billion ($2.4 billion from the European
Development Fund and $150 million from the EU members).

Along with pure development objectives such as jobs creation and support for resil-
ience in terms of food security, the focus is on migration management “in all its aspects”
[European Commission, 2016a, p. 3], including the fight against illegal migration and
smuggling, return and readmission, and issues related to good governance — human rights
abuses, capacity building in support of security and development, and border management.

The EUTF for Africa is indeed a swift and flexible tool: according to its 2016 annual
report, the process to approve an action takes only three to four months in comparison to
the 12—18 months required in other development projects [ European Commission, 2016d].
As a result, 106 projects had been approved by December 2016, with one-third of its fund-
ing devoted to strengthening the resilience of communities, almost a third to economic
opportunities, and migration management and good governance each receiving 17% of the
total budget for approved projects [p. 12]. In 2017, the allocation of funding was largely the
same with community resilience projects as a priority and a slightly increased focus on mi-
gration management (23%) [European Commission, 2017a]. However, the countries of the
North of Africa received funding only for improved migration management (€285 million).

Academics tend to agree that European trust funds facilitate the use of development aid
in a more coherent way in rather fragile environments, in contrast to inflexible traditional
development assistance [Interviewee no 5]. However, they are mostly seen as a short-term
solution that implies fast and flexible decision-making and spending; they do not have pro-
cedures to implement projects in a more forward-looking way and thus cannot be used to
address long-term priorities [Interviewee no 4]. V. Hauck et al. [2015] assume that the po-
litical pressure to react swiftly and show immediate results will lead to a greater possibility
that “valuable lessons of international cooperation are forgotten.” In terms of the EUTF for
Africa, there is a strong need for solid assessments of regional and country strategies to ensure
ownership, complementarity and balance between long-term and short-term objectives.
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During an interview, a European Commission official [Interviewee no 3] admitted
that the EUTFs are temporary solutions, and that there is an understanding that migration
flows will increase in the future rather than diminish. Therefore, although the EUTFs have
made positive contributions, long-term and structural challenges will require more solid
tools to resolve.

As far as the migration-development nexus is concerned, all of the representatives
of NGOs and academia approached for this research claimed that greater development
leads to more migration in the short term. There is a great deal of contradiction between
the insights generated from research on the migration-development nexus and the kind of
policies being implemented. The apparent logic behind the EUTF for Africa is to invest
in better development opportunities in Africa in order to demotivate potential migrants to
leave their countries [Interviewee no 5]. However, there is not much empirical evidence to
support the view that more development programmes reduce the motivations of potential
migrants to migrate. As noted by an NGO representative [Interviewee no 6], “there is no
matter how much research you provide, it is purely a political issue.” Thus, even though
policymakers are aware of what the evidence says about the correlation between develop-
ment and migration, political impulses can lead them to implement an alternative policy.

However, according to an interview with a European Commission official [Interview-
ee no 3], what they are trying to do is not to stop migration, but rather to make it safer. The
objective is to foster an environment in which migration is not the only option for people
seeking to have a better life, and thus they can make a choice to stay. Therefore, instead
of using the wording “root causes of migration,” it might also be appropriate to say “root
causes of poverty.”

One of the major concerns is the reorientation of Europe’s development funds to-
ward the curbing of migration. EU policy papers put forth development aid as a leverage
for migration control, which might be perceived as violation of a number of European
commitments, including the Treaty of Lisbon [2007] (which stipulates that development
cooperation should be used to eradicate poverty), the Busan principles on effectiveness
[OECD, 2011] and the Paris principles [OECD, 2005] of ownership by and alignment to
partner countries’ strategies. Moreover, migration management agreements with countries
in which human rights abuses take place might result in even greater inflows of migrants in
the longer term. In an interview, an NGO representative [Interviewee no 6] said that donor
countries resorted to development funds for short-term gains; by reducing the number of
migrants coming to Europe they can show the public and the media that they are doing
something about the problem.

According to an NGO representative [Interviewee no 1], most of the projects funded
by the EUTF for Africa are not problematic. For example, 85% of the funding in Niger was
indeed used for development programming, while the rest was dedicated to border man-
agement. This stems from the fact that many EU delegations, as well as the UN, NGOs
and implementing partners, have no intention of stopping migration. But if the funding
does not have the intended effect, this will give politicians the pretext to cut development
funding in the future.

Some scholars interviewed for this research claim that a reorientation of development
funds did not necessarily take place [Interviewee no 4, Interviewee no 5]. Instead, a great
number of development projects were simply relabeled as being migration-related. This is
echoed in a report by A. Knoll and A. Sheriff [2017] in which they claim that so far there
have not been substantive thematic changes. However, mainstreaming migration issues
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into European development cooperation may result in programming decisions in countries
that are relevant from a migration perspective.

Though there has not been a considerable shift in priorities on the ground so far, CSOs
have voiced concerns that there are already discussions underway about how to introduce
indicators to measure how many potential migrants were stopped from migrating, and
moreover that these indicators will influence decisions about what kind of projects to im-
plement. However, a European Commission official said that “at the political level there
is a lot of pressure on a number of development actors and donors to ensure that develop-
ment projects also contribute to the resolution of the perceived migration crisis,” and also
noted both the desire of some politicians to introduce such criteria, and the view within
the development community that such demands are naive and unrealistic to implement
[Interviewee no 3].

An ICAI report [2017] points out that there are a number of problems associated with
labeling traditional development projects as “migration-related.” It is very hard to demon-
strate the impact of a project on irregular migration, making it difficult to determine if the
objectives have been achieved or to identify what works. Second, there are complex causal
chains between aid and irregular migration decisions. The authors of the report claim that
innovative approaches to monitoring and evaluation are needed to ensure effective new pro-
gramming.

According to an interview with a policy researcher [Interviewee no 4], the re-labeling
of programmes as related to “migration management” allows for more substantial funding
mobilization. Though it might be criticized by NGOs and academics, tackling “root caus-
es” of migration has become a legitimate argument in the policy arena. Therefore, though
some experts and policymakers are aware of the fact that investment in development co-
operation will not necessarily lead to less migration, it remains a powerful argument to
mobilize funding and thus has become part of the dominant discourse.

ODA for EU Members’ Needs: In-donor Refugee Costs

Apart from the joint EU response, each member of the EU has undertaken its own meas-
ures to generate funds to host refugees. One of the financial instruments to cope with the
increasing number of refugees is the inclusion of costs for hosting refugees in ODA budgets.
According to the reporting rules adopted in 1988 by the Development Assistance Commit-
tee (DAC) of the Organization for Economic Co-operation and Development (OECD),
members are allowed to use development assistance budgets to host refugees during the
first 12 months of their stay. This includes payments for transport to the host country or
voluntary resettlement to a developing country and temporary sustenance such as food,
shelter and training. Integration activities and forced deportation cannot be counted as
ODA [OECD DAC, 2016a].

Until 2017, the DAC left the calculation of in-donor costs to the discretion of members,
which hindered comparison among donors. In October 2017, the OECD DAC issued clarifi-
cations on those in-donor refugee costs that were non-eligible as ODA expenditures. It clearly
stated that expenses for detention centres, border security and the costs of returning failed
asylum applicants cannot be calculated as aid [2017a]. With a one-year limit being retained,
the year should be calculated from the date of submission of an asylum application.

Due to the crisis, ODA funds spent on refugees more than tripled in 2016 from 2010
and accounted for 10.8% of all development aid [OECD DAC, 2017d]. As faras the EU and
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its members are concerned, this number rose to 14.2% in 2016 (from 12.9% in 2015) [ Euro-
pean Commission, 2017b] (Fig. 1). Even though in-donor refugee costs have increased sig-
nificantly, collective EU ODA has also risen, to €75.5 billion. While refugee costs increased
by €1.9 billion, the overall EU ODA surged by €7.6 billion, which means that greater ODA
volumes owe not only to the rise in in-donor refugee costs, but also to some additional
funding [ European Commission, 2016e]. However, if we take into consideration the pledge
to reach the 0.7% ODA/GNI target, EU collective aid constituted 0.51% of its GNI. How-
ever, as A. Knoll and A. Sheriff [2017] have remarked, without in-donor refugee costs this
number will reach a modest 0.41%.

16 7
14 - DAC EU Members
127
107
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6

47 DAC non-EU
R —— Members

0 T T T T T T 1
2010 2011 2012 2013 2014 2015 2016

Fig. 1. Comparison of In-donor Refugee Costs as a Share of Total ODA Between DAC EU and
Non-EU Members

Source: [OECD, n.d.].

Though about half of the OECD DAC members use other funds to cover hosting of
refugees, some allocated more than 20% of their aid budget to refugee-related expenses
in 2016: Austria allocated 37.7% of its aid as in-donor refugee costs, followed by Italy at
34.3%, Germany at 25.2%, Denmark at 17.7% and Sweden at 16.9% [OECD DAC, 2017d]
(Fig. 2). In 2015, refugees in Sweden became the main beneficiaries of Swedish aid: fund-
ing for in-donor refugee costs prevailed over bilateral support to partner countries, contri-
butions to multilateral organizations and ODA to specific regions.

After the acute phase of the crisis had passed, allocation of ODA for in-house refugee
expenses shrank in 2017 for almost all EU members of the DAC, which is indeed a good
trend. However, the volume of aid that does not cross borders is still quite significant. A
striking illustration of this is that EU DAC members’ expenditures on in-donor refugee
costs ($9.7 billion) were three-times more than the ODA given to the top five countries of
migrants’ origin — Syria, Afghanistan, Somalia, South Sudan and Sudan ($3.2 billion) in
2016 [OECD DAC, 2017a] (Fig. 3).

CSO representatives argue that in-donor costs should not be counted as ODA since
“they do not link to any development objectives of improving the welfare of poor people in
developing countries” [CSO Joint Statement, 2017] They refer to the OECD DAC Secre-
tariat’s statement 15 years ago concerning the danger that including expenditures on refu-
gees undermined the credibility of ODA.
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Fig. 2. In-donor Refugee Costs as a Share of Total ODA

Source: [OECD DAC, 2017d].
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Fig. 3. Comparison of DAC EU Members’ ODA Spent on In-donor Refugee Costs and Top-5
Countries of Migrants’ Origin

Source: [OECD, n.d.].

There is no unanimous opinion among academics regarding ODA and in-donor refu-
gee costs. Some claim that it is indeed not a good idea to reorient development funding to
internal agencies in order to host refugees, since this is no longer development. Others tend
to think that as long as a country reaches the 0.7% target for ODA/GNI, it might be accept-
able to resort to this funding for the reception of refugees.

The position of the World Bank on this issue can be traced in a report where it is stated
that “further increases in in-donor refugee costs could see funds diverted from develop-
ment and humanitarian aid, which in turn could aggravate the forced displacement crisis”
[World Bank, 2016]. Similarly, former UN Secretary-General Ban Ki Moon called this
initiative “counter-productive” [Siegfried, 2015].
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Politicization of Aid and Related Concerns

One of the main concerns among interviewees and migration and development experts is
the instrumentalization of ODA. Under the Lisbon Treaty, EU development aid should be
targeted toward poverty eradication. Meanwhile, trust funds allow the EU to “respond to
certain emergencies and crises that are high in the political agenda at the expense of other
potential crises that are less feasible, or at the expense of certain prevention measures” [In-
terviewee no XX]. J. Carling and C. Talleraas [2016] are also concerned with the problem,
stating that “rather than targeting aid to where needs are greatest, its priorities are influ-
enced by the EU migration agenda.”

The tendency is quite disturbing since there is no attempt on the part of countries
to conceal the intention to promote their own interests through development assistance.
The Global Strategy for the EU’s Foreign and Security Policy [European Union, 2016] is
quite explicit in presenting development aid as a part of a broader foreign policy, referring
to “principled pragmatism” [p. 8] as a guide to their external action, which indeed demon-
strates using development aid for the broader purposes of migration management and the
curbing of migration flows to Europe.

The European official [Interviewee no 3] noted that migration management should
not be viewed only in negative terms. Every country has borders and a right to decide who
can enter its territory, and faces the additional task of facilitating labour migration. For this
reason, migration management is in the interests of developing countries, and they quite
often ask the EU to foster their border management capacities. Moreover, they admit that
there is pressure from some ministries to use ODA for inherent European interests, how-
ever this is not something that is taking place. In the interview, the European official was
quite certain in saying that all EU development assistance fully corresponds with the ODA
definition coined by the OECD DAC.

Politicization of development aid was possible also due to a significant change in the
narrative about the migration crisis and development aid. Instead of talking about the op-
portunities that migration entails, there was a wholesale reorientation of the discourse pre-
senting migration as a challenge, crisis and problem. The very wording used to talk about
the current situation conveys certain meanings and feelings. Whereas interviewees from
NGOs used the term “perceived refugee crisis,” some policymakers also tend to bracket
the term “refugee crisis” to express their attitude towards the perception of the situation.
As one interviewee said, “the pace at which people arrive in Europe is actually perfectly
manageable, it is by no means a crisis. The only reason that there was a crisis is because
member states were not prepared and today they are still not, because politically they are
not prepared” [Interviewee no 1].

Within the development community, there are also many concerns about the way mi-
gration has been presented in public discourse. Special Representative of the UN Secre-
tary-General for International Migration Louise Arbour says that “the erroneous percep-
tion of an increased influx of irregular migration, combined with a lack of trust in state
capacities to deal with such influxes, has led to increased intolerance and rejection of mi-
grants” [United Nations, 2017].

Another effort to recast the refugee narrative was made by the OECD DAC which
deplored the portrayal of refugees as “burdens”, “dangerous infiltrators” or, at worst, as
“potential terrorists.” The OECD DAC claims that “narratives, whether positive or nega-
tive, can have real and meaningful policy implications” [OECD DAC, 2017c].
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The rhetoric has also changed with regard to ODA. For European policymakers there
is no longer any need to present ODA as a tool aimed exclusively at promoting economic
development and the welfare of developing countries. Instead, they claim directly that pos-
itive and negative incentives will be used when allocating ODA to countries that cooperate
or refuse to cooperate on the issue of return and readmission of irregular migrants. The
European need to regulate domestic migration management is set at the core of its global
policy, which undermines ODA credibility.

While it is quite evident that on the doctrinal level aid was instrumentalized and pre-
sented as a form of leverage, it is very important to note the risk of a potential redistribution of
ODA away from recipient countries which are not “migration-related” in the short-term per-
spective. According to NGOs, EU desk officers are asked to redefine their objectives in rela-
tion to migration, and funds will be allocated to those countries that are relevant to migration.

However, according a European Commission official [Interviewee no 3], this criticism
is unjustified. The EUTF for Africa is targeted at particular countries which indeed require
additional funding to cope with the problems of border control and capacity building.

It had already been noted that experts tend to think that instead of a reorientation of
funds there was considerable “relabeling” exercise to transform traditional development
projects into “migration-related” projects. Furthermore, research conducted by M.A. Cle-
mens and H.M. Postel shows that there is no clear evidence that aid disbursement follows
the “root causes” rhetoric. Their assessment shows that statistics so far do not reflect a
“worldwide wave of ‘root causes’ aid to the countries where migration is of most concerns
to donors” [2018, p. 5].

In their study, M.A. Clemens and H.M. Postel referred to conceptualization of im-
migration policies made by H. de Haas [2013]. According to this conceptual framework,
there are “policy gaps” among policy discourses, policies on paper, implementation and
outcomes. In the given context we see that public discourse has indeed influenced policies
on paper which put forth the identification of “root causes” as the cornerstone of ODA
policy. However there is still an “implementation gap:” current research has not proved any
massive reorientation of funds on the ground so far.

According to Czaika and de Haas, field studies confirm that such “implementation gaps
can be sizable particularly when policies on paper are unrealistic or detached from concrete
migration experiences” [2013, p. 496], which also might be the case in the current situation.

Meanwhile, instrumentalization of aid on the ground may have undesirable effects.
First, implementation of migration-related projects might threaten the ownership of the
third countries. The EU could spend resources on capacity building and training for border
guards, but if those are not the priorities of recipient countries, such spending will neither be
effective nor will it address the problem that the EU is seeking to resolve [Interviewee no 4].

From a long-term perspective, there is the possibility of exacerbating of human rights
violations. According to the ICAI report [2017], migration-related programming could
contribute to unintended harm to vulnerable migrants, especially in fragile environments
where national law enforcement standards are poor. For example, support to coastguard or
detention centers in Libya, where the right to asylum is not recognized, should be especially
well-monitored.

The “principled pragmatism” of migration-related development projects and exces-
sive use of ODA for domestic purposes can be seen partly as a response to the rising con-
cerns of European citizens. As a result, the refugee and migration crisis has become a part
of post-truth politics. “Post-truth” was chosen as the Oxford Dictionaries’ word of the year
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in 2016, and it characterises the way European policymakers have approached the crisis.
“Post-truth” describes circumstances when facts are less significant to the formation of
public opinion than emotions and personal convictions [Oxford Dictionary, n.d.]. Indeed,
the fact that Europe hosts only 6% of the world’s displaced persons and due to its size and
prosperity is more than capable of hosting more refugees is of “secondary” importance.
According to the 2016 Humanitarian Index, many European citizens assumed that their
governments had hosted significantly more refugees than they really did. For example, in
the UK people tend to think that their government has taken twice as many Syrian refugees
as they have done in reality. The situation is much more concerning in France and Ger-
many, where people assume that their countries hosted five times more refugees than they
actually did [Aurora Prize for Awakening Humanity, 2016].

Assessing the European response to the crisis in general, most of the interviewees
think that the EU and its members proposed a short-term solution: neither the trust funds
nor the domestic use of ODA can provide a long-term perspective on a protracted crisis.
There has also been a shift from the focus on state capacity building to crisis manage-
ment cooperation and border management? In order to bring prosperity to the developing
world, donor organizations have to operate in this post-truth environment. Development
assistance did not avoid politicization, instead it was subordinated to migratory goals. With
extensive use of ODA to cover in-donor refugee costs and the linkage of migration to aid,
the fundamental principles of predictability of aid and aid effectiveness are undermined.

Conclusions

Having analyzed the evolution of the EU doctrinal framework on migration and develop-
ment, as well as the major interventions of European development agencies, the following
conclusions can be made. First, with the escalation of the crisis, on the level of policy for-
mulation, there was no relevant strategy that could propose a long-term algorithm to guide
the response to the challenge or deal with unexpectedly high flows of refugees and migrants
in Europe. Moreover, no long-term strategy except for a controversial “root causes” ap-
proach has been proposed to cope with the refugee and migration crisis.

Second, in order to ease migration pressure on donor countries, donor organizations
proposed a short-term solution to curb flows of migrants and refugees to Europe and cover
hosting expenses for refugees in developed countries at the expense of development aid.
Massive volumes of ODA were reoriented toward in-donor expenses to host refugees.

Third, the crisis affected the discourse of migration and development, with politiciza-
tion of aid taking place at the doctrinal level: the “principled pragmatism” of using ODA
for EU interests is formally embedded in EU policy papers. Meanwhile, due to an “imple-
mentation policy gap” there is discrepancy between the policy of addressing “root causes”
of migration and its implementation on the ground. So far there has largely been only the
relabeling of pure development projects into “migration-related” ones, and there is no evi-
dence-based research that redistribution of aid beneficiaries has taken place on the ground.

Politicization of aid, even at the doctrinal level, undermines European political clout
and the credibility of aid, and might have troublesome long-term consequences for the EU

2 EU Common Security Defense Policy (CSDP) is implied here. CSDP is a framework for the EU to
implement crisis management, crisis response operation (military or civilian) which is a very flexible and rather
short-term tool.
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and its members. Further use of aid as a political tool can undermine the effectiveness of
aid and may fail to ensure security both for donors and recipient communities.

The refugee and migrant crisis might provide an opportunity to reconsider develop-
ment policy, since development assistance and humanitarian aid play a vital role in dealing
with large-scale challenges worldwide. The crucial thing is to stick to the principles ruling
the use of ODA and humanitarian aid — ownership and alignment, predictability for de-
velopment aid and impartiality for humanitarian aid. Otherwise, there will be greater risks
of an increase in the number of “forgotten crises” [Knoll, Sheriff, 2017], more instability
in countries that are not currently countries of transit or origin of migrants, or in those
countries which refuse to cooperate in the return and readmission of illegal migrants. With
a high probability of future massive migration and refugee inflows, there is an urgent need
for long-term vision and programming.
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1. Anonymous, NGO (Questionnaire in March 2017);

2. Anonymous, think-tank (Interview in April 2017);

3. European Commission Official (Interview in March 2017).

4. Den Hertog, Leonhard. Centre for European Policy Studies (Interview in March
2017);

5. Deneckere, Matthias. European Centre for Development Policy Management (In-
terview in March 2017);

6. Jeune, Hilary. Oxfam International (Interview in March 2017);

7. Simons, Rupert. Publish What You Fund (Interview in March 2017);

8. Vanderstappen, Cecile. CNCD-11.11.11 (Questionnaire in April 2017).
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B ¢okyce cmamou — ucnonvzosanue esponeickumu CmpaHamu ROAUMUKU N0 COOCUCMBUI0 pA38UMUI0 05l paspeule-
Hus muepayuonno2o kpusuca. Esponeiickas nomows 6 yeasx pazeumus (OI1P) ne uzbemxcara 6030eiicmeus co cmopoHbsl
MUSDAUUOHHO20 KPUBUCA U CIANA UHCIPYMEHMOM 0451 cenaxcusanus eeo nocaedcmeuii 6 cmpanax EC. [lpogeds noay-
CMaHOapmu3UpPOBAHHbIE UHMEPBLIO C UCCAe008AMENIMU, OOANCHOCMHIMU AUUAMU U NPEOCMABUMENAMU 2PANCOAHCKO20
obwecmea, agmop cmamou 0eadaem 8bl800, HMo 6MeCmo CMpPameueckoe0 NAAHUPOBAHUs NO PA3PeUeHuI0 npooaembl,
Hocsuet cmpykmyphotil xapakmep, EC u cmpanvi-unenvt npunsau makmuyeckoe peuierue 0as 00CMUMCeHUs: Kpamko-
CPOHHOU yeau coepicusanus muepayuu. B pesynsmame npousowina noaumuzayus NOMOWU 8 Ueasx paseumust Ha 00K -
MPUHANLHOM YPOBHE U CYULECMBEHHO UBMEHUACS NOAUMU1ecKuil duckypc no éonpocam muepayuu u OI1P. ITpu smom, 6 mo
epems kax cmpansl — ynenvt EC deiicmeumenvHo npubeeau k upesmepromy ucnonvzosanuto OIP das npuema bexcenyes 6
ceoux cmpaunax, mmozue npoepammol paseumus EC 6 aghpukanckux cmpanax 0biau nepeumeHo8ansl 8 npoepammol, 6aic-
Hble ¢ MUSPAYUOHHOU MOYKU 3peHus. B nacmoswuii momenm nem uccaedosanuii, 0eMOHCMPUPYIOUIUX, HMO NPOU3OUIAO
nepepacnpedenenue ROMouU Mexcoy cmparnamu-oeHepuuuapamu 6 pe3yivmame NOAUMUKU OOPbObL ¢ «<KOPEHHbIMU NPU-
YUHaMU» MUSPayuU.

Cmamos HauuHaemcs ¢ ONUCAHUS €8PONEIICKUX NOAUMUYECKUX PAMOK NO UCHOAb308AHUI) NOAUMUKU CO0elcmBUs
paseumuro 0as ynpaenerus muepayueil. /lanee onucviearomes unuyuamuewv, EC, nanpagaennvie na npodgudicenue 6on-
POCO8 MUPAyUU 8 NOBECMKY COO0CUCMBUs pa3sumuio, U anaiuzupyemces nodxod cmpar — unenoé EC K ucnonv3o0eanuio
OIIP 015 npuema Gevxcenyes. B 3axaouumensHom pazoene Nepeuucasitomcs OCHO8Hble NPOOAEeMbL, CEA3AHHBIE C UHCIMPY -
menmanuzayueir OI1P.

Kimouesbie ciosa: OITP; murpariusi; Kpusznc 6eXxeHIEeB; MUTPAIIMOHHBINA KPU3KC; TTIOMOIIb; KOPEHHbIE TTPUYNHBI;
pasBuTHE

Jas uurnposanus: Lllendensar A.A. (2018) Mcronb3oBaHMe MOJUTUKY B LEJISIX Pa3BUTHUS IJ1ST pa3pellieHus MUTpa-
HMoHHoro Kpusuca B EBporne // BectHuk mexayHaponaHbix opranuzauuid. T. 13. Ne 4. C. 195—212 (Ha pycckom 1
aHDMiicKoM si3bikax). DOI: 10.17323/1996-7845-2018-04-09.

UcTOouHUKM

Aurora Prize for Awakening Humanity (2016) Aurora Humanitarian Index 2016. Pexxum nocrtymna: https://auro-
raprize.com/en/aurora/detail/9601/first-annual-humanitarian-index-released (nara o6pamiexust: 30.08.2018).

Black R., Gent S. (2006) Sustainable Return in Post-Conflict Contexts // International Migration. Vol. 44.
No. 3. P. 15-38.

Carling J., Talleraas C. (2016) Root Causes and Drivers of Migration: Implications for Humanitarian Efforts
and Development Cooperation. Oslo: PRIO Paper.

Clemens M.A., Postel H.M. (2018) Deterring Emigration with Foreign Aid: An Overview of Evidence from Low-
Income Countries. CGD Policy Paper 119, Center for Global Development, Washington DC. Pexum goctyma:
https://www.cgdev.org/sites/default/files/deterring-emigration-foreign-aid-overview-evidence-low-income-
countries.pdf (mara o6pamenust: 30.08.2018).

Czaika M., de Haas H. (2013) The Effectiveness of Immigration Policies // Population and Development Re-
view. Vol. 39. No. 3. P. 487—508.

! Cratbs TocTynmIIa B penakiuio B aBrycre 2017 r.

210



MEXAOYHAPOOHLIE MEXAHU3MbI

De Haas H. (2007) Turning the Tide? Why Development Will Not Stop Migration // Development and
Change. Vol. 38. No. 5. P. 819—41.

Den Hertog L. (2016) EU Budgetary Responses to the ‘Refugee Crisis:” Reconfiguring the Funding Land-
scape. CEPS Papers in Liberty and Security in Europe no 93, Centre for European Policy Studies, Brussels.

Edwards A. (2016) Global Forced Displacement Hits Record High. United Nations Refugee Agency (UN-
HCR) News. Pexxum moctyna: http://www.unhcr.org/afr/news/latest/2016/6/5763b65a4/global-forced-dis-
placement-hits-record-high.html (nata oopamerus: 30.08.2018).

European Commission (2011) Communication on the Global Approach to Migration and Mobility.
European Commission (2015) Communication on the European Agenda on Migration.

European Commission (2016a) The EU Emergency Trust Fund for Africa: Trust Fund for Stability and Ad-
dressing Root Causes of Irregular Migration and Displaced Persons in Africa. Pexxum noctyna: https://eeas.
europa.eu/sites/eeas/files/factsheet _ec format eu_emergency_trust fund for africa 2017.pdf (mara oGpa-
menust: 30.08.2018).

European Commission (2016b) Communication on Establishing a New Partnership Framework with Third
Countries Under the European Agenda on Migration. Strasbourg, 7 June.

European Commission (2016c) EU Aid Explorer. Pexxum nmoctymna: https://euaidexplorer.ec.europa.eu/AidO-
verview.do (mata o6pameHus: 30.08.2018).

European Commission (2016d) EU Trust Fund for Africa: 2016 Annual Report. Pexxum nocrtyna: https://
ec.europa.eu/europeaid/sites/devco/files/eutf 2016 _annual report_final en.pdf (mara obpalieHus:
30.08.2018).

European Commission (2016e) EU Official Development Assistance Reaches Highest-Ever Share of Gross
National Income. Pexxum mocryma: http://europa.eu/rapid/press-release_IP-16-1362_en.htm (marta oOparie-
Hust: 30.08.2018).

European Commission (2017a) EU Trust Fund for Africa: 2017 Annual Report. Pexxum moctyma: https://
ec.europa.eu/trustfundforafrica/sites/euetfa/files/2017_tffa_en_web_lowres_final05.pdf_(mata oGparueHus:
30.08.2018).

European Commission (2017b) EU Official Development Assistance Reaches Highest Level Ever. Pexxum no-
cryna: http://europa.eu/rapid/press-release_[P-17-916_en.htm_(nara o6paiuenusi: 30.08.2018).

European Parliament (2017) Recent Migration Flows to the EU, Briefing Infographic. Pexxum nocrymna: http://
www.europarl.europa.eu/RegData/etudes/BRIE/2017/614604/EPRS_BR1%282017%29614604_EN.pdf
(mata oopameHnus: 30.08.2018).

European Parliament (2018) Recent Migration Flows to the EU, Briefing Infographic. Pexxum noctymna: http://
www.europarl.europa.cu/RegData/etudes/BRIE/2018/621862/EPRS_BRI(2018)621862 EN.pdf (mata 06-
pamenust: 30.08.2018).

European Union (2016) Shared Vision, Common Action: A Stronger Europe — A Global Strategy for the Eu-
ropean Union’s Foreign and Security Policy. Pexxum noctymna: https://eeas.europa.eu/archives/docs/top_sto-
ries/pdf/eugs_review web.pdf (mara oopamenms: 30.08.2018).

Faist T. (2008) Migrants as Transnational Development Agents: An Inquiry into the Newest Round of the Mi-
gration—Development Nexus // Population, Space and Place. Vol. 14. No. 1. P. 21—42.

Hauck V., Knoll A., Cangas A.H. (2015) EU Trust Funds: Shaping More Comprehensive External Action?
Briefing Note no 81, European Centre for Development Policy Management, Maastricht.

Independent Commission for Aid Impact (2017) The UK’s Aid Response to Irregular Migration in the Central
Mediterranean. Pexxmm moctyma: https://icai.independent.gov.uk/html-report/uks-aid-response-irregular-
migration-central-mediterranean/ (nata oopameHusi: 30.08.2018).

Joint CSO Statement to the OECD DAC members (2017) Pexum goctyna: https://www.oecd.org/dac/
CS0%?20inputs%20on%20clarification%200f%20rules %200n %200 DA%?20t0%20in-donor%?20refugee %20
costs.pdf (mata oopamenus: 30.08.2018).

Knoll A., Sheriff A. (2017) Making Waves: Implications of the Irregular Migration and Refugee Situation on
Official Development Assistance Spending and Practices in Europe. ECDPM Contributing Document, Euro-
pean Centre for Development Policy Management, Maastricht.

Mackie J., Deneckere M., Galeazzi G. (2017) Matching Means to Priorities: Challenges for EU-Africa Rela-

tions in 2017. ECDPM Challenges Paper Issue no 8, European Centre for Development Policy Management,
Maastricht.

211



BECTHUK MEXXOYHAPOZHbIX OPTAHU3ALIMN. T. 13. N2 4 (2018)

Martin P.L., Taylor J.E. (1996) The Anatomy of a Migration Hump. Development Strategy, Employment, and
Migration: Insights from Models (J.E. Taylor (pen.)). Paris: OECD. P. 43—62.

Nyberg-Sorensen N., Van Hear N., Engberg-Pedersen P. (2002) The Migration—Development Nexus: Evi-
dence and Policy Options State-of-the-Art Overview // International Migration. Vol. 40. No 5. P. 3—47.

Organisation for Economic Co-operation and Development (OECD) (n.d.) Statistics on Development. Pe-
KM goctyna: https://data.oecd.org/development.htm (mata oopamenus: 30.08.2018).

Organisation for Economic Co-operation and Development (OECD) (2005) The Paris Declaration on
Aid Effectiveness and the Accra Agenda for Action. Pexxum moctyma: http://www.oecd.org/dac/effective-
ness/34428351.pdf (nara obpaienus: 30.08.2018).

Organisation for Economic Co-operation and Development (OECD) (2011) Busan Partnership for Effective
Development Co-operation. Pexkum nocrymna: http://www.oecd.org/dac/effectiveness/49650173.pdf (nata 06-
pamenust: 30.08.2018).

Organisation for Economic Co-operation and Development — Development Assistance Committee (OECD
DAC) (2016a) Methodologies for Reporting In-donor Refugee Costs. Paris. Pexkum nocrtyma: https://www.
oecd.org/dac/stats/Refugee CostsMethodologicalNote.pdf (mata oopamenus: 30.08.2018).

Organisation for Economic Co-operation and Development — Development Assistance Committee (OECD
DAC) (2016b) Development Aid Rises Again in 2015, Spending on Refugees Doubles. Pexxum nocryma: http://
www.oecd.org/dac/development-aid-rises-again-in-2015-spending-on-refugees-doubles.htm (mara oGparie-
Hus: 30.08.2018).

Organisation for Economic Co-operation and Development — Development Assistance Committee (OECD
DAC) (2017a) Clarifications to the Statistical Reporting Directives on In-Donor Refugee Costs. Pexxum no-
CTyIIa: http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DCD/DAC(2017)35/
FINAL&docLanguage=En (mara oopamenus: 30.08.2018).

Organisation for Economic Co-operation and Development — Development Assistance Committee (OECD
DAC) (2017b) Table 1: Net Official Development Assistance from DAC and Other Donors in 2016.

Organisation for Economic Co-operation and Development — Development Assistance Committee (OECD
DAC) (2017c) Refugee Realities: Policy-Making and Recreating the Refugee Narrative. Pexxum nocryna: htt-
ps://www.oecd.org/dac/Refugee Realities_ Concept_Note_May%?2019.pdf (nata o6pamerus: 30.08.2018).

Organisation for Economic Co-operation and Development — Development Assistance Committee (OECD
DAC) (2017d) Development aid rises again in 2016. Pexxum mocryna: http://www.oecd.org/dac/financing-
sustainable-development/development-finance-data/ODA-2016-detailed-summary.pdf (mata oGparieHus:
30.08.2018).

Oxfam (2011) Whose Aid is it Anyway? Politicizing Aid in Conflicts and Crises. Briefing Paper no 145. Pe-
KMM  JocTyna:  https://www.oxfam.org/sites/www.oxfam.org/files/bp145-whose-aid-anyway-100211-en_0.
pdf (nata oopameHusi: 30.08.2018).

Oxfam (2016) Joint NGO Statement Ahead of the European Council of 28—29 June 2016. Pexxum nocryra:
https://www.oxfam.org/sites/www.oxfam.org/files/file_attachments/jointstatementeumigrationresponse.pdf
(mata oopamieHust: 30.08.2018).

Oxford Dictionaries (n.d.) Word of the Year 2016. Pexxum nocryma: https://en.oxforddictionaries.com/word-
of-the-year/word-of-the-year-2016 (mata o6parmtenus: 30.08.2018).

Siegfried K. (2015) How the Refugee Crisis is Hurting Foreign Aid. IRIN, 18 November. Pexxum mocty-
na: http://www.irinnews.org/report/102225/how-refugee-crisis-hurting-foreign-aid  (mara oGpaiieHus:
30.08.2018).

World Bank (2016) Conference: Forcibly Displaced: Toward A Development Approach Supporting Refugees,
the Internally Displaced, and Their Hosts, Washington DC, 15 September.

Treaty of Lisbon (2007) Pexum nocryna: http://publications.europa.eu/resource/cellar/688a7a98-3110-4ffe-
a6b3-8972d8445325.0007.01/DOC_19 (nata o6pamenusi: 30.08.2018).

United Nations Refugee Agency (UNHCR) (2017) Global Trends — Forced Displacement in 2016. UNHCR
Report. Pexxum moctyna: http://www.unhcr.org/globaltrends2016/ (mata oopamierust: 30.08.2018).

United Nations (UN) (2017) Consultations on Migration Compact Begin; UN Envoy Urges Policies that Re-
ject ‘Us vs. Them’ Tactics. UN News Centre, 8§ May. Pexxum noctyna: https://refugeesmigrants.un.org/con-
sultations-migration-compact-begin-un-envoy-urges-policies-reject- ‘us-vs-them’-tactics (naTa oOpaleHus:
30.08.2018).

Weil P. (2002) Towards a Coherent Policy of Co-Development // International Migration. Vol. 40. No. 3. P. 41-56.

212



Assessing the Potential for Global Economic
Governance Reform!

D.D. Bradlow

Daniel D. Bradlow — SARCHI Professor of International Development Law and African Economic
Relations, University of Pretoria and Professor of Law Emeritus, American University Washington
College of Law; University of Pretoria, Private bag X20, Hatfield 0028, South Africa; E-mail: danny.
bradlow@up.ac.za

Abstract

Every dynamic social system’s adaptive capacity is finite. Eventually, the ability of the system’s legal and
institutional arrangements to adapt to the changing operational context is exhausted. At this point, unless the
system is significantly reformed, it begins losing its legitimacy and efficacy.

This article contends that the structure, operation and scale of the global economy has changed so
dramatically that the current arrangements for global economic governance are approaching this crisis
moment. They are failing to deliver an inclusive, sustainable and efficient international economic system that
can contribute to peace, prosperity and human welfare. Their governance arrangements and operating practices
and procedures have not been adequately adapted to the new realities of the international political economy.
Key institutions are only slowly adjusting their current decision-making practices to the fact that the balance
of economic power among their members has shifted. They have also been slow in responding to the growing
importance of such non-state actors as corporations, civil society organizations and subnational governments
in the governance of the global economy.

The political will to make the necessary changes to the institutional arrangements for global economic
governance is lacking. This means that in the short to medium term, absent a serious crisis, there is limited
potential for reform. However, this does not mean that opportunities for meaningful partial reforms do not
exist. Those actors that are interested in reform need to carefully seek out those opportunities and, once
identified, use them to make the system more participatory, accountable and responsive to the concerns to all
stakeholders in the system. This in turn should enhance the capacity of the system to respond productively to
future opportunities for more profound changes in global economic governance.

In making this case, the article first briefly describes the key features of the order established after
World War 11. Second, it discusses some of the changes that these institutions have undergone over the past 70
vears. Third, it discusses the adjustments that, in fact, have been made in global economic governance. It also
indicates some ways in which opportunities for making the system more inclusive, responsive and accountable
can be identified. Finally, it offers suggestions regarding possible changes within the current order and on the
role entities like the Group of 20 and the BRICS grouping of Brazil, Russia, India, China and South Africa
can play in promoting these changes.

1t should be noted that, due to space limitations, while this article discusses global economic governance
in general, it concentrates primarily on the cases of the two most prominent institutions in global economic
governance — the International Monetary Fund (IMF) and the World Bank Group (the World Bank). The
reason for focusing on the IMF is that it is the most significant multilateral institution active in the governance of
international financial and monetary affairs. The World Bank is an important funder of development activity
even if it is not the largest such lender. It is the model that was used in setting up all of the regional multilateral
development banks (MDBs) and it has had an influence on the structure and function of other MDBs. It has
also been a thought leader in the area of development finance.

' The editorial board received the article in October 2018.
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History and Evolution Over the Past 70 Years

The institutional arrangements for global economic governance that the allies agreed to
as World War II was ending were designed to promote peace and human development,
and to prevent the destructive military, trade and currency wars that had characterized
the previous three decades [Haq et al., 1995; Helleiner, 2014]. The international organ-
izations that they established had a number of specific characteristics that were intend-
ed to make them function effectively and sustainably. First, in addition to the United
Nations (UN) itself, they established a set of specialized agencies that were linked to
the UN. Each of these agencies would be responsible for a particular aspect of global
economic governance. Thus, the mandate of the International Monetary Fund (IMF)
was to oversee a rules-based international monetary order in which participants agreed
to maintain relatively fixed exchange rates (“par values”) in return for having access
to financial support when they faced balance of payments problems and were unable
to maintain the agreed value of their currency [IMF, 1945]. The International Trade
Organization (ITO) would develop the rules governing international trade and such
issues as employment, trade in commodities and restrictive business practices [UN,
1948a]. The original task of the International Bank for Reconstruction and Develop-
ment (IBRD or World Bank) was to help arrange the financing for the reconstruction
of post-war Europe and the development of its colonies and the poorer independent
countries [IBRD, 1945]. The scope of each institution’s specialized mission was de-
fined so as to minimize the risk of overlap between the missions of the different spe-
cialized agencies. The UN Economic and Social Council (ECOSOC) was expected to
coordinate the work of these organizations [UN, 1945, Ch. X, Art. 71—72]. Thus, the
ECOSOC would provide a forum in which the economic aspects of global governance
could be coordinated with the peace and security and human rights work of the UN.
Second, the system was based on respect for state sovereignty. This meant that
the new international organizations would avoid interfering in the domestic affairs of
their member states.? In order to mitigate the risk of disrespecting state sovereignty, the
organizations would only engage with their member states through designated govern-
ment officials. For example, each IMF member state was expected to appoint either
the finance ministry or the central bank as the IMF’s formal contact point with the
member state [IMF, 1945, Art. XII, Sect. 2]. Any engagements with other actors in the
member state would be coordinated through the formal contact point. In principle,

2 See UN [1945, Ch. 1, Art. 2] on non-interference in domestic affairs; IBRD [1945, Art. IV, Sect. 10]
provides that political activity is prohibited; the IMF [1945, Art. IV, Sect. 1(i)] requires its members to pay due
regard to domestic social conditions.
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this allowed each member state to exercise some control over the IMF’s activities in
the state.

This arrangement contributed to establishing the mechanism of accountability for
these international organizations. Since they would only engage directly with state offi-
cials, the IMF and World Bank (international financial institutions (IFIs), collectively)
could only directly impact the member state and its officials. Consequently, it was suf-
ficient for the IFIs to be directly accountable only to their member states. These states
could use their voice and vote in the organization’s decision-making processes to hold
it accountable. Since the organizations could not engage directly — that is without the
consent of the state officials — with the citizens of the member states, they could not
directly impact these non-state actors. As a result, there was no need for the 1FIs to be
directly accountable to the citizens. The citizens of the member state, it was implicitly
assumed, could hold their government accountable if they were dissatisfied with the
way in which it engaged with the organization.

Third, the arrangements were based on an acknowledgement of the realities of
the geopolitical and economic power relations that existed at the end of the war. This
meant that since the powerful states would make the biggest contributions to global
economic governance and were the largest beneficiaries of the system, they had the
largest stake in its governance. Consequently, they were granted a privileged position in
the decision-making structures and procedures of global economic governance. This
was achieved through such devices as the veto in the UN Security Council [UN, 1945,
Ch. V, Art. 27] and weighted voting in both the IMF [1944, Art. XII, Sect. 5] and the
IBRD [1944, Art V, Sect. 3].

These global governance arrangements were not implemented as intended. The ITO
was never established. The more narrowly focused General Agreement on Tariffs and
Trade (GATT) functioned as the forum for establishing the rules for international trade
[WTO, n.d.]. In addition, the Cold War meant that not all of the states that were expected
to participate in global governance joined the IMF and the IBRD. For example, those
states that belonged to the Warsaw Pact created a different set of governance institutions.?

Other post-war developments both undermined the original vision and shaped
how these institutions functioned. The first was that the number of states participat-
ing in the system increased significantly. There were 44 states at the Bretton Woods
conference that created the IMF and the World Bank, of which 35 ratified their articles
of agreement [Horsefield, 1969]. Today, these institutions have 189 member states that
are more diverse in terms of wealth, size, domestic governance arrangements and eco-
nomic potential than were the founding states [UN, n.d.; IBRD, n.d.a]. The increased
diversity of the membership has complicated the governance of the two institutions.
One indicator of this is that while the number of their member states has increased
more than four times, the size of the boards of directors of the IFIs has only doubled.*

3 Since these institutions no longer played a role in global governance after the Warsaw Pact
collapsed, they are not discussed in this article.

4 Originally both institutions had 12 executive directors each. See original articles, [UN, 1944] and [World
Bank (IBRD), 2012]. The IMF now has 24 Executive Directors, see IMF [n.d.a] and the World Bank has 25
Executive Directors, see IBRD [n.d.b].
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As a result, the average size of the constituencies represented by each of the executive
directors at these institutions has grown and the ability of some of them to represent all
members of their constituencies has declined commensurably. For example, currently
the two executive directors representing sub-Saharan Africa have over 20 countries in
their respective constituencies [IMF, n.d.a]. This number is too large to ensure that the
concerns and interests of many of these member states are effectively represented in
their decision-making structures. This means that their ability to hold the institutions
accountable exists more in theory than in practice.

One consequence of these post-war developments was that the IFIs and the UN
did not remain the exclusive fora for global economic governance. The most influential
states began to resort to alternate international fora for managing the global economy.
For example, the United States and Western Europe created what became the Organi-
sation for Economic Co-operation and Development (OECD).’ In addition, although
the founding states of the IMF originally anticipated that the IMF would make the
Bank for International Settlements (BIS) redundant, the leading states and their cen-
tral banks revived it as a forum in which they could discuss international monetary
affairs in a more discrete — and less transparent — forum than the IMF [BIS, n.d.a].

Over time, they also began to create smaller and less formal fora in which select
groups of states could meet to exchange views on key issues of economic governance
and coordinate their positions on these issues. They could then work together to ensure
that these positions were adopted and implemented by the IFIs and the other relevant
actors in global economic governance. These informal entities include the Group of 7
(later the Group of 8), and the Group of 10 on monetary affairs [Federal Govern-
ment of Germany, n.d.; BIS, n.d.b]. These more exclusive fora were in fact the source
of many of the key governance decisions during the period before the financial crisis
in 2008. The G20, which had been established at the ministerial level after the Asian
financial crisis, became more prominent after the 2008 crisis when it was elevated to
the summit level [Kirton, 1999]. It proclaimed itself to be “the premier forum for our
international economic cooperation” in 2009 [G20, 2009, Para 50].

In addition, the dominant financial powers created new bodies to deal with spe-
cific common problems. For example, they created the Financial Stability Forum to
coordinate the international standard setting bodies (SSBs) in response to the globali-
zation of finance and the regulatory and stability problems that it generated [ FSB, n.d.;
Goodhart, 2011]. These bodies provided fora in which the financial regulatory authori-
ties from these countries could meet and develop non-binding international financial
regulatory standards that would ensure the effective functioning of the international
financial system. In fact, these standards are used by the IMF and World Bank in their
financial sector assessment programmes [IMF, n.d.b; IBRD, n.d.c]. As a result, these
standards, over time, have become de facfo more enforceable against states that are
members of the IMF and World Bank but are not participants in the FSF and the SSBs
than they are against the states that participated in developing the standards. The rea-
son for this is that those states that think they might need IMF financial or technical

> For more on the history of the OECD see OECD [1960] and K. Martens and A. Jakobi [2010].
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assistance inevitably pay more attention to, and are more likely to implement, the sug-
gestions of the IMF than those with no need for IMF assistance. This situation began
to change somewhat when the FSF was formalized as the Financial Stability Board
(FSB) and its membership expanded to include those G20 states that were not yet
members of the FSF. In addition, the SSBs broadened participation in their decision-
making so that the regulatory authorities from more countries were able to participate
in their deliberations.

It should be noted that other states have attempted to enhance their voices in glob-
al economic governance by forming analogous informal groupings. These include the
Group of 24 on financial and monetary affairs [G24, n.d.] and the Group of 77 plus
China in the UN [G77, n.d.]. Another example is the BRICS, which began holding
annual summits in the aftermath of the global financial crisis of 2008 [Lukov, 2012;
Stuenkel, 2015].

It is also important to recognize that the relationship between the IFIs and the
UN never functioned as intended. The IMF and IBRD, despite being specialized UN
agencies, quickly established their functional independence from the UN.® Moreover,
the richest and most powerful states effectively limited the UN’s role in global eco-
nomic governance. For this reason, the ECOSOC was never able to effectively perform
its task of coordinating the political and economic aspects of global affairs. As a result,
the peace and security and the human rights agendas of the UN developed separately
from the economic policies and operations of the IFIs. This deprived governments,
corporations and the institutions themselves of the opportunity to learn about more
integrated approaches to the governance of international financial and economic af-
fairs and transactions that may have developed if the ECOSOC had been able to play
its intended role.

One consequence of this was that the IFIs were able to treat the social and en-
vironmental impacts of economic activity as falling within the ambit of the domestic
affairs of the member states. This meant that they viewed these issues as “political” and
thus outside the scope of their responsibilities. It also meant that the Universal Decla-
ration of Human Rights did not affect the operation of IFI policies, despite their links
to the UN system and the Declaration’s stipulation that “every organ of society...shall
strive...by progressive measures, national and international, to secure their universal
and effective recognition and observance” [UN, 1948b]. This is noteworthy because
today many contend that the Declaration’s core provisions have the status of customary
international law [Hannum, 1996, p. 317]. In addition, these provisions have become
binding on the vast majority of IFI member states through the human rights treaties
that they have signed and ratified [Aizawa, Bradlow, Wachenfeld, 2018].

The distinction that the IFIs have sought to maintain between political and eco-
nomic issues has proven to be unsustainable. Over time, it has become undeniable that
many of the projects that the World Bank funds have adverse social and environmental

¢ The agreement between the UN and the IMF was approved by the board of governors of the fund on
17 September 1947 and by the UN General Assembly on 15 November 1947, and came into force on
15 November 1947. See IMF [2017a]. See IBRD [1947] for the agreement between the UN and the IBRD on
16 September 1947.
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impacts. The Bank has responded to the failure of a number of the projects that it has
funded and to the growing awareness of the multidimensional nature of development
by broadening the scope of its operations and the conditions attached to its financing.
Now, in addition to project financing, it offers its members policy-based loans and ad-
dresses a complex mix of social and environmental issues, including corruption, good
governance, treatment of vulnerable population groups and environmental impacts on
social groups and public health in its operations [IBRD, n.d.d].

The IMF has gone through an analogous transition. When the rules-based mon-
etary system collapsed in 1973 and was replaced by a market-based system [De Vries,
1986; IMF, 2006; Bradlow, 2011], the IMF could no longer draw clear boundaries
around the issues that fell within its international monetary mandate. In the absence
of explicit exchange rate rules, it was not clear what the limits on IMF surveillance of
its members’ balance of payments situation should be. Without the focus of the IMF’s
original par value system, all financial and economic — and some non-economic — is-
sues became plausibly relevant to the country’s ability to maintain a sustainable balance
of payments position. These were arguably legitimate issues for the IMF to raise in its
surveillance missions and to address in the conditionalities attached to its financial
support. In addition, since they were no longer bound to observe rules regarding ex-
change rates,’” the new system deprived the IMF of its influence in countries that did
not need, and never expected to need, its financial support. The IMF, in response to
these developments, created a new role for itself, focusing its operations on countries
in distress. The complexity of their problems caused the IMF to attach wide-ranging,
intrusive and detailed conditionalities to its financial support.

More recently, the institutions involved in global economic governance have come
under increasing pressure to incorporate human rights concerns into their policies and
operations. This pressure arises not only from the impact of their own operations but
from the growing recognition both within the business community and broader civil
society of the importance of human rights to business and economic activity more gen-
erally.® In addition, they must respond to the growing impact of climate change and
its complex implications for the social and environmental sustainability of economic
development on their operations.® Their failure to respond effectively to these pressures
has adversely affected their legitimacy and their effectiveness. These developments
serve to highlight the cost of failing to develop a more integrated approach to the go-
vernance of development and the global economy.

Another important change relates to the status of the institutions of global eco-
nomic governance.

As indicated above, there was an initial concern about the ability of these new and
untested international organizations to play their intended global governance role. This
concern arose because of the risk that a member state could interfere with their opera-
tions. As a result, the member states agreed to grant the organizations broad immunity

7 1t should be noted that the one remaining rule was that member states could not fix the value of their
currency in terms of gold. See IMF [1945, Art IV, Sect. 2].

8 See, for example, Human Rights Watch [2017], Darrow [2006] and Bradlow [1996].

® See, for example, IBRD [2016].
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from the jurisdiction of those states. This would include immunity from suit, taxes and
interference with their assets.!

Today, the status of international organizations in the international order is well
established. In fact, instead of being operationally weak, they are able to exercise con-
siderable influence in the economic affairs and projects of many but not all of their
member states. Despite their growing influence and the contemporaneous reduction in
the scope of sovereign immunity, there has been no change in the immunity of organi-
zations like the IMF, the World Bank and the UN. The result is that today, interna-
tional organizations are among the least accountable institutions in the world, despite
their advocacy of the importance of accountability to good governance for their mem-
ber states. They are also able to use their immunity — designed as a shield against state
interference — as a sword to ward off efforts to hold them accountable for the adverse
consequences of their actions [Bradlow, 2017, pp. 45—67].

The creators of the institutions of global economic governance did not anticipate
how the range of actors would grow. Initially, states were the only actors on the interna-
tional stage. Today, corporations, civil society organizations and even individuals play
significant roles in the global economy. As a result, it is not feasible to deal effectively
with some aspects of global economic governance without the participation of at least
some of these categories of non-state actors. This can be seen, for example, in the cases
of human rights and climate change discussed above. It is also particularly relevant
because of the dramatic changes in international law and information and commu-
nications technology that have taken place over the past 70 years. At the time of the
establishment of the IFIs, for example, governments were able to develop financial
regulatory standards with the expectation that they could enforce their standards within
their own jurisdiction. Today, information and communication technologies facilitate
cross-border transactions taking place at a speed that government regulators cannot
hope to match. The result is that many non-state actors can avoid individual national
regulatory frameworks that they do not like, thereby undermining their efficacy. This,
in turn, has increased the need for international coordination in financial and eco-
nomic regulation and for participation by a broader range of state and non-state actors
in this coordination [Goodhart, 2011; Helleiner, 2014]. The governance arrangements
of the IFIs, like those of other international organizations, have not effectively adapted
to this challenge.

The treaties that established these two institutions were shrewdly drafted. They
were sufficiently flexible that, even in the absence of significant amendments or gov-
ernance reforms, they could respond to the complex ways in which the global economic
system has evolved over the past 70 years. Initially, the 1FIs were able to make enough
adjustments in their governance and operational practices to deal with the changes
discussed above with reasonable effectiveness. However, over time, as the challenges
became bigger and more complex, the limits of the original governance structures and
operational practices of the IFIs have become more obvious.

10 See IMF [1945, Art. IX], IBRD [1945, Art. VII], UN [1946] and The Convention on the Privileges and
Immunities of the United Nations, 33 U.N.T.S. 262, 2 December 1948. XXX
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One example is the IMF’s response to its transformation into a specialized de-
velopment monetary and financial institution. The IMF initially maintained that it
was overseeing a global monetary system in which all its member states participated
and that, therefore, it should treat all its member states uniformly and without regard
to level of development. Today, it acknowledges that its membership is not uniform
and that, at least for some purposes, their differences are more significant than their
similarities. For example, the IMF has limited leverage and influence over its most
powerful member states, even if they are following policies that adversely affect most
of its membership. This in turn has resulted in it having to impose harsher adjustment
burdens on those member states over which it can exert influence than may have been
the case in a more balanced system. This imbalance for example is partially responsible
for the controversies surrounding the IMF’s operations in Latin America and Africa
in the 1980s, in Eastern Europe and Asia in the 1990s and its unsuccessful efforts to
encourage adjustment in the richest countries prior to the global financial crisis [ Vree-
land, 2003].

The World Bank has faced analogous challenges in adapting to the changing con-
text of its operations, particularly in regard to its expansion into programmatic and
policy-based lending and in regard to the environmental and social impacts of its op-
erations. This has resulted in its operations becoming more complex and, as a result,
more contentious and controversial. It has also resulted in an expansion of its mission
so that it has become hard for the Bank to limit itself to funding only projects or pro-
grammes that constitute “economic” activities within the meaning of its articles. This
in turn has called into question the meaning of the political prohibition in its articles
and has intensified concerns about the accountability of the Bank [ Darrow, 2006].

The other institutions that play a role in global economic governance also face
challenges [O’Brien et al., 2000; Jessop, 1998]. For example, the Bank for Internation-
al Settlements remains a secretive organization controlled by a select group of central
banks. Its governance arrangements have not fully adapted to the changing structure of
global finance and the important role that non-state actors play in the system. It has
also not effectively adapted to the need for a vision of finance that incorporates a more
holistic view of development. The FSB and the SSBs are becoming more inclusive
but they too have failed to fully incorporate an holistic view of development into their
operating policies and practices. The G20, despite its claim to be the premier forum
for economic cooperation, has not functioned as an effective instrument of global eco-
nomic governance except during the most intense phase of the global financial crisis.

Strategies for Change

It is clear from the above short history that in reality the current arrangements for global
economic governance are not fit for their intended purpose. The IFIs are constrained
by their structure and specialized mandate. Despite their best efforts, they are unable to
effectively adopt and implement a holistic vision of the global economy. For example,
while it has shown considerable creativity in implementing its mandate, the World Bank
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cannot simply ignore the political prohibition in its articles. Similarly, the IMF cannot
fully overcome its origins as a specialized international monetary organization, which
limits its capacity to deal with non-economic issues and become a true development fi-
nancing institution. In addition, the IFIs’ efforts to expand their missions causes them to
encroach to a significant extent into the mandates of other international organizations.
This creates legitimacy problems for them and undermines the integrity of the global gov-
ernance system. Finally, they are incapable of incorporating all the relevant actors into
their decision-making procedures. Thus, even though non-state actors such as transna-
tional corporations, international civil society, international organizations and networks
of experts and subnational governments all now play critical roles in the functioning of
the global economy, the I1FIs and the other relevant international organizations have not
formally involved them in their decision-making structures.

These developments all suggest that the system of global governance needs a radi-
cal overhaul. Unfortunately, there does not seem to be any appetite for making the
substantial reforms needed to give these institutions the capacity to deal effectively with
the challenges that the system is currently facing. However, the international commu-
nity cannot afford to delay action until the requisite political will manifests itself. The
challenges it faces are too great to allow such a luxury. This means that the interna-
tional community must work to identify and creatively exploit whatever possibilities
for governance reform exist within the current institutional arrangements. Failure to
do so risks causing a breakdown in global governance with unpredictable consequences
for the international community’s ability to deal with the implications for the global
economy of such issues as climate change, technological change and the promotion of
sustainable and equitable development.

The challenge therefore is to identify meaningful current opportunities for reform.
This can be done using the following four criteria. First, the potential reform must pro-
mote the incorporation of a more holistic vision of development into the governance
and operation of the global economy. In other words, the changes must allow for a full-
er consideration of the environmental, social and human rights impacts of the global
economy and particular activities within it. Second, the opportunities must result in
reforms that will both make meaningful improvements in the management of at least
one of the four most important problems with the existing arrangements and will con-
tribute to the generation of new possibilities for future change. These problems include:
the lack of an effective coordination mechanism to implement the different aspects
of a widely accepted holistic vision to guide the global economy; the lack of effective
participation by all relevant stakeholders in the decision-making procedures of global
governance; the failure to articulate a sustainable and feasible balance between the au-
tonomy of the institutions of global economic governance and the sovereignty of mem-
ber states; and the lack of accountability of the key institutions of global governance.
Third, the reforms must make the institutions more inclusive. This means that that they
should make it easier for all states and non-state actors that are active stakeholders in
global economic decision-making processes to participate. Fourth, the reforms should
address the fact that the IFIs and the other institutions active in global economic gov-
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ernance are operating without effective accountability. Thus, any meaningful reforms
must help these institutions to become more accountable to those stakeholders that are
affected by their decisions and actions.

Based on these criteria, there are three basic strategies that can lead to meaningful
global economic governance reforms. The first is to change the existing international
organizations without amending their founding agreements. The second is to use the
existing informal bodies such as the G20 and BRICS to promote reforms in the ar-
rangements of global economic governance. The third is to create new international
organizations or fora that can play a role in global governance. In fact, the international
community has tried all three strategies.

Reforms to the Institutions

Over the past 30 years there have been a number of reforms in the governance of the
IFIs. Most significantly, both institutions have made small adjustments in their voting
arrangements to better reflect the changes in the structure of the global economy. Thus
key emerging countries like China, India and Brazil have seen their votes increase at
the expense of some European countries, but also at the expense of some poorer devel-
oping countries [IMF, 2009a; IMF, 2009b]. It is important to note, however, that these
changes have not been sufficient. As a result, the distribution of voting power today in
these institutions is still biased in favour of the European countries. The second change
is that both institutions have converted their boards into fully elected bodies [IMF,
n.d.a; IBRD, n.d.e]. In addition, the World Bank has increased the number of seats
on its board of executive directors to give greater voice to sub-Saharan African member
states. They nevertheless remain the most under-represented group in the governance
of the IMF.

The institutions have also become more transparent. Both institutions now have
information disclosure policies that are based on the assumption that information
should be disclosed unless specifically excluded from disclosure [IMF, 2018; IBRD,
2015]. In fact, most information now ultimately is disclosed, although it might be with
some time lag. The World Bank has also become more participatory in the formulation
of at least some of its key operational policies and procedures. This means that it invites
comments and engages in consultation with interested stakeholders about the content
of these policies."! The IMF has become more open to consultation with civil society
but does not engage in the same extensive consultations as the Bank when developing
its operating policies.

The institutions have also made efforts to become more accountable. The IMF
has created an Independent Evaluation Office that reports directly to the board of di-
rectors [IEO, n.d.]. The office conducts studies of specific aspects of completed IMF
operations and issues public reports [[EO, 2018]. It also publicizes its annual work pro-
gramme and solicits comments on it. However, while the reports appear to contribute

" See IBRD [2016] for a detailed explanation of the process followed to develop the
environmental and social framework, which became operational in early 2018.
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to some learning in the IMF, their lessons do not appear to be effectively integrated into
its operating policies and practices [IEO, 2018]. In addition, they do not offer non-state
actors who may have been adversely affected by identified deficiencies in the IMF’s
operations any ability to hold the organization accountable.

The World Bank Group has created the Inspection Panel to investigate cases of
non-compliance by IBRD and International Development Association staff with the
Bank’s operational policies and procedures [IBRD, n.d.f]. The International Finance
Corporation and the Multilateral Investment Guarantee Agency established the Com-
pliance Advisor Ombudsman to both review cases of non-compliance with their policies
and to help resolve disputes arising from its operations [CAO, n.d.]. Both mechanisms
are initiated by complaints brought by communities or groups of individuals that claim
they have been harmed or are threatened with harm caused by Bank-funded projects.
In both cases, however, the mechanisms can issue reports with findings but they cannot
provide a remedy in the event that they find harm, and the relevant board of directors
and management are not obliged to act on the reports.

Utilization of Other Fora

As indicated above, the international community has created new governance arrange-
ments to fill gaps in the arrangements for global economic and financial governance.
For example, the international community has, or sub-groups within it have, estab-
lished new informal bodies that play a role in global economic governance. The most
prominent recent example is the elevation of the G20 to the summit level. It is now
recognized as a premier forum for global economic governance. Other examples, which
also operate at the summit level, are the BRICS and the Asia Pacific Economic Co-
operation [APEC, n.d.]. These bodies have been supplemented by groupings of non-
state actors that seek to enhance their voices in global economic governance fora. They
include such bodies as the T20 [n.d.], B20 [n.d.], L20 [n.d.], and W20 [n.d.]. It is
important to note that the channels of communication between these groups and other
stakeholders in global governance can be so attenuated that the decision-making bod-
ies may not know about the concerns of all the state and non-state actors that are be-
ing affected by their decisions, nor understand all the impacts of their decisions. This
weakness may be further exacerbated because their informal structures and relatively
opaque decision-making processes make them susceptible to influence by their more
powerful stakeholders.

It is important to note that the IMF and the World Bank participate in the G20.
Their participation in these bodies helps universalize their outputs even though many
of their member states have had no voice in their formulation.

Creation of New Institutions

In addition to these informal mechanisms, there has been a proliferation of new in-
ternational organizations and arrangements. These include the Asian Infrastructure
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Investment Bank and the New Development Bank (“the BRICS bank”) [NDB, n.d.],
and regional monetary arrangements such as the Chiang Mai Initiative Multilateraliza-
tion [Sussangkam, 2010], the Contingent Reserve Arrangement [BRICS, 2014], the
Latin American Integration Association and the Latin American Reserve Fund [IMF,
2017b]. In addition, a number of states including France, the UK and Germany have
been working to create a payments mechanism to allow companies from their countries
to avoid U.S. dollar-based payments systems when doing business with Iranian compa-
nies [Financial Times, 2018]. Individual countries are also undertaking initiatives that
are changing global economic governance. For example, the Chinese government has
undertaken a massive Belt and Road Initiative that is designed to assist in the develop-
ment of other countries and to link them in a “belt and road” to China, thereby recreat-
ing a modern version of the old silk road [Hurley, Morris, Portelance, 2018].

It is important to note however, that these alternate entities so far are too small or
too new to constitute a significant challenge to the existing arrangements.

Short- and Medium-Term Reform Proposals

The scope for adequately reforming IFI governance so that these institutions can func-
tion effectively and with legitimacy is constrained by the historical inertia generated by
the current voting arrangements in these institutions. The countries that had the largest
voices in the original governance arrangements still effectively retain this control. As
their actual role in the international economic order has declined, their incentive to
protect their privileged position has increased with adverse effects on the governance of
the IFIs. This can be seen, for example, in the failed attempts to meaningfully reform
the process for selecting the heads of the IMF and World Bank or in the limited success
in adjusting IMF and World Bank voting shares. However, if these institutions wish
to remain effective and legitimate, they need to identify ways in which to adapt their
decision-making procedures and operational practices to the challenges generated by
the changing balance of geopolitical and economic power.

Another constraint on the potential for reform is the continuing resilience of sov-
ereignty. This limits the ability of the institutions of global governance to engage freely
with all the relevant non-state actors in their member states. In addition, this constraint
inhibits the institutions’ ability to develop ways of accommodating all the state and
non-state stakeholders whose participation is required to effectively deal with challeng-
es like climate change, demographic imbalances, wealth inequalities and the complex
dynamic between global integration and economic exclusion.

Despite these constraints and limitations, there are meaningful but limited re-
forms that the institutions can implement within their existing legal and institutional
structures. These reforms are meaningful in the sense that they satisfy the four criteria
listed above.
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Currently, there are four opportunities for meaningfully reforming the institutions
of global economic governance. The first relates to participation, particularly by non-
state actors. This is an area in which some progress has already been made, but more
progress is possible. The IMF and World Bank, within their existing articles, can cre-
ate new avenues for participation. For example, as happens in some environmental
negotiations, they can create channels that allow key stakeholders like the private sec-
tor, subnational governments and civil society to participate in policy making. These
channels could include offering non-state actors opportunities to propose policy initia-
tives, comment on draft policies and to participate in the selection processes for senior
management in these institutions, and to allow a limited number of representatives of
civil society organizations to make either oral or written submissions to the boards of
directors on key policy issues. The institutions could also commit to respecting the ap-
plicable soft law instruments that both state and non-state actors have helped develop
and that are relevant to their operations. For example, they could commit to conform
their own activities to the responsibilities for business specified in such international
standards as the UN Guiding Principles on Business and Human Rights. In fact, many
of the IFI member states and their companies have endorsed these standards in the UN
and other international fora. This commitment, infer alia, would require the IFIs to do
human rights impact assessments of their various operations. As some businesses have
learned, complying with these standards can have positive effects on their reputation,
the outcomes of their operations, the pricing of their debt and the willingness of young
people to work for them [Global Compact Network Germany, 2015].

These institutions should pay heed to the principle of subsidiarity in promoting
greater participation. It is not necessary that all state and non-state stakeholders par-
ticipate directly in all global economic governance decisions. It may be adequate for
there to be subsidiary bodies in which subsets of actors participate. These lower bodies
could bring state and non-state actors together on a geographic, interest area or ex-
pertise basis, and could be permanent or ad hoc. Their decisions or views can then be
submitted to higher level and more universal bodies for consideration in their decision-
making procedures.

The second area deals with accountability. The failure of these institutions to be-
come more accountable is problematic. Over the course of the past 70 years, the power
of these institutions, relative at least to their smaller and weaker member states, has
grown. However, because of their immunity, their accountability to those affected by
their actions has not grown commensurably. The World Bank — and the other mul-
tilateral development banks — have responded to this need by creating independent
accountability mechanisms. While these remain relatively weak, they mean that the
World Bank is substantially more accountable than either the IMF or the UN. The
failure of these institutions to become meaningfully accountable to all who are directly
affected by their operations and to submit themselves to some form of binding account-
ability is surprising given their strong advocacy of accountability as a part of good gov-
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ernance. As the examples of the independent accountability mechanisms at the MDBs
show, this can be done within the scope of the existing articles of agreement.

In this regard, it is useful to note that the issue of the immunity from jurisdiction of
international organizations has increasingly come under challenge. There is little doubt
that these organizations need some degree of immunity so that they can operate effective-
ly in implementing their mandates in their member countries. However, this immunity
should not give them absolute protection when their own actions cause their operations
to have direct and adverse effects on non-state actors. As the European courts have re-
cognized, in these situations they should at least provide these actors with a meaningful
remedy that can operate as an alternative to a court [European Commission of Human
Rights, 1997, European Court of Human Rights, 1999]. The issue is also currently before
the U.S. Supreme Court [United States Court of Appeals, 2017].

A third possible area of reform relates to the need for the institutions and fora of
global economic governance to fully assess the potential impacts of their proposed pro-
jects, policies, norms and standards. This requires that they do comprehensive impact
assessments of proposed activities. The World Bank and the MDBs already do social
and environmental impact assessments. However, they do not yet do a full human rights
impact assessment, even though this has been called for in a number of non-binding
UN documents. The IMF, the FSB and the SSBs do assess the potential economic and
financial impacts of their programmes and standards. However, they do not assess their
social, environmental or human rights impacts. Given that all of these entities have
recognized the importance of dealing with the challenges of inequality and exclusion-
ary economic systems and the impact of climate change on the economy, it is hard to
understand how they can be sure that their proposals for implementing their mandates
are being fulfilled without these studies. Since ultimately the policies and procedures of
these institutions and entities are member driven, they are unlikely to make this change
in their practices without some indication that it is wanted by their member states.
Consequently, one way in which the G20 and the BRICS can contribute to reforming
global economic governance is to call on these institutions to do these impact studies.

A fourth area of reform is to more clearly define the role of these institutions in the
G20 itself. Currently, the IMF, the World Bank, the OECD and the UN Development
Programme participate in many of the meetings of the G20. They are often called upon
to do the technical studies that inform the work of the G20 working groups. On the one
hand, it is reasonable for these organizations to provide this support to a group of their
member states. On the other hand, these groups have broader memberships than the
G20. In this regard it should be noted that one concern about the G20 is that it is a self-
selected group of countries and that it has no mandate to make policies for the whole
world. Consequently, one contribution that these institutions can make to the G20 is to
provide them with information on the concerns of their non-G20 member states about
the possible impacts of its proposed decisions or declarations on these countries. For
example, these entities could regularly include a section in their reports to the G20 on
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the views of non-G20 member states. This would enhance the legitimacy and, poten-
tially, the efficacy of the G20’s statements and actions. It may also help promote better
communications between these institutions and their member states. Thus the G20 and
the BRICS could call on these entities to provide this information to the G20.

This change would be limited and may not even be observable to most stakehold-
ers in the system of global economic governance. Nevertheless it would be a useful
change because it would help facilitate the participation, albeit indirectly, of a greater
range of interests and voices in the G20 forum. It would also help strengthen the voice
of those G20 members that are developing countries.

Conclusion

The current arrangements for global economic and financial governance are at a criti-
cal juncture. They are not performing effectively and their credibility and legitimacy is
being undermined. Unfortunately, despite the need for substantial change, significant
reforms to these arrangements is not currently feasible. This means that the only re-
alistic option is to aggressively and creatively exploit whatever limited but meaningful
opportunities for reforms that can be identified. This article shows that such opportuni-
ties exist, and can relatively easily be exploited by entities like the BRICS and the G20.
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OueHka noTeHuyana pedopm CUCTEMbI
rmo6anbHOro 9KOHOMMYECKOrO YrpaBieHNs'

A.4. bpagnoy

Bpannoy puuen /1. — mpodeccop B chepe MeXIyHApOIHOTO 3aKOHOIATEICTBA B 00JIACTH Pa3BUTUSI KU SKOHOMU -
YeCcKMX OTHOIIeHMI B Adpuke, LieHTp 1o mpaBaM yeioBeKa, IopuandecKuil (pakyabTeT YHUBepcutTeTa [1petopumu;
University of Pretoria, Private bag X20, Hatfield 0028, South Africa; E-mail: danny.bradlow@up.ac.za

Jlobas ounamuunas coyuanvbHas cucmema obaadaem 02paHUYEHHbIM NOmMeHyuaiom oas adanmavuu. Cnoco6Hocmy
npasosoll U UHCMUMYYUOHANBHOU CIMPYKMYPbl KAKOU-AUO0 cUCHeMbl NPUCNOCAOAUBAMbCS K MEHAIOUUMCS YCAOBUSIM
dessmenvHocmu He 6esepanutna. CredoeamensHo, ecau cucmema He H008epeaemcs Cyw,ecmeeHHoll nepecmpolike, OHA Ha-
YuHaem mepsmeo c80I0 ACUMUMHOCIY U APPEKMUBHOCHb.

Asmop cmamou ymeepaicoaem, 4mo cmpyKmypa, Mo0eab QyHKYUOHUPOBAHUS U MACUIMAO MUPOBOLL IKOHOMUKU U3~
MEHUAUCH HACMOAbKO CYUECMBEHHO, YMO COBPEMEHHASI MOOeab 2100aNbHO20 IKOHOMUHECKO20 YNPABACHUs NPUOAUZUAACH
K npedeny ceoeli agpgpexmusHocmu. Jleticmgyroujue MexaHu3mbl yice HeCnocoOHbL 00ecne1ums UHKAIO3UGHOCMY, YCIMOUYU-
80CMb U PPHeKmUEHOCHb MeNCOYHAPOOHOU IKOHOMUHECKOU CUCIEMbl, KOMOpas Mo21a bl N000epHCUBamb MeNCOYHAPOO-
HbLIL MUD U NPpoUsemanue, a makice npou3go0uns coyuatbHole onaea. Jlannvie MexaHusmol, ynpasieH4ecKue npaKkmuru u
npouedypul He Oblau 8 ROAHOI Mepe a0anmupo8anbl K HOGbIM Pearusm MUposoi skoHomukuy. Kiouesvie mescoynapoonsie
IKOHOMUHMECKUE UHCIMUMYMbl MEONEHHO NPUCROCAONUBAIOMCA K USMEHUBUIEMYCS COOMHOUWEHUIO CUA cpedu UX 4AeHO8.
OHu ¢ 0no30anuem peazupyrom Ha pacmyuwyio poab KOpnopayuil, UHCMUmMymos pancoanckoeo obuecmea u HaOHauuo-
HAAbHBIX OP2AHOB 8 2100ANbHOM IKOHOMUHECKOM YRPAGACHUU.

Kax 6vt mo nu 6vi10, Habardaemes HedoCMamok ROAUMUYECKOU 804U, HEOOXO0UMOU 0451 PehopMUPOBAHUS UH-
CMUMYUUOHAALHOU CIPYKMYPbL 2100AAbHO20 IKOHOMUHECK020 ynpasnenus. M3 amoeo caedyem, umo 6e3 cepbe3noeo Kpu-
3uUca nomeHyuan 045 pepopm npeocmagasaemcs 0epaHUYeHHbIM 8 KPAmko- U cpednecpouroll nepcnekmuse. O0Hako 3mo
He 03Hauaem, Ymo He Cyujecmeyem 03MONCHOCIU 0451 NPOBe0eHUsl NPOOYMAHHBIX Y3KOHANPABACHHbIX pedhopm. AKmopbl,
3AUHMEPecOBAHHbIE 8 OCYUCCIMBACHUU PedOPM, QONNCHbI MUAMENbHO pabomams HAO GblaeaeHUeM NOO0OHbIX 803MOMNC-
Hocmeil, a 0OHapyICU8 Ux, — UCHOAb308AMb WAHC 05 MO0, YMo0bl coenams cucmemy bosee OMKPbIMoU K yuacmuio,
nodomuemuoil U OUHAMUYHOU 6 UHMepecax npogedeHus 00aee CYUeCmBeHHbIX pedhopm 2100aNbHO20 IKOHOMUHECKO2O
ynpaenerus 6 0yoyuem.

Jannas cmamos gnavane obpawaemcs K KA4e8blM 0COOEHHOCMAM MUPONOPsOKa, co30anHo20 nocae Bmopoil
mupogoii eoiinbl. Credom paccmampugaromcesi HeKOMopole USMEHeHUsl, KOMOPbIM N008ep2auch CO30aHHble UHCIUMYMbL
6 meuenue nocareonux 70 nem. Hapsdy ¢ smum 6 cmamoe paccmampugaiomes: UsMeHeHust 8 camoli cucmeme 2100a1bH020
IKOHOMUHMECKO20 YNPABACHUSL, 4 MAKICe B03MOJICHbIE NYMU ON51 BbIAGACHUS 803MONCHOCHEN cOeaamp cucmemy bonee uH-
KAHO3UBHOUL, OUHAMUMHOU U nodomuemHoll. B 3akaouumensHom pazdene npugoosmcs Hekomopoie NPeonoA0NCeHUs. Om-
HOCUMENbHO M020, KAKUe USMEHEHUsl B03MONCHbL 8 MEKYUUX YCA0BUSX U KAKYIO POAb 8 NPEMBOPEHUU OAHHbIX U3MEHEHUL
8 JICU3Hb MO2YM Cblepams makue uHcmumymel, kaxk «Ipynna osaoyamu» u BPUKC.

B cuny oepanuvennocmu obvema OGHHOU CMamvu Mbl, pACCMAMPUBAsL CUCHIEMY 2A100AAbHO20 IKOHOMUUECKO2O
YAPABAeHUS 8 UeNOM, 8 OCHOBHOM (OKYCUPYeMCs Ha npumepax 08yx Hauboaee 8ajiCHbIX UHCMUMYMO08 OaHHOI CUCIeMbl —
Mexcoynapoonom earromuom gponde (MBD) u Ipynne Bcemupnoeo banka (Bcemupnwiii 6ank). [Ipuuuna, no komopoii
MB® neobxo0umo ydeaums HuManue, COCHOUM 6 Mom, 4mo 6 HACMOAUUIL MOMEHM OH A6A5eMCs Haubosee 3HAUUMbIM
cpedu Oelicmeyouux MHO20CMOPOHHUX UHCIMUMYMOE 8 cihepe MeNCcOYHAPOOHbIX PUHAHCO8 U MOHEMAPHOU NOAUMUKU.
Bcemupnoiit 6anx uepaem eaxcheiluyro pons 6 cooeiicmeuu mMelcoyHapoOHOMy pazeumuro, 0ajice ecau OH He A6A51emcs
KpynHeiuum Kpeoumopom. Beemupnoiit 6ank cman mooenvio 045 popmuposanust 6cex pecuoHanbHbIX MHO20CHOPOHHUX
oankos pazeumus (MBP), a makce okazan éausiHue Ha cmpyKkmypy u (yHKuuonar ocmanvibix MBP, makux kak A3u-
amckuit 6ank ungpacmpykmyproix uneecmuuuii (AbUH). Kpome moeo, Bcemupruiii 6ank éceeda uepan 6ecomyio pons 8
hunancuposanuu mexncoyHapooHoeo pazeumus.

! CraThsl MOCTYIMJIA B penakiuio B okTsaope 2018 .
IlepeBon BoimosHeH A.A. MrnatoBbiM, M.H.c. LleHTpa uccienoBaHuii MeXKAYHAPOAHbIX UHCTUTYTOB
Poccuiickoii akaneMuu HapOIHOTO X03sTCTBA M TOCYIapCTBeHHOM ciryk0b! mpu [1pesunente PO.

232



MEXAOYHAPOOHLIE MEXAHU3MbI

KimoueBbie ciioBa: miodaibHOe yripaBieHue; MexayHaponHblit BATOTHBIN dhoHa; BcemupHblit 6aHK

Jlas muruposanusa: bpamioy 1.J1. (2018) Orenka nmoreHuuana peopM CUCTEMbI NIOOAIBHOIO 3KOHOMUYECKOTO
yrpasneHus // BectHuk mexxnyHaponnbix opranmu3anmii. T. 13. Ne 4. C. 213—236 (Ha pycCKOM U aHIJIUHACKOM $I3bI-
kax). DOI: 10.17323/1996-7845-2018-04-10

UcTouyHUKN

Aizawa M., Bradlow D., Wachenfeld M. (2018) International Financial Regulatory Standards and Human
Rights: Connecting the Dots // Manchester Journal of International Economic Law. T.15. Ne 1. Pexxum no-
cryna: https://papers.ssrn.com/sol3/papers.cfm?abstract_id=3171933 (nata oopameHus: 15.10.2018).

Asia-Pacific Economic Cooperation (APEC) (n.d.) How APEC Operates. Pexxum noctyma: https://www.apec.
org/About-Us/How-APEC-Operates (nata ooparieHus: 15.10.2018).

Bank for International Settlements (BIS) (n.d.a) BIS History — Overview. Pexxum noctyna: https://www.bis.
org/about/history _newarrow.htm (mara oopamenust: 15.10.2018).

Bank for International Settlements (BIS) (n.d.b) G10. Pexxum nocrtyma: https://www.bis.org/list/g10publica-
tions/ (mara o6pammenus: 15.10.2018).

Bradlow D. (1996) The World Bank, the IMF and Human Rights: Symposium: Social Justice and Develop-
ment: Critical Issues Facing the Bretton Woods System // Transnational Law and Contemporary Problems.
T.6.

Bradlow D. (2011) The Reform of the Governance of the IFIs: A Critical Assessment. World Bank Legal Re-
view: International Financial Institutions and Global Legal Governance (H. Cisse, D. Bradlow, B. Kingsbury
(eds)). World Bank. Pexkxum mocrtyna: http://ssrn.com/abstract=1939786 (nata o6parienus: 15.10.2018).

Bradlow D. (2017) Using a Shield as Sword: Are International Organizations Abusing Their Immunity? //
Temple International and Comparative Law Journal. T. 31.

BRICS (2014) Treaty for the Establishment of a BRICS Contingent Reserve Arrangement, July 15, For-
taleza, Brazil. Pexxum moctyna: http://www.brics.utoronto.ca/docs/140715-treaty.html (mata oGparieHus:
15.10.2018).

Business 20 (B20) (n.d.) Official Website. Pexxum noctyna: https://www.b20germany.org/ (1ata oOpaiieHus:
15.10.2018).

Compliance Advisor Ombudsman (n.d.) Official Website. Pexxum nocryma: http://www.cao-ombudsman.org/
about/ (mata oopamenus: 15.10.2018).

Darrow M. (2006) Between Light and Shadow: The World Bank, The International Monetary Fund and Inter-
national Human Rights Law. Oxford: Hart Publishing.

De Vries M. (1986) The IMF in a Changing World, 1945—85. Washington DC: IMF.

European Commission of Human Rights (1997) Application No. 26083/94, Richard Waite and Terry Ken-
nedy Against Germany. Pexum pnoctyna: https://www.google.com/url?sa=t&rct=j&q=~&esrc=s&sourc
e=web&cd=2&ved=2ahUKEwiw66Synebe AhWCoFsKHRq8BgkQFjABegQIBBAC&url=http%3A%
2F%?2Fhudoc.echr.coe.int%2Fapp%2Fconversion%2Fpdf%2F %3Flibrary%3DECHR %26id %3 D001 -
45948%?26filename%3D001-45948.pdf&usg=AOvVaw 1 CUJisf XLh-3MBffO9di5a  (mata  oOpaiieHus:
15.10.2018).

European Court of Human Rights (1999) Case of Waite and Kennedy v. Germany, Application No. 26083/94.
Pesxxum nocryma: http://hudoc.echr.coe.int/eng?i=001-58912 (nara ob6pamenus: 15.10.2018).

Federal Government of Germany (n.d.) G7 Summit: From Rambouillet to Brussels: The History of the G7.
Pexum  nmoctyma:  https://www.g7germany.de/Content/EN/StatischeSeiten/G7_elmau_en/texte _en/2014-
11-05-geschichte-g8.html (maTa oopamienus: 15.10.2018).

Financial Stability Board (FSB) (n.d.) Our History. Pexxum noctyma: http://www.fsb.org/about/history/ (nata
ob6pamieHus: 15.10.2018).

Financial Times (2018) EU, Russia and China Agree Special Payments System for Iran. 25 September. Pe-
XuM pocrtymna: https://www.ft.com/content/4aa03678-c0a7-11e8-8d55-54197280d3f7 (mata oGpalieHus:
15.10.2018).

233



BECTHUK MEXXOYHAPOZHbIX OPTAHU3ALIMN. T. 13. N2 4 (2018)

G20 (2009) Leaders’ Statement. Pittsburgh, 24—25 September. Pexxum moctyna: http://www.g20.utoronto.
ca/2009/2009communique0925.html (nata oopamenus: 15.10.2018).

Global Compact Network Germany (2015) 5 Steps Towards Managing the Human Rights Impact of Your
Business. Pexxum moctyma: https://www.globalcompact.de/wAssets/docs/Menschenrechte/Publikationen/5
steps_towards managing the human_rights impacts_of your business.pdf (nata o6pamenusi: 15.10.2018).

Goodhart C. (2011) The Basel Committee on Banking Supervision: A History of the Early Years 1974—1997.
Cambridge University Press.

Group of 24 (G24) (n.d.) Official Website. Pexxum nmocrtyma: https://www.g24.org/ (mata oOpalleHUs:
15.10.2018).

Group of 77 (G77) (n.d.) Official Website. Pexkum moctyma: http://www.g77.0org/ (mata oOpallleHus:
15.10.2018).

Hannum H. (1996) The Status of the Universal Declaration of Human Rights in National and International
Law // Georgia Journal of International and Comparative Law. T. 25. Ne 1.

Haq M.U., Jolly R., Streeten P., Haq K. (1995) The UN and the Bretton Woods Institutions: New Challenges
for the 21 Century. New York: St. Martin’s Press.

Helleiner E. (2014) Forgotten Foundations of Bretton Woods: International Development and the Making of
the Postwar Order. Cornell University Press.

Horsefield J.K. (1969) The International Monetary Fund 1945-1965: Twenty Years of International Monetary
Cooperation, Vol. 1: Chronicle. Washington DC: IMF. Pexxum nocryna:

http://documents.worldbank.org/curated/en/532521468149674407 /pdf/833920BROIBRD200x0382087B00P
UBLICO.pdf (nata o6pamienus: 15.10.2018).

Human Rights Watch (2017) Letter to the World Bank on the Environmental and Social Standards Guidance
Notes. 4 December. Pexkxum noctyna https://www.hrw.org/news/2017/12/04/letter-world-bank-environmen-
tal-and-social-standards-guidance-notes (nata odpatenust: 15.10.2018).

Hurley J., Morris S., Portelance G. (2018) Examining the Debt Implications of the Belt and Road Initiative
from a Policy Perspective. Policy Paper, Center for Global Development. Pexxum noctyna: https://www.cgdev.
org/publication/examining-debt-implications-belt-and-road-initiative-policy-perspective (ata odparieHus:
15.10.2018).

Independent Evaluation Office (IEO) (2018) Governance of the IMF: Evaluation Update. Pexxum nocryma:
http://www.ieo-imf.org/ico/files/updates/1802671_TEO_GOV_EVAL_UPDATE.PDF (mata oOpalleHus:
15.10.2018).

Independent Evaluation Office (IEO) (n.d.) Official Website. Pexxum nocrtyna: http://www.ieo-imf.org/ (nata
obpamenust: 15.10.2018).

International Monetary Fund (IMF) (1945) Articles of Agreement of the International Monetary Fund. Pe-
KM goctyna: https://www.imf.org/external/pubs/ft/aa/pdf/aa.pdf (nata o6pamenus: 15.10.2018).

International Monetary Fund (IMF) (1947) Selected Decisions and Selected Documents of the International
Monetary Fund. 39th Issue. Washington DC: IMF. Pexxum noctyna: https://www.imf.org/external/Selected-
Decisions/Description.aspx?decision=DN35 (nara o6paienus: 15.10.2018).

International Monetary Fund (1996) IMF History (1945—1965). Pexum nocrymna: https://www.elibrary.imf.
org/view/IMF071/14523-9781451955255/14523-9781451955255 /front.xml (gata o6patuenus: 20.10.2018).

International Monetary Fund (IMF) (2006) Article IV of The Fund’s Articles of Agreement: An Overview
of the Legal Framework. Washington DC, IMF. Pexum nocryna: https://www.imf.org/external/np/pp/
eng/2006/062806.pdf (nata obpameHus: 15.10.2018).

International Monetary Fund (IMF) (2009a) Quotas — Updated Calculations and Quota Variables, Statisti-
cal Appendix, and The Acting Chair’s Summing Up of the Board Meeting August 27, 2009. Pexum nocryma:
https://www.imf.org/external/np/pp/eng/2009/082709.pdf (nata o6pamienus: 15.10.2018).

International Monetary Fund (IMF) (2009b) IMF’s Public Information Notice 09/98: IMF Executive Board
Discusses Governance Reform. Pexxum nocrtyna: https://www.imf.org/en/News/Articles/2015/09/28/04/53/
pn0998 (nata obpaieHus: 15.10.2018).

234



MEXAOYHAPOOHLIE MEXAHU3MbI

International Monetary Fund (IMF) (2017) Collaboration Between Regional Financing Agreements and the
IME. IMF Policy Paper, July. Pexxum noctyna: https://www.imf.org/~/media/Files/Publications/PP/2017/
pp073117-collaboration-between-regional-financing-arrangements-and-the-imf.ashx ~ (mata oOpalueHus:
15.10.2018).

International Monetary Fund (IMF) (2010) Transparency at the IMF. Pexxum nocryna: https://www.imf.org/
en/About/Factsheets/Sheets/2016/07/27/15/35/Transparency-at-the-IMF (nara o6pamenus: 15.10.2018).

International Monetary Fund (IMF) (n.d.a) IMF Executive Directors and Voting Power. Pexxum mocryma:
https://www.imf.org/external/np/sec/memdir/eds.aspx (nata oopameHus: 15.10.2018).

International Monetary Fund (IMF) (n.d.b) Financial Sector Assessment Program (FSAP). Pexxum moctyma:
https://www.imf.org/external/np/fsap/fssa.aspx (mata oopameHus: 15.10.2018).

Jessop B. (1998) The Rise of Governance and the Risks of Failure: The Case of Economic Development //
International Social Science Journal. T. 50. Ne 155.

Kirton, J (1999) What is the G20? G20 Information Centre, Monk School of Global Affairs & Public Policy.
Pesxum nocryma: http://www.g20.utoronto.ca/g20whatisit.html (zara o6pamenus: 15.10.2018).

Labour 20 (L20) (n.d.) Official Website. Pexxum moctyna: http://www.120argentina.org/?s=L20&lang=eng
(maTa obpamienust: 15.10.2018).

Lukov V. (2012) A Global Forum for the New Generation: The Role of the BRICS and the Prospects for the
Future. Pexxum noctyma: http://www.brics.utoronto.ca/analysis/Lukov-Global-Forum.html (mata o6pare-
Hus: 15.10.2018).

Martens K., Jakobi A. (eds) (2010) Mechanisms of OECD Governance: International Incentives for National
Policy-Making? Oxford University Press.

New Development Bank (NDB) (n.d.) Official Website. Pexxum moctyma: https://www.ndb.int/ (zata obpa-
menust: 15.10.2018).

O’Brien R., Goetz A.M., Scholte J.A., Williams M. (2000) Contesting Global Governance: Multilateral Eco-
nomic Institutions and Global Social Movements. Cambridge University Press.

Organisation for Economic Co-operation and Development (OECD) (n.d.) History. Pexxum noctyna: http://
www.oecd.org/about/history/ (mara o6pamenus: 15.10.2018).

Stuenkel O. (2015) The BRICS and The Future of Global Order. Lexington Books.

Sussangkam C. (2010) The Chiang Mai Initiative Multilateralization: Origin, Development and Outlook.
ADBI Working Paper Series no 230, ADBI Institute. Pexkum moctyma: https://www.adb.org/sites/default/
files/publication/156085/adbi-wp230.pdf (zata o6pamenus: 15.10.2018).

Think Tank 20 (T20) (n.d.) Official Website. Pexxum moctyma: https://t20argentina.org/publicacion/the-t20-
communique/ (1ata oopamenus: 15.10.2018).

United Nations (UN) (1944) International Monetary Fund and International Bank for Reconstruction and
Development, Articles of Agreement. United Nations Monetary and Financial Conference. Pexxum mocrymna:
https://fraser.stlouisfed.org/files/docs/historical/martin/17_07_19440701.pdf (mata o6pamenus: 19.11.2018).

United Nations (UN) (1945) Charter of the United Nations. Pexxum nocrtyma: http://www.un.org/en/charter-
united-nations/ (mara o6pamenus: 15.10.2018).

United Nations (UN) (1946) Convention on the Privileges and Immunities of the United Nations. Pexum no-
cryna: http://www.un.org/en/ethics/pdf/convention.pdf (mata obpamenus: 15.10.2018).

United Nations (UN) (1948a) Final Act and Related Documents. United Nations Conference on Trade and
Employment. Havana, 21 November 1947—24 March 1948. Pexxum noctyna: https://www.wto.org/english/
docs_e/legal e/havana_e.pdf (mata o6pamienus: 15.10.2018).

United Nations (UN) (1948b) Universal Declaration of Human Rights. UN General Assembly Resolution
217 A (I1I). Pexxum moctyma: http://www.refworld.org/docid/3ae6b3712c.html (nata o6pamenus: 15.10.2018).

United Nations (UN) (n.d.) International Monetary Fund. United Nations Global Marketplace. Pexum mo-
cryna: https://www.ungm.org/Shared/Knowledge Center/Pages/IMF (nata ooparmienus: 15.10.2018).

United States Court of Appeals (2017) Jam v. International Finance Corp., No. 16-7051. DC Circuit.
Vreeland J. (2003) The IMF and Economic Development. Cambridge University Press.

235



BECTHUK MEXXOYHAPOZHbIX OPTAHU3ALIMN. T. 13. N2 4 (2018)

Women 20 (W20) (n.d.) Official Website. Pexxum moctyma: http://w20argentina.com/en/ (n1ara obparieHus:
15.10.2018).

World Bank (IBRD) (1945) Articles of Agreement. Pesxum moctymna: http://siteresources.worldbank.org/EX-
TARCHIVES/Resources/IBRD_Articles_of Agreement.pdf (mara oopamenus: 15.10.2018).

World Bank (IBRD) (1947) Agreement Between the United Nations and the Bank. Resolution 24, 16 Septem-
ber 1947. Pexxum noctyna: http://documents.worldbank.org/curated/en/532521468149674407 /pdf/833920BR
0IBRD200x0382087B00PUBLICO.pdf (zara o6pamenus: 15.10.2018).

World Bank (IBRD) (2010) The World Bank Policy on Access to Information. Pexxum nmoctyna: http://www.
worldbank.org/en/access-to-information (mata o6pamenus: 15.10.2018).

World Bank (IBRD) (2012) IBRD Articles of Agreement: Article V. Pexxum noctyna: http://web.worldbank.
org/WBSITE/EXTERNAL/EXTABOUTUS/0,,contentMDK:20049604~pagePK:51123644~piPK:329829~t
heSitePK:29708~isCURL:Y,00.html (nata o6pammenus: 15.10.2018).

World Bank (IBRD) (2016) The New Environmental and Social Framework. Pexxum moctyna: http://www.
worldbank.org/en/news/feature/2016/08,/05/the-new-environmental-and-social-framework (mata oGparie-
Hus: 15.10.2018).

World Bank (IBRD) (n.d.a) About World Bank. Pexxum noctyna: https://www.worldbank.org/en/what-we-do
(mara obpamenus: 15.10.2018).

World Bank (IBRD) (n.d.b) Board of Executive Directors Updates. Available at: http://www.worldbank.org/
en/about/leadership/directors (nara odpamenusi: 15.10.2018).

World Bank (IBRD) (n.d.c) Financial Sector Assessment Program (FSAP). Pexxum moctyna: http://www.
worldbank.org/en/programs/financial-sector-assessment-program (nata oopameHusi: 15.10.2018).

World Bank (IBRD) (n.d.d) What We Do. Pexxum noctyma: http://www.worldbank.org/en/what-we-do (mata
obpamieHus: 15.10.2018).

World Bank (IBRD) (n.d.e) Board Facts. Pexxum mocryma: http://web.worldbank.org/WBSITE/EXTER-
NAL/EXTABOUTUS/ORGANIZATION/BODEXT/0,,contentMDK:50004880~menuPK:6673256~pageP
K:64020054~piPK:64020408~theSite PK:278036,00.html (zata o6pamenust: 15.10.2018).

World Bank (IBRD) (n.d.f) About the Inspection Panel. Pexkum mocrtyma: http://www.inspectionpanel.org/
about-us/about-inspection-panel (mata o6pamieHus: 15.10.2018).

World Bank (IBRD) (2010) Bank Policy: Access to Information. Pexxum noctyna: http://pubdocs.worldbank.
org/en/393051435850102801/World-Bank-Policy-on-Access-to-Information-V2.pdf  (mata  oGpareHus:
15.10.2018).

World Trade Organization (WTO) (1947) The General Agreement on Tariffs and Trade (GATT 1947). Avail-
able at: https://www.wto.org/english/docs_e/legal_e/gatt47_01_e.htm (mara ob6pamenus: 15.10.2018).

236



National Strategies

Dreaming Together: The Economic Dimension
of China’s “Smart Power” in South-East Asia’

S. Mikhnevich

Sergey Mikhnevich — PhD, Director of the Center for Multilateral Cooperation, Russian Union of
Industrialists and Entrepreneurs; Researcher, Center for International Institutions Research, the Russian
Presidential Academy of National Economy and Public Administration (RANEPA), 11 Prechistenskaya
Naberezhnaya, Moscow, 119034, Russian Federation; E-mail: sxzex@yandex.ru

Abstract

This article considers “soft” and “smart power” through the prism of current ideological concepts
informing the foreign policy of the People’s Republic of China (PRC) — specifically, the “community of
common destiny” and the “One Belt One Road.” The author argues that China is drawing on new theoretical
approaches to strengthen its state power and its influence on strategic territories in Asia- Pacific and South East
Asia. For the effective and efficient advancement of its national interests China has to overcome significant
“path dependence” in the regional relations towards its policy.

Chinese authorities clearly understand that it is impossible to achieve China’s goals without a significant
presence in the socio-economic dimension of target countries and regions. In pursuit of this goal, China uses
existing economic mechanisms (international trade and investment) and has also established new ones,
including the Asian Infrastructure Investment Bank (AIIB) and the Economic Belt of the Silk Road/One Belt
One Road/Belt and Road initiative. These mechanisms supplement the value dimension of Chinese policy.

China is working to create an institutional system in which it can secure its influence and establish the
conditions that will allow it to become a world leader in the future. Chinese authorities appreciate that, without
a proactive strategy aimed both at the alleviation or elimination of path dependence and the establishment of
a positive perception of its policies, the PRC will not succeed in strengthening its leadership. At the same time,
the growing interdependence and interconnectivity between China and its foreign partners will increase the
scope of opportunities for China to advance its national interests and reduce the likelihood of negative conduct
towards China.

Key words: the PRC; China; ASEAN; the U.S.; South-East Asia; Asia-Pacific region; smart power;
the Asian Infrastructure Investment Bank; AIIB; Economic Belt of the Silk Road; the 215 Century
Maritime Silk Road; “One Belt One Road;” “Chinese dream;” economic instruments of foreign policy

For citation: Mikhnevich S. (2018) Dreaming Together: The Economic Dimension of China’s “Smart
Power” in South-East Asia. International Organisations Research Journal, vol. 13, no 4, pp. 237-255
(in English). DOI: 10.17323/1996-7845-2018-04-11.

! The editorial board received the article in February 2017.
The research was carried out within the framework of the RANEPA research project “Leading Donors’
Sustainable Development Goals Implementation Strategies.”

237



INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. Vol. 13. No 4 (2018)

Introduction

The pursuit of national interests is the essence of foreign policy for every state. Re-
fracted through the prism of different socio-economic activities, national interests are
both objectives and challenges that guide states’ strategies in world politics. As rightly
pointed out by Maxim Bratersky, the “nature of the state has not changed over time.
States pursue power and wealth. But since today military methods of policy are not
considered to be legal and are not generally recognized, states tend to use other [non-
military] instruments and remedies” [Bratersky, 2012, p. 7]. Such instruments should
be integrated into well-developed strategies, taking into account characteristics of pow-
er and the objects of the policy.

The experience of cooperation and rivalry/hostility in state relationships results
in path dependence. This is reflected in sustained patterns of perception by state elites
of other actors in world politics and in the tendency to have broadly accepted and re-
peated institutional practices regarding distinct problem fields. Especially in cases in
which state relationships have been difficult or frequently troubled, state elites must
do their utmost to overcome existing path dependence so that they are able to achieve
their goals within an improved framework. On the other hand, “friends” can afford to
provide less favourable conditions for cooperation to each other than they provide to
their “rivals” in order to gain their support, because “friends” initially are in a position
of advantage.

One of the problems for emerging powers is serious path dependence in their re-
lationships with neighbours. Historical experiences of interactions with strong regional
leaders usually include cases of unfriendly acts and hostilities which are reflected in the
historical memory, superstitions and prejudices of the societies and elites of neighbour-
ing states. For this reason, the attempts of a new leading state to obtain the support of its
closest neighbours frequently meet serious opposition from such countries which may
not easily accept that a new power centre’s intentions may have changed.

In this context, concerns about the ambiguous and assertive policy of the People’s
Republic of China (PRC) were one of the key reasons for the establishment of the As-
sociation of Southeast Asian Nations (ASEAN). At the time, China was perceived as
the main enfant terrible in the region. In 1967, when asked about the most serious and
probable threat of intervention in the region, Philippine Minister of Foreign Affairs
N. Ramos answered “there is no question. It is China” [Jorgensen-Dahl, 1978, p. 42].
A similar opinion was expressed in 1965 by Ghazali bin Shafie, the permanent secre-
tary for external affairs of Malaysia, who noted that China was the most severe threat to
peace and world order [Boyce, 1968, p. 150]. It is in fact more likely that geographically
distant leading states will be able to earn the trust of regional states. Lee Kuan Yew,
Singapore’s former prime minister, gave among the major reasons for U.S. leadership
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in Southeast Asia (SEA) the fact that America had been the least distrusted power
[Economist, 2010].

New centres of power frequently face difficulties changing negative attitudes to-
ward their policy and find that, to assure their neighbours of the constructiveness and
credibility of their leadership, they have to offer more than their competitors. One of
the most important ways to do so is by expanding and strengthening economic coop-
eration with targeted countries and regions as a crucial element of “smart power.”?> An-
other effective instrument is increased engagement through multilateral mechanisms of
international cooperation.

This article outlines China’s use of economic instruments of foreign policy in the
Asia-Pacific region (APR) and Southeast Asia. It considers components of China’s
“smart power” and analyzes the dynamics of increased Chinese influence in SEA. The
core hypothesis is based on the assumption that without the implementation of a pro-
active strategy targeted both at the elimination of the effects of path dependence and
at the establishment of a positive perception of its policy, the new centre of power is
unlikely to reach success in the international arena.

The “Chinese Dream” as an Element
of China’s International “Smart Power”

The PRC’s attempts to enhance and strengthen its international position and to be-
come, at least, one of the global centres of power are actively resisted by the United
States. To limit Beijing’s aspirations Washington vigorously “muddies the water” and
creates barriers to the achievement of Chinese interests around the globe and particu-
larly in SEA. American experts and authorities frequently draw international attention
to the “assertive and expansionist” plans of the PRC regarding its neighbours, as well
as to China’s extraordinary economic influence and difficult history of relationships in
the region. Thus, U.S. policy towards China can be described as “uncertainty govern-
ance.” This reflects the goal of reducing uncertainty (or transforming it into “certain
uncertainty”) for its own policy and at the same time increasing “uncertain uncer-
tainty” in acceptable zones for its rivals.

The relationship between the PRC and the U.S. is similar to the American show-
down with the Soviet Union (USSR) during the Cold War, although there is a signifi-
cant difference. The rivalry between the U.S. and the USSR was started at the global
level and was later transferred to different regions. In the case of the PRC and the U.S.
the scenario is reversed. The parties are rivals at the regional level. There has not yet
been a full-scale spillover of their rivalry to the global arena, and whether that will hap-

2 According to Joseph Nye “smart power” is the combination of the hard power of coercion and payment
with the soft power of persuasion and attraction [2011, p. 18]. Another essential attribute of “smart power”
is a complex set of competencies which can be merged under the general notion of “power of governance”
[Mikhnevich, 2015].
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pen depends on the further course of events in the Asia-Pacific region, and SEA in
particular.

The remedy to negative path dependence and the basis on which to establish an
ideological framework for China’s international leadership might be the concept of the
“Chinese dream” [Mikhnevich, 2016, p. 103] which includes a vision for enhancing
the complex potential of China and the wide use of appropriate opportunities for the
development of both the homeland and China’s foreign partners. In fact, the “Chinese
dream” has become the primary concept of Chinese foreign policy aimed at proactively
fostering an international agenda. This contrasts with earlier theoretical developments,
which had prioritized effective adaptation to the existing international environment.
Thus, the “Chinese dream” marks a new phase of China’s foreign policy development.
In this context, it is of great symbolic importance.

The “Chinese dream” draws on several interdependent political and economic
concepts, intended to foster a positive perception of the “Chinese dream” in foreign
societies. Among these concepts are the “community of common destiny” (CCD) and
the “One Belt One Road”/“Belt and Road Initiative” (OBOR/BRI), both of which are
meant to give real economic substance to the beautiful slogans of the “Chinese dream.”

The idea of a CCD was first proposed by Xi Jinping in March 2013 during his
lecture in Moscow University MGIMO. He said that “the world has become inter-
connected and interdependent to an unprecedented degree... The world community
should jointly push for the building of a new type of international relations with win-
win cooperation at the core, and people of all nations should combine their efforts to
safeguard world peace and promote common development” [Ministry of Foreign Af-
fairs of the People’s Republic of China, 2013a]. Later, at a conference on diplomatic
work with neighbouring countries held in Beijing in October 2013, he underlined that
Chinese authorities “should well introduce China’s domestic and foreign policies to
the outside world, clearly tell China’s story, spread China’s voice, and integrate the
Chinese dream with the desire of the people of the neighboring countries for a good
life, and with the prospects for regional development, letting the awareness of commu-
nity of common destiny take root in the neighboring countries” [Ministry of Foreign
Affairs of the People’s Republic of China, 2013b].

The CCD is an attempt by China at the official level to address the issue of com-
plex interdependence in positive and negative ways and to demonstrate China’s lead-
ership in developing international cooperation in a situation in which “economic glo-
balization is the main trend of international development” [Timofeev, 2015, p. 230].
A. Larin assumes that the core goal of the BRI is “to stop or, at least, slow down growth
of anxiety and unease, convince other states that China notwithstanding its superior
national power offers cooperation on the basis of principles of “win-win” and “com-
mon building and use” of opportunities for development for all parties involved, and
that development of China benefits mankind [Larin, 2016, p. 142].

The concept of a CCD clearly demonstrates China’s intention to “play on the
field” where it concedes significantly to other actors, and to the U.S. in particular.
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China seeks to create an ideological basis not only for justifying its rise and reducing
the concerns of neighbours, but also for building a positive environment for its own
regional and global leadership. In his keynote speech “Towards a Community of Com-
mon Destiny and A New Future for Asia” at the Boao Forum for Asia Annual Confer-
ence 2015, Xi Jinping pointed out that “over the past 70 years, Asian countries have
gradually transcended their differences in ideology and social system. No longer cut
off from each other, they are now open and inclusive, with suspicion and estrangement
giving way to growing trust and appreciation. The interests of Asian countries have be-
come intertwined, and a community of common destiny has increasingly taken shape”
[Ministry of Foreign Affairs of the People’s Republic of China, 20135].

Whereas the CCD manifests the value intentions of Chinese “smart power,” the
BRI provides the economic environment to allow these to be perceived and entrenched
in target countries and regions. The strategy of jointly building the OBOR was intro-
duced by Xi Jinping during his state visits to Central and Southeast Asian states in
September and October 2013. This concept complements and clarifies the ideas of the
CCD.

“The main essence of this initiative will be close contacts and linkages between
different peoples, connection of infrastructure, promotion of free trade and meet-
ing the need for financing” [China, 2015, p.18]. Within the framework of the OBOR
specific spheres and projects for cooperation are defined, and international economic
corridors are created with a focus on major international routes to establish an envi-
ronment for regional economic integration. For the purpose of BRI implementation,
China founded the $40 billion Silk Road Fund (SRF) [SRF, n.d.]. By the end of 2016,
the fund had signed 15 projects, with an estimated investment value of $6 billion. The
projects cover such areas as infrastructure, energy utilization, production capacity and
finance cooperation in Russia, Mongolia, Central Asia, South Asia and Southeast Asia
[Office of the Leading Group for the Belt and Road Initiative, 2017].

The OBOR consists of two major elements, namely the Silk Road Economic Belt
(SREB) and the 21st-century Maritime Silk Road (MSR). The former is focused on
development of land routes while the latter is aimed at advancement of maritime routes.
The SREB envisions three main directions of cooperation: China—Central Asia—Rus-
sia—Europe (Baltic Sea), China—Central Asia—West Asia—Persian Gulf—Mediterra-
nean Sea and China—Southeast Asia—South Asia—the Indian Ocean basin states. The
MSR is aimed at development in two main directions: China—South China Sea—the
Indian Ocean—Europe and China—South China Sea—south part of the Pacific Ocean.

Experts highlight a number of interrelated PRC objectives which may be accom-
plished by the BRI [Mikhnevich, 2017]:

1) Development of routes and favourable conditions for the safe and smooth tran-
sit of natural sources and commodities to China and Chinese goods to the main export
markets.

2) Establishment of “China-centred” global and regional value chains and out-
sourcing of the less effective productive facilities abroad.
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3) Development of the less successful regions of the PRC located in the western
and central parts of the country.

4) Strengthened national security as a result of improved relationships with part-
ner-states and expansion of political-economic instruments of foreign policy.

5) Promotion of Chinese “soft power” and the formation of a platform for China’s
international leadership of BRI institutions and projects.

According to Russian expert S. Uyanaev, “in terms of its goals the OBOR from the
outset has been a great geostrategic project, which is aimed at securing interests of the
country in the near and far abroad as well as at solving a number of systematic problems
in the development of the national economy through external economic and political
mechanisms” [Uyanaeyv, 2017, p. 10].

The BRI has been evolving rapidly and is becoming the main set of mechanisms
and instruments of the PRC’s economic diplomacy, which for its part facilitates ad-
dressing the challenges of national development. Zhang Jun, director-general of the
department of international economic affairs in the PRC’s ministry of foreign affairs,
argues that the facilitation of development is carried out through the creation of a fa-
vourable external environment, promotion of Chinese businesses’ interests and by the
growing influence of China in the global economic governance system [Zhang, 2017].
In general, “Silk Road diplomacy” is an example not only of “active thinking and new
direction of the Chinese diplomacy,” but also of “proactive actions” replacing more
passive reactions. Furthermore, if in the past “diplomacy served economic develop-
ment,” now “economics and diplomacy go hand-in-hand” [Vinogradov, 2015, p. 80].

Economic Instruments of the PRC’s Foreign Policy in SEA

Traditionally, China actively applies economic features of “soft power” by providing
significant amounts of foreign aid and investing in projects around the globe, from
Africa to Latin America and Central Asia. Devex experts calculated that in 2013 foreign
aid provided by China reached $7.1 billion. [Devex, 2015]. The PRC constantly in-
creases its foreign development assistance (FDA). According to information disclosed
in February 2017 in a speech by Xi Jinping, the total amount of Chinese foreign aid in
1949—-2016 exceeded 600 billion yuan (USD 96.75 billion) [Radio Free Asia, 2017].
The APR countries are privileged beneficiaries of Chinese aid. Cambodia alone
from 1992 to 2015 has received $2.1 billion in aid from China as well as investments
worth $8.2 billion from 2006 to 2012, making the PRC the biggest investor in the coun-
try. Cambodia pays China back by securing Chinese interests in own foreign policy. The
PRC also strives to invest in Vietnam, China’s traditional rival in the region. China’s
accumulated investments in Vietnam in 2012 reached $4.8 billion [Vietnam Investment
Review, 2013]. China seeks to increase its influence on Vietnam through control of the

3 In addition, in 2015 China financially supported 19 development projects in Cambodia totaling
$1.1 billion [Nguyen, 2015, p. 201].
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Mekong’s source, which is extremely important for the Vietnamese economy, and by
fulfillment of joint development projects [Mikhnevich, 2014].

In general, the amount of Chinese outward foreign direct investment (FDI) in
2014 alone totaled $116 billion which is 43 times as high as in 2002, even without taking
into consideration the volume of Hong Kong’s investment, an important channel for
Chinese outward investment. According to the United Nations Conference on Trade
and Development (UNCTAD), Hong Kong’s outward FDI in 2014 reached $143 bil-
lion (+$62 billion compared to 2013); the total cumulative investment flows from the
PRC and Hong Kong in 2014 totaled $259 billion, which is 19.1% of the global volume
of FDI in 2014 ($1,354 billion) [UNCTAD, 2015]. China is gradually becoming one of
the top investors in the world.*

Chinese FDI growth rates (even without Hong Kong) saw their greatest increase
in 2007—2008; in 2008 alone Chinese investment surged by 107% and before the world
financial crisis of 2008—2009 China had jumped to “another league.” In 2009 Chinese
FDI growth rates were about 1%. But given the slump in outward FDI around the
globe, this growth nevertheless enabled China to increase its foreign economic influ-
ence.

116,0
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Fig. 1. China’s Outward FDI ($ Billions)

Source: [Nguyen, 2015; UNCTAD, 2015].

Considering the time period from the date of the appearance of the “Chinese
dream,” it is clear that Chinese FDI has increased by 31.8% or $28 billion (from
$88 billion to $116 billion), which correlates with the jump of Hong Kong’s FDI from
$88 billion in 2012 to $143 billion in 2014 (+62.5%).

4 China’s investments abroad are directed mainly to the extractive industries or infrastructure in the case
of developing countries, and to the high-tech industries of developed countries.
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But despite the great increase in Chinese outward FDI, the dynamic of the PRC’s
investment in ASEAN is not so auspicious. From 2006 to 2013 Chinese FDI to ASEAN
grew from $1.958 million to $8.644 million [ASEAN, 2015], but this growth was not
steady. During this period there were two serious drops in Chinese FDI: in 2008
(2.2 times lower than in 2007) and in 2012 (1.5 times lower than in 2011). The total
cumulative investment flows from China to ASEAN from 2006 to 2013 totaled only
$32.9 billion, which is much lower than ASEAN-targeted FDI flows from Japan ($94.7
billion), the U.S. ($59.46 billion) or the EU ($148.47 billion). Combined, China’s and
Hong Kong’s FDI flows to ASEAN in 2006—2013 were more significant at $59.13 bil-
lion. [ASEAN, 2015].
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Fig. 2. China’s Outward FDI to ASEAN ($ Millions)

Source: [ASEAN, 2015].

Another major instrument facilitating the external investment potential of China
is the Asian Infrastructure Investment Bank (AIIB), founded in 2015 and headquar-
tered in Beijing. The registered capital of the bank is $100 billion. T. Renard believes
that “the AIIB is perhaps China’s largest “soft power” success so far” [Renard, 2015].
Fifty-eight states from Asia and other regions including Great Britain, one of the clos-
est U.S. allies, have become founding members of the bank. Among the APR coun-
tries, only Japan refused to become a member.

The main goal of the AIIB is to facilitate sustainable development and strengthen
the infrastructure connectivity of the region’s economies. Priorities include financ-
ing of infrastructure projects in the energy, transport and telecommunications sectors.
“The articles of agreement permit the bank to provide financing in a variety of ways,
including, inter alia, making loans, investing in the equity capital of an enterprise and
guaranteeing, whether as primary or secondary obligor, in whole or in part, loans for
economic development. In addition, the bank may underwrite, or participate in the
underwriting of, securities issued by any entity or enterprise for purposes consistent
with its purpose” [AIIB, n.d.].
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“Beijing has shown that it is willing to take more leadership and responsibility in
the region, in co-operation with regional and global players. This is weakening, at least
temporarily, the accusations that China is an ‘irresponsible stakeholder’. The contro-
versies surrounding the launch of the AIIB strengthened China’s position on the need
for a multilateral reform. China not only weakened the argument of those claiming
that it disregards multilateralism, but it also shed light on the negative role played by
established powers, and specifically the United States, in resisting China’s legitimate
demands for a greater role in the multilateral system” [Renard, 2015]. For China it is
extremely important to sustain and build upon the success of the AIIB as the first global
mechanism proposed by China. China’s ability to become the moderator of global gov-
ernance reform depends on it.

To finance OBOR projects and implement its external investment policy, China
promotes involvement of the China Development Bank (CDB) and the Export-Import
Bank of China (CEIB). From the date of launching the BRI, the CDB has signed off
on more than 100 projects in the Belt and Road (B&R) countries, to a value surpassing
$40 billion, with $30 billion issued in loans. The CEIB has authorized 1,100 projects
valued at $100 billion in the B&R countries, issuing $80 billion in loans [Office of the
Leading Group for the Belt and Road Initiative, 2017].

By the end of the first quarter of 2017 the CEIB’s outstanding loans for BRI pro-
jects had surpassed 620 billion yuan (over USD 90 billion). The funds were pumped
into more than 1,200 projects along the ancient trade routes. Its lending to interna-
tional cooperation on industrial capacity was at more than 700 billion yuan (USD 101.6
billion) [Belt and Road Portal, 2016].

China continues to create new financial institutions. In particular, to provide fi-
nancing support to Central and Eastern Europe (CEE) the Industrial and Commercial
Bank of China founded China-CEE Financial Holdings Ltd. which launched the Chi-
na-CEE $10 billion China-CEE Investment Cooperation Fund [Office of the Leading
Group for the Belt and Road Initiative, 2017]. According to PwC experts, accumulated
Chinese state OBOR financing, including AIIB and SRF, could reach $1,000 billion in
2015—2025 [Strategy&, PWC, 2015, p. 3].

Another important direction of Chinese BRI investments is the establishment of
economic and trade cooperation zones. By May of 2017, Chinese businesses had in-
vested more than $18.5 billion in 20 countries to build 56 zones. These zones have gen-
erated about $1.1 billion in tax revenue and created approximately 180,000 jobs in the
host countries. Among the most successful zones according to Chinese authorities are
the China-Belarus Industrial Park (the Great Stone), the Suez Economic and Trade
Cooperation Zone in Egypt, the Thai-Chinese Rayong Industrial Zone and Cambo-
dia’s Sihanoukville Special Economic Zone [China.org, 2017].

By the end of 2016, China had set up in its border provinces and autonomous re-
gions seven pilot zones for development and opening up, 17 border economic coopera-
tion zones, and two bilateral border economic cooperation zones. China conducted in-
depth consultations with Nepal, Myanmar, Mongolia, Vietnam and other neighbours
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regarding bilateral border economic cooperation zones, leading to positive progress.
Chinese enterprises invested $18.5 billion in 56 economic and trade cooperation zones
under construction in 20 B&R countries, which are important channels for investment
cooperation and for transplanting and replicating China’s development experience.
The China-Belarus Industrial Park, the Thai-Chinese Rayong Industrial Zone and the
Suez Economic and Trade Cooperation Zone in Egypt have become platforms of over-
seas cluster investment by Chinese enterprises and symbols of friendly cooperation.
Drawing on their own strengths, some local authorities in China have built B&R parks
for economic and trade cooperation to serve as modern international trade platforms
for European and Asian businesses and neighbouring countries as well.

Regarding the absolute figures for OBOR projects and deals in 2016, PwC experts
assume that in infrastructure only they generated a combined $494 billion in value.
One-third of the BRI project and deal value generated in 2016 was in China [PWC,
2017, p. 7]. To date, it is impossible to calculate the exact number of BRI projects: the
complete list of such projects does not exist. Partly this is due to the absence of pre-
cise criteria for the classification and categorization of OBOR projects. Another reason
might be the attempt of the PRC to use effects of “uncertainty” and “increasing returns
to scale,” which give China an opportunity to show more results than really exist. In
fact, almost every project carried out by Chinese companies in OBOR countries can be
considered as one under the BRI framework.’

According to information published in May 2017 before the Belt and Road forum
the total number of projects affiliated with BRI reached 1700 [Wu, 2017]. Experts point
out the following features of the Chinese approach to BRI implementation [Mikhnev-
ich, 2017]:

1. Project activities include investment projects aimed at developing production
and transport infrastructure as well as those targeting trade facilitation.

2. The Chinese authorities sometimes include projects which had been started and
even completed before the launch of the OBOR initiative, for example the Toromocho
mine project which had been implemented before 2012.

3. Not all projects within the BRI are carried out with Chinese funding even while
Chinese companies actively participate in them (for example, building a hospital in
Colombo). Official sources do not always contain information on financing sources:
the projects are treated as ones fulfilled by China.

4. Inthe process of project implementation Chinese companies strive to introduce
and apply their own developments and standards, linking financing to procurements of
Chinese production.

5. China’s interests in developing cooperation vary significantly from one OBOR
country to another depending on their strategic geographic and economic importance
to the PRC. So, Pakistan is a privileged partner. The pipeline in the China-Pakistan
economic corridor includes projects valued at $45 billion (20% gross domestic product

> The author has attempted to compile a BRI project list. See Mikhnevich [2017].
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of Pakistan). Projects worth $28 billion will be implemented in the short term [Prime
Minister’s Office Government of Pakistan, n.d.].

On the margin of the Belt and Road forum the PRC authorities issued new plans on
the development of the BRI. Noteworthy among them is increased financing for OBOR
projects: additional financing is to exceed $100 billion. According to Xi Jinping, China
will scale up financing support for the BRI by contributing an additional 100 billion yuan
(USD 14.5 billion) to the SRF and encouraging financial institutions to conduct overseas
yuan fund business with an estimated amount of about 300 billion yuan (USD 70 billion).
The CDB and the CEIB are to set up special lending schemes respectively worth 250 bil-
lion yuan (USD 36.3 billion) and 130 billion yuan (USD 18.9 billion) to support coopera-
tion on infrastructure, industrial capacity and financing under the BRI [Xinhuanet, 2017].

According to official sources, “China has also undertaken to provide assistance
in 2018—2020 worth 60 billion yuan (USD 8.7 billion) to developing countries and in-
ternational organizations participating in the BRI to launch more projects to improve
people’s well-being. Emergency food aid worth 2 billion yuan (USD 300 million) will
be provided to developing countries along the Belt and Road and an additional contri-
bution of $1 billion will be made to the Assistance Fund for South-South Cooperation.
China will launch 100 “happy home” projects, 100 poverty alleviation projects and 100
health care and rehabilitation projects in countries along the Belt and Road. China will
provide relevant international organizations with $1 billion to implement cooperation
projects that will benefit the countries along the Belt and Road” [Xinhuanet, 2017].

China complements the investment element of the external economic dimension
of “soft power” by improving the environment for mutually beneficial trade. In recent
years, China has strengthened its leadership in world trade. In ten years from 2005 to
2014 the PRC’s trade grew from $770,458 million to $2,477,271 million (more than
three times). The negative dynamics were in 2009 only (—15.6% as compared to 2008)
due to the eruption of the global economic crisis. A significant amount of China’s trade
is connected with Hong Kong and Macao; the PRC’s trade with Hong Kong in 2014
reached $625,379 million and with Macao, $55,074 million [UNCTAD, 2015].
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Source: [UNCTAD, 2015].

If the situation with China’s investments in ASEAN is ambiguous, regarding trade
everything is clear and obvious. China is the biggest trading partner of SEA countries.
In 2013 China-ASEAN trade was $350.5 billion. In 2006—2013 the volume of trade
grew 2.5 times. There was a slight drop in 2009 only (—9.5%).
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Fig. 4. China-ASEAN Trade ($ billions)

Source: [ASEAN, 2015].

A significant positive impact on trade was caused by the establishment of the Chi-
na-ASEAN free trade area (CAFTA) in 2010. Since then, China-ASEAN trade has
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doubled. It was expected that in short term the CAFTA would have more positive ef-
fects for ASEAN than for China, and that in the mid and long term China’s benefits
would be more significant. But as the dynamics of China-ASEAN trade clearly show,
in the second year after the establishment of the CAFTA there was material change in
the trade flows in favour of China. In four years under the CAFTA, China’s trade sur-
plus with ASEAN tripled compared to 2009, from $15 billion to $45.4 billion [ASEAN,
2015].

Undoubtedly, SEA countries, irrespective of CAFTA benefits, cannot afford to
be indifferent to the fact that China’s gains from trade liberalization exceed their own.
And, the prospects of the establishment of, as well as possible benefits from, the re-
gional comprehensive economic partnership (RCEP) proposed by ASEAN in 2012 and
promoted by China are unclear [ National Coordination Center, n.d.].

The goal of the RCEP is to “achieve a modern, comprehensive, high-quality and
mutually beneficial economic partnership agreement establishing an open trade and
investment environment in the region to facilitate the expansion of regional trade and
investment and contribute to global economic growth and development” [Joint Dec-
laration, 2012]. ASEAN, the PRC, Japan, Korea, India, Australia and New Zealand
are participating in the negotiations. The parties discuss not only elimination of trade
barriers, but also investment regimes, economic and technical cooperation, intellectual
property protection, competition development, establishment of the mechanisms of
dispute resolutions and digital trade. “The RCEP is aimed at facilitation engagement
of the regional states with global and regional value chains and promotion of regional
integration” [National Coordination Center, n.d.]. But the RCEP will need to prove
its efficiency and effectiveness after completion of the negotiations. In case coopera-
tion under the RCEP framework provides benefits for China to the detriment of other
members, further regional integration might face great challenges and the “soft power”
and complex influence of China in SEA might decrease.
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249



INTERNATIONAL ORGANISATIONS RESEARCH JOURNAL. Vol. 13. No 4 (2018)

Source: [ASEAN, 2015].

Conclusion

While many foreign experts write about China in glowing terms, others do so in a nega-
tive way calling into question the success of the country. Jakob Berger mentioned that
“all foreign authors polarizing opinions on China, its policy and goals negatively affect
its image” [Berger, 2015]. As a result international assertiveness and concerns might
be growing. In spite of that, China has had positive results in strengthening its “soft
power.” According to Gallop, “the positive attitude towards China was expressed by
50% of ASEAN’s population compared to 30% in 2002 [Safronova, 2013, p. 152].

But despite the great potential of strengthened economic linkages with the APR
counties, the PRC frequently faces serious challenges eliminating the effects of path
dependence and making its “smart power” effective and efficient. Chinese authorities,
trying to reach tactical goals, from time to time endanger their strategic benefits and
“soft power” by raising concerns among their partners, for example in Cambodia in
2012 or in Malaysia in 2015 [Economist, 2015]. The result of such “false starts” may
be the growing influence of China’s competitors like the U.S. But growing trade and
investment cooperation with the region’s countries will help China to further eliminate
path dependence effects which is an important issue for China if it is to become the
global leader of the future. If the welfare of the partners heavily depends on cooperation
with China, it means that the PRC will have more opportunities to affect the policy of
partner states and their elites. As the result, China’s influence will grow. The experi-
ence of China should be thoroughly examined and it is hoped that this article contrib-
utes to this analysis.
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B cmamve uepe3 npuzmy «macKoil» u «<YyMHOU CUabl> AHAAUSUPYIOMCA AKMYANbHble U0e0N02UHeCcKUe KOHUenYUU GHeuHell
noaumuxku KHP: «Coobuecmeo edunoii cydvbwr> (CEC), «Odun nosic, odun nyme» (OI1OI1). Aemop ommeuaem, umo
nocpeacmeom HOBbIX Meopemueckux nooxo008 U pacuiupenus c6oeeo NPUCymcmeus Ha MHO20CHOPOHHUX NAOUWA0KAX
Kumaii cmpemumces cchopmupoeame ycnogus 045 ykpenieHus cO80KYNHOI 20cy0apCmeeHHOol MOuU 6 UeaoM U GAUAHUA HA
cmpameeuveckux meppumopusix ¢ cmpanax ATP u FOeo-Bocmounoii A3uu 6 wacmnocmu. Ilpu 3mom 045 MAKcumansHo
appexmueHoll pearuzayuu HAYUOHANbHLIX UHmMepecog Kumaro neobxooumo obecneuums npeodonenue cepbe3Hvix «dgh-
hekmog Koneu».

Tlonumas, umo obecneuenue ycmoiiuugoeo 00420CPOHHOL0 BAUAHUS HA NOAUMUKY UeAedbiX CMPAH U Pe2UoH08 0e3
3HAYUMENbHO20 NPUCYMCMBUS 6 COUUANLHO-IKOHOMUYECKOM UBMEPEHUU UeAe8biX CIPAH U PeellOHO8 Heao3ModicHo, Ku-
mail aKMueHo NPUMeHsAem IKOHOMUHECKUe UHCMPYMEHMbl 6HeU el NOAUMUKU, OONOAHANWUE ee UeHHOCHOe U3MepeHue
U cnocoocmeyruue PopmMUpoBanUIo Ho8bIX MHOOCMOPOHHUX UHCIMUNTYMO8, 8 Komopbix Kumaii uepaem karouegyto pons.
B smoii ceszu ocoberno gvidensiromes yupexcoenue Ponoa Illenxosoco nymu u Azuamckoeo banka ungpacmpyxmyp-
HbIX UHBECIUYUTL, AKMUBHOE UHEECMUPOBAHUE 8 Ueneable SIKOHOMUKU, CO30aHue 803MOXCHOCMel] 015 pA36UMUS HEUHell
mopeoéau.

Kumaii cmapaemcs cgpopmuposams cucmemy UHCIMUMYMOS8, KOMOPAs NO360AUN eMY He MOAbKO 3aKpenums 00-
CIMUSHYMbLI YPOBEHb GAUAHUA, HO U 8 NepCneKmuee copmuposams yca08us 045 6bl08UNCEHUS HA NOSUUUU MUPOBOO
audepa. B KHP nonumarom, umo 6e3 peaaruzayuu npoaKmueHoil cmpameeuu, HayeaeHHol Ha YCmpaHeHue HeeamugHbix
«appexmos Koneu» u Gopmuposarue NOA0ICUMENbHO0 8OCHPUAMUS c80ell noAumuKY, Hogwlli Kumaii He cmoocem do-
cmutb yenexa 6 ykpenaenuu coocmeennoeo audepcmed. O0HO8peMeHHo yKpenaenue 63aumo3aeucumMocmu U 63aumoces-
3anHocmu mexncdy Kumaem u eco 3apybesxcnvimu napmuepamu 6ydem cnocobcmeosams paculuperuo cnekmpa cpeocme
peanuzayuy HayuoHanbHulx unmepecoe KHP u cHudicenuro 6eposamnocmu peaiu3ayuy UMy HeeamugHol NOAUMUKY 6 om-
Howenuu Kumas.

Kmouesbie cioBa: KHP; Kurait; ACEAH; CILA; FOro-Bocrounast A3usi; Asnarcko-TuUXooKeaHCKUIT pETHOH;
ATP; «ymHast cuma»; A3uatckuii 0aHK MHGpacTpyKTypHBIX nHBecTuLnii; ABUU; «DkoHOMUYecKuMit mosic
IIlenkoBoro mytu»; «MopcKoii 1eakoBbIil myTh XXI Beka»; «OnuH 1osic, onuH nyTh»; «[losic 1 myTh»;
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Abstract

The export of agri-food products from the European Union (EU) to Russia has been negatively influenced by
the Russian embargo. The objective of this paper is to analyze the impact of the Russian agri-food embargo
on EU agri-food exports to Russia from 2010 to 2016 and to consider the possibility of avoiding the embargo
using Belarus as a re-exporting country. The revealed comparative advantage (RCA) index was used to assess
the impact of Russian sanctions on agricultural exports from the EU to Russia. The main consequence of the
embargo was a significant decline in EU agri-food exports to Russia. European producers responded by trying
to increase the territorial diversification of their customers. In the beginning, they tried to keep the Russian
market through re-export operations, which is evident in the example of Belarus. Calculation of RCI points to
the fact that mutual agri-food trade has changed significantly. Prior to the embargo, agri-food exports from
the EU to Russia were competitive, but these advantages have been lost. In 2010, Russia was the second most
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a linear model.
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Introduction

International economic relations are being affected by various factors resulting from
long-term global changes which distort globalization tendencies and have a fundamen-
tal impact on national economies [Kittova et al., 2014]. International trade in agricul-
tural products is currently undergoing significant changes resulting from the weakening
of state support and emerging protectionism in many states, especially in the European
Union (EU) [Krivorotko, 2017]. The conflict between Russia and Ukraine has caused
the sanction war between the EU and Russia. The high degree of interdepence of
economies means that every negative impulse is felt in the mutual trade perfomance of
countries [ Grinberg, Shmelev, 2014]. At the beginning of the conflict, the EU imposed
diplomatic sanctions against Russia, but these were limited to persons and companies.
However, after the Malaysian commercial airplane was shot down in July 2014, the EU
extended sanctions to the economy as a whole. Russia answered quickly and imposed
retaliative sanctions in the form of an embargo on selected agri-food products from the
EU and other countries, including the U.S., Australia, Canada, Norway and Iceland.
Agricultural products were chosen because of the easy reorientation of Russian imports
from other countries [Zabojnik, Hamara, 2015].

The EU is aware of the importance of its agri-food exports to the Russian mar-
ket. Agriculture has been one of the EU’s most important economic sectors since the
beginning of modern integration tendencies on the European continent. This is con-
firmed by the concept of the EU Common Agricultural Policy, which was grounded
in the 1962 Treaty of Rome and which, together with the EU’s Common Commercial
Policy, is one of the oldest EU policies [Kittova, 2014]. Exceptional attention to the
agricultural sector results from several factors. A key factor is the strategic importance
of agriculture as it ensures the EU’s food self-sufficiency and is one of the means of
fighting against poverty. In addition to its economic, development, landscape, environ-
mental and social functions, the importance of agriculture in the EU also underlines
its symbolic significance — it was the first area to which most of the competencies
were transferred from the European states to the EU institutions [Ruzekova, 2013].
The Russian ban on EU agri-foods meant that EU agri-food exporters faced a seri-
ous challenge. The EU Commission applied various supportive measures in the form
of financial aid and new regulations but these measures were not effective in the short
term. The exporters had to diversify their customer base and tried to sell their banned
products to Russia through re-export operations. A key example of this was the effort
to re-export through Belarus, due to its membership in the Eurasian Economic Union
with Russia. This paper compares EU exports of banned products to Russia with those
to Belarus.

Agricultural production is very important for every country’s view of food safety.
The priority of the Russian economy is the active development of the agricultural sec-
tor so as to be competitive with the agricultural sectors of other countries [Tsyngueva,
2016]. During the next few years, Russia expects further changes associated primarily
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with its accession to the World Trade Organization (WTO). Reduction of budgetary
support and restrictions (tariff and non-tariff) will affect the competitiveness of Rus-
sian agricultural and food products in both the domestic and international markets
[Ishchukova, Smutka, 2013]. Given its ample natural and human resources, and with
state intervention and agricultural reforms, Russia can increase the competitiveness of
its agricultural sector [Sutyrin, Trofimenko, 2014].

This paper analyzes the impact of the Russian agri-food embargo on EU agri-food
exports to Russia from 2010 to 2016, and examines the possibility of avoiding this em-
bargo using Belarus as a re-exporting country. Based on this analysis, an estimation of
future EU agri-food exports to Russia can be made.

Material and Methods

At present, there are many researchers in the field of international sanctions. Authors
such as M. Marinov [2005] and S. Chesterman [2003] consider international sanctions
to be a sort of middle ground between diplomatic protest, which is often considered to
be a weak expression of disagreement, and military conflict, which on the contrary may
be too aggressive. According to Marinov [2005], the expected result of the application
of sanctions is one similar to that which would come from war but with significantly
lower economic and human losses. According to D. Baldwin [1998], sanctioning in-
struments used in diplomatic practice can generally be applied to economic, diplomatic
and military sanctions, each of which is characterized by particular features.

Despite the general expansion of the use of sanctions as a policy instrument,
there is no consensus in the theory so far about the rationale behind their introduc-
tion or their success in achieving their goals. Authors such as K.R. Nossal [1989] and
M. Daoudi and M. Dajani [1983] agree that the application of sanctions is an interna-
tional policy tool that attempts to achieve required changes in the activities or policy of
the sanctioned state through pressure techniques. Nossal is of the opinion that, in order
to speak about international sanctions, it must be the case that they are implemented
by legitimate actors in the international system and that they are being implemented
in response to serious violations of generally applicable international standards. Eco-
nomic sanctions are comprehensively characterized by J. Galtung [1967] as measures
by one or more international actors (shippers) taken against one or more other actors
(recipients) for one or both of these two purposes: to punish the recipients by depriving
them of any value or to force recipients to follow certain standards that senders con-
sider important. G. Hufbauer et al. [2017] define economic sanctions as “deliberate,
government-induced appeal, or the threat of recourse to trade in goods or financial re-
lations.” M. Golliard [2013] states that economic sanctions include non-tariff barriers
to trade in the form of restrictions on the import or export of goods in order to compel
another state to change its political decisions. Economic sanctions in the form of bans,
quotas and licenses represent exogenous shocks that have negative consequences for
trade. The main consequence of sanctions is trade diversion.
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This paper assesses the impact of the Russian embargo on EU agri-food exports
to Russia. Its scope is limited to the period from 2010 — one year after the crisis of
2009 during which the world economy was highly unstable and world trade declined an
average of 30% — to 2016. This time period makes it possible to point out changes in
agricultural trade between the EU and Russia. Mutual trade has been strongly affected
by the sanctions imposed by Russia. To assess these changes a revealed comparative
advantage (RCA) index was used. These indices compare the competitiveness of sectors
of the domestic economy with economic sectors of another country.

There are several ways to measure RCA. A typical example is the Balassa index
which is defined as the ratio of the difference between the export and import of com-
modity groups and the sum of exports and imports of these commodity groups [Balassa,
1965]. This analysis uses the formula in which the revealed comparative advantage is
a logarithm of the share of exports and imports of goods categories of the countries in
total exports and imports of the same country, which is evaluated in this paper. It is
defined as:

x. X
RCA=In-L /L, (1)
m. M

i J

where X; stands for the exports of country j in commodity group i; m,, stands for the
imports of country j in commodity group i; X stands for the value of total exports of
country j, and M, stands for the value of total imports into the country j. According
J. Hinloopen and C. Marrewijk [2001], possible values of the index can be classified
into four categories (a—d) determining its size and relative intensity:

a) 0 < RCA < 1 — no comparative advantage,

b) 1 < RCA < 2 — weak comparative advantage,

¢) 2 < RCA < 4 — moderate comparative advantage,

d) 4 < RCA — strong comparative advantage.

To estimate the future development of EU agri-food exports to Russia, a simple
linear model was used. On the basis of existing values, the model calculates or estimates
the future value of the dependent variable(s) for a given independent variable value.
The pair of numbers x and y are known numbers. The model estimates the new value
using linear regression. The formula for calculation is:

y=a+ bx, 2)

where: _
a=Yy + bx

and

o 2E=DO-T)
D (x=%)

where x and y are the mean values of the sample.
Data for this research are from EUROSTAT statistics.
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First, the share for all agricultural commodities affected by the imposed embargo
of agricultural exports of the EU to Russia was calculated and 10 groups of commodi-
ties with the highest share were selected for further consideration. Aggregated, the ten
biggest commodity groups had a 62.2% share of all exported commodities affected by
the embargo in 2010 and 31.67% of total agricultural exports in 2010. The RCA index
was calculated for all groups, but the current analysis considers only the 10 selected
groups of products.

Results and Discussion

The European Union is one of the most important players in international trade rela-
tions. In the context of world trade in goods, the EU was the second-largest exporter
(€1,745.2 billion) and the second-largest importer (€1,708.3 billion) in 2016. Interna-
tional trade is an essential part of the EU’s economy as it generates a considerable part
of its gross domestic product (GDP), and supports employment and sustainable devel-
opment. The EU mainly exports machinery, vehicles, chemicals and other manufac-
tured goods, and mainly imports machinery, vehicles and energy. The EU trades goods
with almost every country in the world, with the most important trading partners being
the United States, China, Switzerland, Turkey, Russia, Japan and Norway. Until 2014,
Russia was the fourth-largest export partner of the EU. However, it has sunk to fifth
place in subsequent years. Its share of EU exports has fallen from 6.4% in 2010 to 4.1%
in 2016. This negative development is mainly affected by the economic-political sanc-
tions applied between the EU and Russia, and also by falling prices of oil and natural
gas as they have a dominant position in mutual trade [Locatelli, 2013].

Agriculture has an important position in the foreign trade of the EU as well. The
EU is a major world exporter of agri-food products. Export of agri-food products pro-
vides EU farmers additional income, but its potential dropouts can disrupt the fragile
stability of this sector. The current Russian embargo potentially jeopardizes business
relations valued at €5 billion and affects 9.5 million people working in the concerned
sectors. The agri-food sector is an important, albeit not the most important, compo-
nent of the EU’s foreign trade. In 2016, foreign trade in agri-food products accounted
for 7% of total EU foreign trade. Exports of agri-food products accounted for 7.5% of
EU exports and 6.6% of all imported EU goods [ European Commission, 2017].

The EU’s agri-food trade turnover had recorded an average annual growth rate
of 6.2% between 2010 and 2016. Exports by the EU were higher than imports dur-
ing the entire period, as reflected in the long-term active balance of trade. In 2016,
the EU’s external trade indicators for agri-food products reached their highest value
ever. Total turnover was €243.4 billion, exports reached €131.1 billion, imports reached
€112.2 billion, and an active balance of trade reached €18.9 billion. In the context of
this analysis, it is relevant to raise the question of the impact of the Russian embargo
on EU agri-food exports. Figure 1 suggests that the growth of foreign trade indicators
slowed in 2014, when Russia levied its embargo. EU exports recorded only 1.5% growth
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Fig. 1. Development of Agri-food Trade of the EU With Third Countries, 2010—2016 (€ Million)
Source: Calculated by the authors based on the Eurostat database.

in 2014, which represents a significant slowdown compared to previous years. In this
case, however, the key point is that although there was a certain slowdown in the EU’s
external trade growth indicators in 2014, there was no decline. In 2015 and 2016, when
the embargo became applicable for the whole year (in 2014 the embargo applied only
from August), there was also no decline in foreign trade indicators.

25 7
%1
D 15
< 10]
o 5
0
2010 2011 2012 2013 2014 2015 2016
—1. USA 12,1 13,74 15,11 15,36 16,37 19,4 20,74
— —2.China 3,61 4,92 6,07 7,29 7,44 10,34 11,39
— 3. Switzerland 6,21 6,58 6,71 7,08 7,21 7,67 7,9
----- 4. Japan 4,35 4,7 5,21 5,11 5,32 5,35 5,77
e====5_Russia 9,33 10,58 11,53 11,97 9,13 5,54 5,54
""" 6. Saudi Arabia 2,18 2,65 3,22 3,88 3,58 4,79 4,58
—7. Norway 2,92 3,4 3,83 3,98 4,02 4,09 4,31
———28. Hong Kong 3,17 4.1 4,25 4,66 4,53 4,49 3,71
—9. Canada 2,42 2,55 2,85 3 3,13 3,42 3,45
e ===10. Turkey 2,55 3,2 3,13 2,84 2,85 3,41 3,23

Fig. 2. EU’s Top Agri-food Export Partners, 2010—2016 (€ Billion)

Source: [European Commision, 2017].
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Figure 2 shows the territorial structure of EU agri-food exports. Recent develop-
ments show that the dominant position is held by the United States. In 2016, EU ex-
ports to the U.S. reached €20.74 billion, representing 15.8% of total EU exports. The
second-most important export territory in 2016 was China, reaching €11.39 billion and
share of 8.7%. Among the most important partners are Switzerland, Japan, Russia,
Saudi Arabia and Norway. Belarus is not among the top agri-food trade partners of the
EU in the long term. In 2016, it was the 35th most important export territory of the EU.
Its position has, however, improved recently. In 2016, EU exports to Belarus reached
more than €800 million, which accounted for a 0.5% share of EU agri-food exports.

16 7

14

12

10

w 87

£ 6

4 -

2 -

0

2010 2011 2012 2013 2014 2015 2016
Balance 8,2 9 9,2 9,7 7 3,3 3,5
= Tumover 10,4 12,2 13,8 14,1 11,2 7,7 7,9
—Export 9,3 10,6 11,5 11,9 9,1 55 5,7
e====|mport 1,1 1,6 2,3 2,2 2,1 2,2 2,2

Fig. 3. Development of Agri-food Trade Between the EU and Russia, 2010—2016 (€ Billion)

Source: Calculated by the authors based on data from the EUROSTAT database.

Despite the limits placed by the embargo on EU exports of agri-food products and
commodities, the position of Russia (€5.63 billion, or 4.3%) is still significant. How-
ever, there has been a significant drop compared to previous years. Russia had been
the second-most important market for EU agri-food exports with value of more than
€9.33 billion in 2010. The application of the Russian embargo was reflected in 2014 in
the form of a decline in EU exports. In 2013, the total value of EU agricultural exports
to Russia reached almost €12 billion and imports reached only €2.19 billion. The years
2014, 2015 and 2016 are characterized by a steep decline in the total exports of the EU.
The cause of the decline is obvious — the agri-food embargo applied by Russia on se-
lected products. In 2016, agri-food exports fell by 52.6% from 2013 levels.

In 2013, the share of products banned by the Russian embargo reached 47.8% of
the EU’s total agri-food exports to Russia. During the last three years (2013—2016),
there has been a reduction in EU agri-food exports of more than €5 billion. The reason
that exports of banned products have not fallen to an absolute minimum is because the
embargo contains a number of exceptions — in 2016, exports of banned agri-food prod-
ucts to the EU reached a value exceeding €400 million. In 2016, EU agri-food exports
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accounted for 7.9% of total EU exports to Russia, whereas in 2013 this share was 10%.
The share of agri-food exports in total EU exports to Russia decreased by 2.1%. The
group of products under the embargo accounted for 4.8% of total EU exports to Russia
in 2013, while in 2016 it was only 0.6%.

14 140 mmm Agri-food export from EU to
12 120 Russia
10 100
8 80 Agri-food export of banned
products from EU to Russia
6 60 Export of goods from EU to
4 - 40
=== Russia
2 - 20
0 T T 0

2010 2011 2012 2013 2014 2015 2016

Fig. 4. Comparison of the Development of Total Exports From the EU to Russia
With Total Agri-food Exports From the EU to Russia and Exports of Groups of Goods
Whose Import Has Been Banned by the Russian Embargo (€ Billion)

Source: Calculated by the authors according to data from the EUROSTAT database.

The embargo has also caused problems in Russia. The process of substitution for
imported products is still slow. The main reasons are that the demand for imported
products has fallen in connection with the fall of the income of the Russian population,
and domestic producers cannot replace large volumes of import production in only one
or two years [Kuznetstov et al., 2016]. Another analysis has shown that markets for milk
and beef experienced serious problems. The main reasons for market volatility include
a relatively low share of large enterprises with better adaptability to the conditions of the
embargo and sanctions, and underdeveloped market infrastructure [Borodin, 2016].

In order to mitigate the negative consequences of the Russian embargo, the EU
Commission has applied various supportive measures to its agricultural sectors. EU
producers, however, have also tried to find alternative ways to reach Russia through re-
export operations. One of the most commonly used countries for agri-food re-exports
from the EU to Russia has been Belarus. Against this background, it can be expected
that EU exports of banned products to Belarus have increased significantly in recent
years.

Figure 5 shows that despite the overall decrease in EU exports of goods to Belarus,
exports of agri-food goods increased. Looking at the export development of products
banned by the Russian embargo, the highest increase in exports to Belarus occurred
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between years 2014 and 2015. When the Russian embargo was applied in 2014, EU pro-
ducers tried to find alternative routes to Russian markets. In 2016, the export of banned
products to Belarus decreased as producers had more time to adapt to the new situation
and found new customers. Moreover, political steps were taken to prevent re-export,
so this option became less viable. The recent development of EU agri-food exports to
Belarus, however, clearly confirms the re-export tendencies that have been mentioned
across political and economic spheres.
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Fig. 5. Comparison of the Development of Total Exports From the EU to Belarus
With Total Agri-food Exports From the EU to Belarus and Exports of Groups of Goods
Whose Import Has Been Banned by the Russian Embargo (€ Billion)

Source: Calculated by the authors based on data from the EUROSTAT database.

The Impact of the Russian Agri-food Embargo Based
on the Indicator of Revealed Comparative Advantage

As mentioned in the section on methodology, this research considered the 10 most
important agri-food commodities exported from the EU to Russia in 2010 which have
been banned by the embargo since 2014. The referential year is 2010 as trade in this year
was not influenced by any sanction regime.

The biggest share of EU agri-food exports was group 0406 (cheese and cream)
with 8.09% and group 0203 (meat of swine, fresh, chilled or frozen) with a 6.54% share.
A significant share was also recorded by groups 0808 (apples, pears and quinces) at
4.46% and 0209 (pig fat) with 2.13%. Table 1 points to the recent downward trend of
shares of exports in all of the selected product groups. Within these groups, EU exports
fell to minimum — mainly due to the Russian embargo on their imports. As the em-
bargo contains some exceptions, EU exports of certain products have not fallen to zero.
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It is also important to take into account the deteriorating purchasing power of Russian
consumers; otherwise, EU exports of these agri-food products may have been higher.
As a consequence of the embargo, the Russian government aimed its activity at regula-
tion and the support of its agricultural sector [Maitah et al., 2016].
Imposed sanctions have not only affecte agri-food trade between the EU and Rus-
sia but have also had a negative effect on the revealed comparative advantages of EU
exports. The RCA is calculated in order to assess the impact of the Russian embargo
on the strength of the revealed comparative advantages of the top 10 agri-food product
groups listed in Table 1.

Table 1. Share of Top 10 Agri-food Harmonized System Groups Affected by the Embargo on the
EU’s Exports to Russia, 2010—2016 (in %)

HS 2010, % | 2011, % | 2012, % | 2013, % | 2014, % | 2015, % | 2016, %
0203 | Meat of swine, fresh, chilled or frozen 6.54 7.32 6.72 8.01 0.49 0.00 0.00
0206 | Edible offal of bovine animal etc. 1.74 1.90 1.80 1.39 0.76 0.13 0.16
0207 Meat and edible offal, of the poultry of

heading 0105, fresh, chilled or frozen 2.08 0.61 0.75 0.65 0.50 0.00 0.00

Pig fat, free of lean meat, and poultry
0209 f

at etc. 2.13 2.65 2.74 2.21 0.27 0.05 0.00
0303 Fish, frozen, excluding fish fillets and

etc. 1.49 1.06 0.81 0.76 0.71 0.15 0.31
0402 | Milk and cream 1.48 0.47 0.29 0.68 0.38 0.00 0.01
0406 | Cheese and curd 8.09 7.42 7.89 8.21 5.84 0.38 0.04
0709 | Other vegetables, fresh or chilled 1.57 1.39 1.79 1.67 1.36 0.06 0.05
0808 | Apples, pears and quinces, fresh 4.46 4.29 4.58 4.37 3.58 0.54 0.07
0809 Apricots, cherries, peaches (including

nectarines), plums and sloes, fresh 2.08 2.27 2.38 2.08 1.97 0.08 0.06

Source: Calculated by the authors.

Table 2. RCA Value of the EU Agri-food Exports to Russia by Groups Most Affected by Sanctions,

2010—-2016
HS 2010 2011 2012 2013 2014 2015 2016
0203 | Meat of swine, fresh, chilled or frozen | 6.42 5.90 7.68 5.98 3.13 — 0.70
0206 | Edible offal of bovine animal etc. 5.87 4.61 5.36 5.66 4.37 4.95 4.27
0207 | Meat and edible offal, of the poultry - 13.62 3.88 7.90 3.12 —1.95 -3.49
of heading 0105, fresh, chilled or
frozen
0209 | Pig fat, free of lean meat, and poultry 5.25 6.25 6.52 5.69 2.61 2.98 1.86
fat etc.
0303 | Fish, frozen, excluding fish fillets —1.54 —1.69 —1.58 | —1.73 -2.07 -3.94 -3.33
and etc.
0402 | Milk and cream 5.32 4.93 7.57 5.35 3.02 -2.13 0.47
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HS 2010 2011 2012 2013 2014 2015 2016
0406 | Cheese and curd 6.72 7.92 8.47 4.56 4.66 2.24 1.51
0709 | Other vegetables, fresh or chilled 1.22 0.46 1.11 0.36 0.81 —3.24 -3.31
0808 | Apples, pears and quinces, fresh 6.61 6.44 6.81 6.88 5.89 3.02 293

Apricots, cherries, peaches (including | 5.59 4.78 5.11 5.01 3.84 - 5.46
nectarines), plums and sloes, fresh

Source: Calculated by the authors.

The results show that the EU had strong comparative advantages in almost all
verifying groups of commodities except group 0303 (fish, frozen, excluding fish fillets)
and group 0709 (other vegetables, fresh or chilled). After the imposition of the em-
bargo, the situation has rapidly changed. All analyzed commodity groups of the EU’s
agri-food exports to Russia have declined. Russia has moderate comparative advantage
in three product groups (0207 —meat and edible offal, 0303 — fish, frozen, excluding
fish fillets, and 0709 — other vegetables, fresh or chilled). At present, the EU has strong
comparative advantages only in groups 0206 (edible offal of bovine animal) and 0809
(apricots cherries, peaches, plums and sloes). However, it has to be mentioned that
exports in group 0206 (edible offal of bovine animal) fell from €162 million in 2010 to
€8.5 million in 2016.

Perspectives on the Future Development
of EU Agri-food Exports to Russia

Previous analyses have clearly highlighted the fact that the Russian embargo has caused
a significant drop in EU agri-food exports to Russia. The key question is how long the
embargo will be in force. It is probable that as long as the conflict in Ukraine remains
unresolved, both the EU sanctions and the Russian agri-food embargo will remain in
force. Based on the trend of past EU agri-food exports to Russia, using a linear model,
it is possible to predict EU export trends in the upcoming years.

Calculations point to the fact that while the sanctions are kept in place there will
be a continuous decline in agri-food exports to Russia. Given that sanctions have the
effect of trade diversion, it is reasonable to expect a gradual decline in trade of those ag-
ri-food products not covered by sanctions. EU exports may drop to €4 billion by 2019.
And in the long run they might decline further. If the EU-Russia sanctions are lifted in
the future, a regrowth of EU exports can be expected. However, the return to the export
values for 2010—2013 will be difficult, as it will be difficult for the products that have
lost their market share as a result of sanctions to win it back. In the meantime, the Rus-
sian government has decided to support domestic agricultural production and, to some
extent, it has been successful in its efforts. This will pose a problem for EU production.
Moreover, EU producers have made considerable effort to push their production into
alternative markets, which might reflect a decreasing interest in exporting to Russia.
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Source: Calculated by the authors based on data in the EUROSTAT database.

Conclusions

Based on analysis of the impact of the Russian agri-food embargo on EU agri-food
exports to Russia from 2010 to 2016, and noting that Belarus acts as a re-exporting
country, the following estimation of future EU agri-food exports to Russia are offered
along with final conclusions.

Russia is among the most important export markets for the EU, but its ranking is
decreasing. In 2010, Russia was the fourth-most important market for the total export
of goods from the EU, and for agricultural exports it was the second-most important
market. Looking at the development of EU agri-food exports to Russia, volume has
decreased since 2014. The main reason was the imposition of the Russian embargo on
agri-food imports from the EU. At the same time, EU exports of agri-food products
to Belarus have increased significantly as a consequence of the re-export operations of
EU producers — in the two years after the embargo, the export of banned products to
Belarus increased significantly.

This analysis shows that the EU had strong comparative advantages in almost all of
the verifying groups of commodities except for group 0303 (fish, frozen, excluding fish
fillets) and group 0709 (other vegetables, fresh or chilled). The embargo has changed
this drastically. The comparative advantages have declined for all selected groups of
products, whereas Russia gained moderate comparative advantage in three groups of
products (0207 — meat and edible offal, 0303 — fish, frozen, excluding fish fillets and
etc., and 0709 — other vegetables, fresh or chilled) in 2016. The EU had strong com-
parative advantages only in groups 0206 (edible offal of bovine animal) and 0809 (apri-
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cots cherries, peaches, plums and sloes) in 2016. On the other hand, Russian producers
now have a chance to increase their production for domestic markets. The production
of some agri-food products affected by the embargo has increased notably. Production
of swine (frozen) is two times larger and the production of fresh and chilled poultry rose
by 70%. Calculations point to the fact that while sanctions remain in place there will be
a continuous decline in agri-food exports to Russia. The longer the imposed sanctions
are in force, the harder it will be for EU producers to come back to the Russian market
and regain their previous market share.

Despite the difficult situation, Russia remains among the most important trading
partners for the EU. Over the coming decades, the EU will depend on imports of Rus-
sian energy commodities. To ensure the energy security of the EU and to avoid losing
access to such a significant agricultural market, the EU has to consider how to solve
disparities with Russia. The future development of the EU’s geopolitical strategy to-
ward Russia will determine if mutual relations will improve and return to their pre-2010
terms or if instead they will stagnate. If there is no resolution of the current problems
between the EU and Russia it will only help competitors from other countries, espe-
cially from Asia.

The paper was prepared within the project of the Ministry of Education, Fam-
ily and Sports of the Slovak Republic VEGA 1/0546/17 — Impact of the geopolitical
changes on enforcement of the EU strategic foreign trade interests (with implications
for the Slovak economy).
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Poccuiickoe ambapeo HecamugHo noGAUSNO HA IKCHOPM A2PONPO0080OAbCMEeHHOU npodykyuu u3 Eeponelickoeo coroza
(EC) 6 Poccuto. Llenvro dannoil pabomui 164510mcsi GHAAU3 8030eUCMBUSL POCCUICK020 A2PONPO0080AbCMBEHH020 IMOAp20
Ha sKcnopm azponpodosonrvcmeernoil npodykuuu uz EC 6 Poccuro 6 2010—2016 ee. u uzyuenue 603moxnchocmu 00xo0a
danHoeo ambapeo uepes ucnoavsosanue beaopyccuu 6 kawecmee cmpanwi-peskcnopmepa. s oyeHKU 6AUSHUS POCCUIL -
CKUX CAHKUYUI 8 OMHOWEHUU NOCMABOK ceabckoxo3sicmeennoli npodykyuu uz EC ¢ Poccuto ucnoavsogancs unoexc gul-
SABACHHBIX CPABHUMENbHBIX npeumyuecms. Kitoveswvim nocredcmeuem gederust smbapeo cmano 3Ha4umenbHoe CHuMNCeHue
2KCnOpma azponpooogoascmeentoeo sxkcnopma uz EC ¢ Poccuro. Eeponelickue npousgodumenu 6 omeem nocmapanicy
pacuupums 0ugepcUPUKAyUIo PulHK0G cObima ceoell npodykyuu. Buauane onu noimanucey yoepicamocs Ha poccuilckom
PbIHKE NOCPeOCmeom PeIKCNOPMHbIX Onepayuil, 4mo Haubonee oueguoHo nposasuaocs é cayuae ¢ beaopyccueii. Pacuem
UHOEKCA BbIABACHHBIX CDAGHUMENbHBIX NPEUMYUEC8 NOKA3bIGAem, MO 63AUMHAs MOPe0BAs A2PONPO008ONbCIMEEHHOU
npodykuyueil cyujecmeeHHo usmenuaacs. o esedenus smbapeo nocmagku azponpodogosscmeertoll npodykuuu uz EC 6
Poccuto 6biau KOHKYpeHmMochocoOHbiMuU, 00HaKo énocaedcmeuu smu npeumyuecmea oviau ympauenst. B 2010 e. Poccus
ObLIG BMOPLIM NO 3HAYUMOCMU DbIHKOM cObima azponpodogosscmeerHoll npodykyuu uz EC. B 2016 e. é pesyrbmame
6sedenus smbapeo Poccus 3ansna auws nssmoe mecmo cpedu umnopmepos OaHHbIX Moeapos. AGmMopvL cmanmboiu, UCHOAb3YSL
AUHEUHYI0 MOOenb NPOCHO3UPOBANUS, MAKICe OUEHUBAIOM NePCNeKMUBbL Pa38UMUs MOP206AU A2POnPO008OALCIMBEHHO
npodykyueit mexcdy EC u Poccuell.
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