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Editor's Word

Journal “Asian Issues”, the ninth issue is in front of you, is the product of the shared
aspiration and eagerness of researchers gathered in the Institute for Asian Studies,
whose aim is to get Asia — that is more and more important and strong globally —
closer to our academic and general public. Asian Issues is also open towards the
international public as a connection between our work and similar research in Asia
and globally.

The editorial board’s program orientation is based on studying Asia, which could
lead to a better understanding of many of its models of political and economic
organisation, different cultures, ethnic, religious and other identities of its peoples,
as well as numerous mechanisms that connect Asian states and societies through
different frameworks of cooperation — in trade, environmental protection, culture,
political and others, including security. The economic rise of some of the biggest
Asian states, their ever more intense mutual cooperation, by the strength of their
separate and combined size, but also by their cultural and political influence -



change regional and global institutions, processes, relations and manners, and by
doing that, they influence our lives.

Our view on Asia is view “within” as we try to study, understand, accept and present
Asia to the interested parties by measuring its achievements, reality and potential
by Asian merits, with having a starting point in Asian culture, tradition, interests and
need of the region’s communities, as we believe that is the proper way to
understand this, by many parameters, the most dynamic world region.

This 2023 issue is dedicated to the BRICS (Brazil, Russia, India, PR China and South
Africa) and its “BRICS plus” strategy as one of the most prominent phenomena of
the year and even the middle-term period, with strategic global implications. Special
gratitude is dedicated to Professor Badar Alam Igbal, IAS Honorary and
Distinguished Non-resident Fellow, who, in the capacity of the guest co-editor,
enormously helped us to collect this issue’s papers.

The “BRICS plus” strategy could give needed political support, the economic
framework and mechanisms for South-South cooperation, and a geopolitical shift
towards a multipolar global order. The enlarged BRICS (starting from the first day of
2024) represents a forceful and united group of developing nations that can more
effectively represent and realise the interests of the Global South on global agendas.

Even before the enlargement of the BRICS, it represented over 40 per cent of the
world’s population, having a combined population of 3.24 billion. It has also
consisted of the five most prominent emerging economies.

At the 15th BRICS summit in Johannesburg, South Africa, over 40 countries
expressed interest in joining BRICS, and 23 formally applied to join. The expansion
they chose to make has geo-economic, geostrategic and geopolitical logic and effect.
Argentina, Egypt, Ethiopia, Iran, Saudi Arabia, and the United Arab Emirates were
invited to join as full members starting January 1 2024. Beyond that, several
strategic shifts were proved. One was the creation of more opportunities to trade
with each other using national currencies and avoiding using USS. When selecting
new members, the original BRICS members wanted the bloc to be more potent on
energy security terms. The new member’s choice proved BRICS’s intention to
provide energy security for the block and become an important player in that field,
able to avoid sanctions and other volatilities of the global market. By financially and
politically empowering the New Development Bank (“BRICS bank”), the grouping
proved its mission as an additional and substantial financier of the Global South. The
enlarged BRICS will have even more potential to require global governance
institutions and framework reforms towards their transformation into the ones that
serve the interests of the huge majority and the whole Global South. In that sense,
empowered by new members and a long list of potential ones, BRICS sends a crucial
message to the Global North and its institutions.



Editor in Chief

Dragana Mitrovi¢



Peu ypegHuka

Yaconuc ,Asmnjcke cBecke”, umja je aeBeTa CBecka npen Bama, pe3yaTtaTt je
3aje4HNYKNX XTEHbA U €HTY3Mja3Ma UCTPAXKMBaAYa OKYM/beHNX Y MIHCTUTYTY 3a a3njcke
cTyaumje, umju je UMb ga pervoH Asmje, CBe BaXKHWUjM U CHaAXKHMUjU Y rnobanHUM
pasmepama, NPUBANNKN HaLLOj aKaAeMCKOj U LUMPO] jaBHOCTU. Yaconuc je OKpeHyT u
Ka MehyHapoAHOj jaBHOCTM Kao CNOHA HaLLMX UCTPAXKMBaka U OHUX U3 UcTe 0bnacTm
UCTparkneama y A3uju 1 LULMPOM CBeTa.

Mporpamcko onpeaesberbe YpeAHULWTBA TEMESBU Ce Ha M3yYaBatby A3uje ca Ln/bem
6osber pasymeBarba 60ratcTea eHMX 06/1MKa NOUTUYKOT M EKOHOMCKOT ypehetba,
Pa3INUNTUX KYNTYPHMX, ETHUYKUX, BEPCKUX MAEHTUTETA HAapOoAa KojUu je HacesbaBajy,
Kao M BpojHMX mexaHM3ama Kojuma cy gpxase v apywTsa Asuje mehycobHo
noBe3aHW y pasHoBpcHe o0bauKe capaftbe - of TPrOBUMHCKE, EKO/IOLWKE, KYATYpHE,
NoOSINTUYKE M BPOjHUX Apyrux, cBe Ao be3benoHOCHe. EKOHOMCKM YCMOH HEKUX 04,
HajBehunx asunjCKMX ApiKaBa, HUXOBA CBE WMHTEH3MBHWjA Capafrba, CHAarom CBoje
nojeguHayYHe U yAPYKEHEe Be/IMUYMHE, ann U KYATYPHOr M MOAUTUYKOr YTULaja,
MeHbajy PerMoHasHe, ann u rnobasHe UHCTUTYUMje, NpoLece, OAHOCE U HauMHE U
TUMeE YTMYY U Ha KMBOTE CBAKOT 04, Hac.

Haw nornen Ha A3wnjy je nornen ,M3HyTpa”, jep HacTojumo Aa Asujy npoydvaBamo,
pasymemo, NpUXBaTMMO W MNPeacTaBMMO 3auMHTepecoBaHMMA Mepehu HeHa
[ocTurHyha, HbeHy CTBApPHOCT M MOTeHLUMjane asujcKum mepunanma, nonasehu o
TaMoOLLHbE KYNTYype, Tpaauumje, uHTepeca u notpeba NoKanHUX 3ajeaHunua sepyjyhu
03 je TO Hajbo/bM HauMH 3a pasymeBarbe OBOrM, MO MHOMMM MapameTpuma,
HajaAMHAMUYHW]jer CBETCKOT PernmoHa.

N3parbe Asmjckmx ceesaka 3a 2023. roguHy nocseheHo je BPUKC rpynauymiju
(Bpasun, Pycuja, UHauja, JyxkHa Adpuka) un ctpaternju "6PUKC nayc”, kao jeaHom
0/, Haj3Ha4YajHUjux GeHoMeHa OBe roAnHe 1 Yy CPefHhOPOYHOM NEPUOAY, U Koja Mma
rnobanuHu ytnuaj. Ctpaternja npowmperba 6PUKC-a nma moryhHoctn aa obesbeau
NoTpebHy NOMUTUYKY NOAPLUKY M EKOHOMCKM OKBUP M MeXaHU3Me 3a capagtby Jyr-
Jyr 1 reononnTMYKy NpPomMeHy Ka BuwenosnapHom ceeTy. YeehaHu BPUKC (opg,
1.1.2024) je cHa)KHa U yjeaurbeHa rpyna 3emasba y pa3Bojy, Koja je cnocobHa aa
epunKacHO NpeacTaBs/ba M OCTBapyje UHTepece MnobanHor Jyra Ha CBETCKOj CLLEH M.

BPUKC je wn npe npowwupera npeacras/bao npeko 40 npoueHaTa CBETCKOT
CTaHOBHMWTBA, byayhn Aa cy tberose 4YnaHuue 36uMpHO Mmane 3,2 munnjapae
CTaHOBHMKa. [oaaTtHoO, kera cy YnHene net sogehux pactyhmux ekoHomuja.

Ha 15. camuty BPUKC-a, oap:kaHom y JoxaHecbypry, y Jy»kHoj Abpunum, Buwwe oa 40
3eMa’sba je MCKasasio MHTepec Aa ce Npuapyxe, a tbux 23 cy ce n dopmasnHo
npujasune 3a ynaHcteo. M3bop HOBUX YNaHMUA je oApaxKaBao reo-eKOHOMCKO,
reocTpaTelwko W reonosIMTUYKO PEe30HOBake, aau M TaKaB yTULAj: ApPreHTuHa,
Ermnat, ETnonuja, MpaH n Cayaujcka Apabuja cy no3BaHuM Aa NocTaHy NyHoMNpasHe
ynaHuue og 1. jaHyapa 2024. MNopepn oBora, Ha camuTy je NOTBPHEHO HEKONMKO
CTpaTEeWKUX Momaka. JegaH ce Tuye cTBaparba HoBMX MoryhHocTM ga 3emsbe
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YnaHuLe M oHe Koje capahyjy ca BPUKC-om mehycobHO Tpryjy y HauuMoHa HUM
BaslyTaMa u3berasajyhu ynotpeby amepuukor gonapa. M36op HOBUX YnaHULaA je
MoKasao Aa cy neT 3emasba ocHMBa4va EPUKC-a kenene fa ocHaxe 610K y AOMEHY
eHepreTcKke 6e36e4HOCTM 1 y4MHE ra BUTHUM aKTepPOM 1y 0BOj 061aCTK, CNOCOBHUM
03 n3berHe eBeHTyasiHe CcaHKuuje u gpyre nopemehaje Ha rnobasHOM TPXKULITY.
duHaHCKjcKM M noanTudKkK jadajyhn Hosy passojHy 6aHky ("BPUKC 6aHKky”),
rpynaumja je noTBpAnaa CBojy y10ry U MUCKUjy Kao AOAATHOT U BaxKHOT dMHaHcuKjepa
lnobanHor Jyra.

MpowunpeHn BPUKC wumahe jow Buwe moryhHOCTM pga 3axTeBa pedopme
MHCTUTYUMja M OKBMpPA rnobasHor ynpas/bakba Ka kUXoBOj Npeobpasbu y oHe Koje
CNyXKe MHTepecMma BennKe BehnHe YoBeyaHcTBa M uenor FnobanHor Jyra. Y tom
CMMUCAY, OCHaXeHe 3a HOBe YNaHuLe U ayry INCTY OHUX 3eMasba Koje YeKajy Aa To
noctaHy, BPUKC wasbe cylITUHCKU BaxkHY nopyky nobanHom CeBepy U Herosmum
WMHCTUTYLUMjama.

FnaBHU ypeaHUK
Mpod. ap AparaHa MuTposuh



Asian Issues,

uDC No. 1/2023, Vol.9
Original scientific paper pp. 9-23

Irina Yarygina*!

Larisa Chuvakhina**
Denis Vysokov***

Microfinance as a Driver of the
BRICS Economy****

Abstract

The object of the study is microfinance as a mechanism of BRICS economic
development. The subject of the study is the peculiarities of the practical
implementation of microfinance mechanisms in developing countries. The
paper aims to reveal the peculiarities of microfinance in the turbulent world
economy and propose measures to optimise the activities of BRICS economic
entities in developing countries.

The article examines microfinance mechanisms and reveals features of Asian,
African and Latin American microfinance models. The study identifies
microfinance institutions (MFls) of retail and entrepreneurial nature. It was
found that retail MFIs are focused on mass financing, and to maintain
economic efficiency, they have to build into their business model a particular
share of non-performing loans, while MFIs lending to individual
entrepreneurs have to be more careful in analysing clients to achieve a
positive business result.

A higher proportion of women among MFI staff has been found to reduce loan
disbursement costs and overdue loans slightly, but at the same time,
profitability is reduced. A multiple linear regression model and a multiple
robust regression model are used for the study. Factors contributing to the
effective operations of microfinance institutions are investigated. It is
concluded that there is a need to expand the activities of microfinance
institutions, taking into account their contribution to the BRICS economic
development, using the experience of MFls of developing countries. The paper
proposes measures for microfinance development in modern Russia.

Keywords: microfinance; microloans; entrepreneurship; BRICS; retail
business; developing countries.
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1. Introduction

In today’s turbulent global economy, studying microfinance’s impact on
developing countries’ economies has attracted researchers’ attention. It has
been shown that

* Professor. National Committee on BRICS Research
**Dr. of Economic Sciences.

*** Bank of Russia.

****Received: August 2023; Accepted: December 2023

access to finance for people and the interaction between microfinance
institutions and households contributes to the development of national
economies by reducing unemployment, creating jobs, and creating areas of
activity. Representatives of major academic schools have studied the role of
financial inclusion in addressing poverty and economic growth. For example,
the Consultative Group to Assist the Poor (CGAP) regularly measures the
impact of financial inclusion on improving countries’ socio-economic
situation. CGAP reports* have found a correlation between the development
of the financial sector of the economy, the reduction of inequality, and the
expansion of bank branch networks, including in rural areas. The impact of
microfinance on inclusive growth rates in India, China, the Gulf region, Asia-
Pacific and African countries has also been noted.

In India, for example, different aspects of financial inclusion (depth of
banking network penetration, supply of banking products and services)
contributed to economic growth between

1980 and 2014, and microfinance was found to have positive effects in the
short and long run. Organisation of Islamic Cooperation countries also
recorded economic growth between 1990 and 2013 based on the use of
microfinance instruments. In Kenya, for example, remittance services
through microfinance programmes contributed to a 10% increase in per
capita income between 2007 and 2013.

Experts generally regard Microfinance as one of the drivers of the economy.
In this regard, it is helpful to elaborate on the factors contributing to the
effective use of microfinance for social and economic purposes.

1 Sai Krishna K., Mattern M., Hernandez E. Assets Matter to Poor People: But What Do We Know about Financing Assets? CGAP
working paper. CGAP, Washington, D.C.2020.
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2. Microfinance Mechanisms in Developing Countries

Analysis of small business activities in the PRC has shown that since 1993,
microfinance has been used for poverty alleviation and is considered and
monitored as part of the government’s financing program. Special attention
is given to supporting less developed and remote areas. The country has a
policy of encouraging the activities of agricultural credit cooperatives. With
the support of local governments, microcredit in China has evolved into a
multi-level and pluralistic market model, with commercial banks and rural
credit cooperatives as the most common form of microfinance institutions.
Loans are provided mainly to small businesses, micro-enterprises, individual
enterprises and farmers. By the end of 2018, the total portfolio of
microfinance institutions in the PRC was 13.39 trillion RMB with an annual
growth rate of 13.8%).2

2 Zining Z. The Development of Microcredit in China under the Microfinance. American Journal of Industrial and Business
Management. 2018; 06(09), 1486-1491 p.
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In Africa, legislation supports microfinance, encouraging foreign capital to be
attracted to micro businesses with an average loan size of 150 US dollars. The
financing period is one month. The gross loan portfolio of microfinance
institutions in Africa grew from 600 million U.S. dollars to 9.4 billion U.S.
dollars between 2000 and 2017, and the number of active borrowers
increased from 3 million to 7 million3. In Benin, Rwanda, Senegal, and
Tanzania, microfinance is an important source of borrowing for the poor,
who are mostly engaged in the informal economy. In Benin, where a third of
the population lives on less than 1.25 dollars per day, a National Microfinance
Fund has been established to provide microloan programs to people in poor
rural areas and to promote agricultural entrepreneurship because more than
60% of microfinance borrowers in Africa are from rural areas. According to
the U.N. in Rwanda, the growth of the microfinance sector has outpaced that
of the formal banking sector of the economy.*

To examine the relationship between microfinance and economic
development, a team of researchers at the University of Rennes, France,
conducted a comprehensive data analysis on microfinance institutions in 52
developing countries in 2016. The study found a causal relationship between
microfinance and reduced income inequality in 14 out of 16 South American
countries (Colombia, Brazil, Bolivia, Costa Rica, Dominican Republic, El
Salvador, Ecuador, Guatemala, Panama, Mexico, Nicaragua, Paraguay and
Argentina Peru). Conversely, in Eastern Europe and Central Asia, seven out
of 11 countries have an average microfinance loan amount higher than the
sample average (Armenia, Georgia, Kazakhstan, Kyrgyz Republic, Romania,
Tajikistan, Russia).

In countries where access to microcredit is limited and the average loan
amount is lower than in Eastern Europe and Central Asia, poverty levels
remain high (Argentina). The study found that loan size is an important
criterion for the success of microfinance in alleviating poverty: the larger the
loan size, the greater the support for businesses using microfinance as a
source of financial resources. In Africa, the size of loans disbursed is small

3 Khamar M. n ap. Global Outreach & Financial Performance Benchmark Report 2017-2018. The MIX, Washington, D.C.: 2018. 40
p. URL: https://staticl.squarespace.com/static _2017-2018.pdf

4Bangoura L., et al. Impact of Microfinance on Poverty and Inequality A Heterogeneous Panel Causality Analysis. Revue
d’économie politique. 2016;5(126):789-818.
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and considered insufficient for reproductive activities, as funds are mainly
used for consumption?®.

In turn, the evidence shows that 66% of micro-loans in Africa are currently
for reproductive purposes® [6]. On this basis, it can be concluded that the size
of loans should be correlated with the average macroeconomic indicators for
the region (disposable income, wages, etc.), concerning which its relevance
is determined. In addition, a review of the material showed that loans can be
made to informal businesses but are counted as consumer loans made to
owners. Micro-loans are also granted in small tranches but on an ongoing
basis when financing a gap in working capital balances.

Although there are common features, microfinance in developing countries
has regional characteristics. The most significant divergence from the
conventional model is found in Latin America, where the commercialisation
of microfinance institutions (MFIs), formerly NPOs, and the integration of
banks into microfinance, the enlargement of MFIs and their transformation
into banks, is increasing. The identified trend not only confirms the departure
of MFIs from the original model of microfinance in Latin America (Mission
drift)” and the acceleration of commercialisation but indicates a qualitative
transformation of microfinance in contemporary banking activities, modified
to local characteristics, including attempts to optimise the areas of work with
clients, increasing outreach, expanding the client base of low-income. It is
important to note that MFI clients are participants in the financial
relationships that provide access to financial services to the population in
interaction with banks. In other parts of the world, MFIs provide services to
consumers through branches or extensive small branch networks, which are
broadly similar to commercial banks (Figure 1).

5 Hage C., Alvaro G. Microfinance in Latin America - The process of Downscaling and Upgrading. 2016. 26 p. URL:
https://www.researchgate.net/publication/303314227_

6 Christen P., Tamara R. Commercialization and mission drift the transformation of microfinance in Latin America. CGAP Occasional
paper no. 5(33462). World Bank Group Washington, D.C.: 2001. 24 p.
URL:https://documents.worldbank.org/en/publication/documents

7 Abrar A., Javaid A.Y. Commercialization and Mission Drift: A Cross Country Evidence on Transformation of Microfinance Industry.
International Journal of Trade, Economics and Finance, 2014; 1(5):122-125.
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Figure 1. MFO operations based on branches and branch network

Source: Diriker D. Microfinance in Europe: Survey Report 2016-2017. European Microfinance
Network: 2020. 68 p. URL: https://www.european-
microfinance.org/sites/default/files/document/
file/Microfinance%20in%20Europe%20Survey%20Report%2020_final.pdf.

It is also important to note that in South America, MFls own a significant
number of ATMs, which confirms the delegation of certain microfinance
institutions” powers to banks (Figure 2).

3,0
H South America; 2,4

2,5 |

2,0

1,5

1,0

0,5
B Africa; 0,1 H Asia; 0,1 = M t; 0,2
0,0 — — W

Figure 2: Number of MFI ATMs per million USD of disbursed micro-loans.

Source: Compiled by the authors based on data from Diriker D. Microfinance in Europe: Survey
Report 2019-2020. 68 p. URL: https.//www.european-microfinance.org2020_final.pdf . This
peculiarity of Latin American MFlIs is also reflected in the size of loans
disbursed (Figure 3).
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Figure 3: Average microloan size (in USD)

Source: Diriker D. Microfinance in Europe: Survey Report 2019-2020. European Microfinance
Network: 2020. 68 p. URL: https://www.european-
microfinance.org/sites/default/files/document2020_final.pdyf.

South America is far ahead of other regions in terms of disbursements, which
also indicates a shift in microfinance in this region towards traditional bank
lending, which has a positive impact on the national economy by contributing
to increased financing of business activities. At the same time, the region has
a lesser focus on reproductive microcredit than other regions, with the
exception of Africa, and the financing of new institutions has fallen almost
entirely outside the scope of MFIs, confirming the trend towards
consolidation of activities and their financing through small business lending
programmes (Figure 4).

35%

30% Asia

25%

20%

Share of new companies among
funded businesses

Middle East
15%
10% Africa
5%
0% South America
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Share of micro-loans to businesses

Figure 4: Share of microloans disbursed to businesses and share of new
companies among funded businesses

Source: Compiled by the authors based on data from Diriker D. Microfinance in Europe:
Survey Report 2019-2020. European Microfinance Network: 2020. 68 p. URL:
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https://www.europeanmicrofinance.org/sites/default/files/document/file/Microfinance%2
0in%_

It seems appropriate to note the lesser interest of South American MFls in
consumers below the poverty line, the lowest among the considered regions
(Figure 5).

50%

45% Middle East; 43%

40% Africa; 36% .
Asia; 34%

35%
30%
25%
20%
15%
10%

5%

0%

South America; 28%

Source: Diriker D. Microfinance in Europe: Review report 2019-2020. European Microfinance
Network: 2020, 68p.

Figure 5. Share of MFI borrowers below the poverty line

Of all developing countries, microfinance is most focused on supporting
entrepreneurship in Asia (except for the Middle East due to religious bans on
consumer lending). In the Asian region, most lending is to newly established
businesses. According to practitioners, under this model, microfinance has
the potential to have the most significant direct impact on the development
of borrowers’ activities by stimulating the formation of new businesses.
Meanwhile, consumer microfinance in Asia has a significant share of
education and treatment that is not directly related to consumption.
Generally, it contributes to improving the lives of people experiencing
poverty, which is one indirect way microfinance affects economic
development (Figure 6).
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Figure 6. Consumer microcredit structure (percentage)

Source: Diriker D. Microfinance in Europe: Survey Report 2019-2020. European
Microfinance Network: 2020. 68 p. URL: https://www.european-
microfinance.org/sites/default/files/document/file/Microfinance%20in%20Europe%20Surv
ey%20Report%

The analysis shows that Africa ranks between South America and Asia in
terms of the number of new enterprises in the portfolio of reproductive
micro-loans. However, African MFIs are in the same position as Latin
American institutions in terms of the share of reproductive microfinance.

Microfinance in Africa has a unique feature: almost all MFI operations are
conducted through agent networks due to the underdeveloped banking
system and financial and payment infrastructure (Figure 7).

100% Africa; 93%
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20%
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Middle East; 0%
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Figure 7. The proportion of transactions between MFOs and their clients
carried out through agents (percentage)
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Source: Diriker D. Microfinance in Europe: Survey Report 2019-2020. European
Microfinance Network: 2020. 68 p. URL: https://www.european-
microfinance.org/sites/default/files/document/file/Microfinance2020_final.pdf.

In Africa, agent networks of MFIs are the key sources of cash microloan
disbursement and payment acceptance in repayment of loans disbursed. It is
prudent to note that as the payment infrastructure develops, the role of MFI
agents will diminish. Another feature of the African model is the savings
orientation due to the popularity of savings and loan associations or mutual
savings banks (Figure 8).

140% .
Africa; 123% Middle East; 125%

120%

100%

80% South America; 77%
(]

60% Asia; 51%
40%
20%
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Figure 8. Deposits with MFOs to the volume of loans issued, %

Source: compiled by the authors based on data Diriker D. Microfinance in Europe: Survey
Report 2019-2020. European Microfinance  Network: 2020. 68 p. URL:
https://www.european-
microfinance.org/sites/default/files/document/file/Microfinance%20in%20Europe%20Surv
ey%20 Report%_final.pdf.

A relatively high proportion of MFI borrowers in Africa are below the poverty
line (36%.) Meanwhile, Africa is second only to South America regarding
average consumer loan size. In Africa, trends similar to the Latin American
model are less evident (lower share of business loans compared to other
regions and relatively larger loan size). The expansion of this microfinance
model points to a trend towards transforming microfinance into banking.
However, this trend is currently constrained by high poverty levels and
underdeveloped financial infrastructure that hinder the deployment of large-
scale retail banking networks. As such challenges are addressed, MFls in
Africa are likely to begin to refocus on more affluent clients.

Overall, microfinance in Africa represents an intermediate step between the
Asian and Latin American models and provides a measure of the evolutionary
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process: improving the financial condition of people and developing financial
infrastructure, including by making microfinance more financially inclusive.
Evidence shows that the interests of MFIs in Africa are shifting towards an
increasing number of solvent clients of all forms of ownership.

As microfinance is reoriented towards the mass segment, the gender and
geographic composition of MFI borrowers is changing: the proportion of men
and urban dwellers is increasing. The shift of MFIs from rural to urban areas
is twice as rapid as the decline in the share of women among borrowers (a
common feature of all microfinance models) (Figure 9).

2

1,8 Asia
1,6
14
1,2
1
0,8
0,6
0,4
0,2
0

0 0,2 0,4 0,6 0,8 1 1,2 1,4

Middle East

Rural to urban ratio

Africa
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Ratio of male to female

Figure 9. The ratio of men and women, rural and urban residents among MFO
clients

Source: compiled by the authors based on data Diriker D. Microfinance in Europe: Survey
Report 2018-2020. European Microfinance Network: 2018. 68 p. URL:
https://www.european-
microfinance.org/sites/default/files/document/file/Microfinance20207_final.pdf .

Thus, microfinance in developing countries can be divided into distinct
regional models: Asian, African and Latin American. All regions have in
common that microfinance targets populations and institutions that have
difficulty accessing financial resources. At the same time, most lending is to
businesses. At the same time, each region has its own peculiarities. In Africa
and the Middle East, for example, savings services play a significant role in
MFI services in addition to micro-loans, and due to the less developed
financial infrastructure in Africa, microfinance is, in practice, agent-driven. In
Latin America, microfinance has similarities to retail banks. Microfinance
services are provided through multiple branch networks, and customer
service is provided mainly through ATMs. Compared to Asia and Africa,
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borrowers below the poverty line and those living in rural areas account for
a smaller share of microloans.

In Asia, microfinance focuses on women and rural residents, and micro-loans
are used to a greater extent than in other regions to start new businesses.
Consumer loans are also provided for socially important purposes: medicine
and education. The classical or Asian microfinance model, created and
promoted by Muhhamad Yunus, remains unique - it has not been fully
replicated in any other region.

In contrast to Asia, microfinance in Africa and South America is shifting
towards more solvent clients, urban dwellers, and established rather than
newly created businesses. Against this background, and with improved
customer service channels and financial inclusion, including through
pioneering work by MFls, in a natural evolutionary process, microfinance
institutions are consolidating and moving closer to banks, both in form and
substance.

3. Factors Contributing to the Effective Operations of MFIS

A multiple linear and robust regression model seems appropriate to identify
the drivers of microfinance expansion in developing countries in the
turbulent global economy.

Data from the World Bank and the performance of 700 MFlIs between 2012
and 2019 are used as the basis of the study. For the study, commercial
institutions are evaluated because the economic mechanisms of their
successful performance are of significant practical interest to the national
economy. The following key performance indicators are considered
significant: cost per loan, arrears, and return on equity.

For example, let us focus on the regression model implemented in the
software package R.

The first factor tested is the cost per loan disbursement Yc1. The following
regression equation is used:

Yel = B0+ X1B1 + X2B2 + X33 + X4P4 + X5B5 + X6B6 + XTB7 + X8PS +
X9B9 + X10p10 + X11B11 + XI12812 + X13B13 + X14p14 + X15B15 +
X16p16 + X17B17 + X18B18 + X19B19 + X20B20 + X21B21 + X22p22 +
X23B23 + X24P24+ X25825 + X26B26 + X27B27 + X28B28 + X29B29 +
X30B30 +
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X31p31,
where B0 is the free term.

The study results in a data ratio showing that the decrease in cost per loan
for MFIs is most influenced by an increase in the number of branches and the
share of loans disbursed for goods, services and real estate (Figure 10). In
turn, the cost of disbursement of loans increases with the growth of their size
and the increase in the volume of funds raised.

-O'I
-OI I
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Figure 10. Standardised coefficients of the regression model of retail MFOs
(dependent variable - cost of issuing one loan)

Source: compiled by the authors.

Based on mathematical modelling, we also analysed the impact of overdue
loans (over 90 days) on MFIs’ performance, considered the impact of MFIs’
performance on return on equity, and assessed the strategic priorities of
MFIs and their focus on

SMEs.

As a result of the study, the main indicators affecting the studied variables
were identified. The data for both MFI models are presented in Figures 11
and 12.
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Figure 11. The main parameters of the retail MFO model, in standard
deviations of coefficients

Source: compiled by the authors.
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Figure 12. The main parameters of the model of MFOs focused on SMEs, in
standard deviations of the coefficients

Source: compiled by the authors.
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4. Conclusions

Based on the results of the research, the following conclusions are drawn.
ROE for both models (retail MFIs and SME-focused MFIls) was positively
influenced by an increase in the debt-to-equity ratio, indicating that MFlIs do
not have the capacity to develop fully from their own funds. High operational
self-sufficiency translates into higher ROE, which is consistent with the logic
of a microfinance company, in which lower costs and higher revenues lead to
improved financial performance. Thus, BRICS retail MFls are focused on mass
disbursement and must build a certain share of non-performing loans into
their business model to be cost-effective. In contrast, BRICS MFIs lending to
legal entities and individual entrepreneurs must analyse clients more
carefully to achieve a positive business result.

As explained by the following, increasing administrative costs are also
associated with increasing ROE. As the company’s financial position
improves, administrative costs increase, contributing to higher borrowing
costs. In turn, an increase in loan size has a positive impact on retail MFls and
a slight negative impact on SME-focused MFIs. The impact on the loan size
profitability is less clear-cut: for retailers, an increase in average check, even
when costs are included, can achieve a positive result, while for SME-
oriented MFIs, an increase in loan size may lead to a decrease in profitability.

Growth in the number of branches was found to have a significant impact on
the delinquency rate of BRICS retail MFls and a negligible impact on the
delinquency rate of SME-oriented MFIs. However, in the case of retail MFls,
it does not affect profitability but reduces the cost of lending. This result is
consistent with the business model of retail MFIs, which targets the mass
segment. In the case of corporate MFIs targeting SMEs, which are more
discerning in their borrower assessment; increased scale tends to be
associated with improved portfolio quality and higher profitability due to
economies of scale.

The higher proportion of women among MFI staff contributes to slightly
lower loan disbursement and delinquency costs but also to lower
profitability. This may be due to women’s more conservative attitude
towards risk.

BRICS microfinance institutions disbursing consumer loans are characterised
by lower profitability than companies focused on mortgage loans, which the
reliability of collateral can most likely explain. At the same time, the quality
of mortgage borrowers is, on average, slightly worse than that of those
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clients who attract consumer loans. In addition, it is cheaper to lend in rural
areas than in cities due to the higher level of competition in large population
centres. The quality of the portfolio of rural borrowers is also higher than that
of urban borrowers, but the profitability of companies working with these
borrowers is lower as loans are made at lower rates. The analysis showed an
inverse relationship between the size of the BRICS MFI's capital and its
profitability, as small firms generate more profit per capital, with retail MFls
showing the most pronounced trend.

Loans to microenterprises are expected to be riskier than loans to SMEs, but
they are also more expensive, albeit marginally so. However, the profitability
of companies increases as the share of loans to microenterprises increases.
This is due to the higher interest rates on loans to microenterprises, but more
money has to be spent on their evaluation due to the higher risk.

The study also found that BRICS MFIs targeting SMEs prefer diversifying into
retail loans. Risk assessment of retail clients is cheaper, but the profitability
of their portfolio is also lower, which is why there is a lack of hybrid models
among the reviewed institutions.

Notably, the gender composition of borrowers did not show strong links with
portfolio quality. At the same time, the performance of Gremin Bank
(Bangladesh) indicates a link between the gender of the borrower and loan
repayment - with female borrowers reaching 97%; loan repayment is 99%.
However, there is a correlation between the proportion of loans disbursed to
communities and the reduction in default rates, which may point to the
group model of loan disbursement as a more important factor in loan
repayment.
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MpwuHa JapurmnHa, Jlapuca YysakuHa, eHuc Bucokos

MukpoduHaHcupame Kao
nokpetad pacta BPUKC ekoHomuja

Ancmpakm

Tema oBOr MUCTpaXkKMBakba je MUKPODMHAHCUMpPAHE KAao MeXaHM3aM pPa3Boja
eKoHomMja 4YnaHuua BPUKC-a, Kao mn ctyamja npumereHUX mexaHu3ama
MUKPOPUHaHCK]ja Y 3em/bama Y pa3Bojy. OBaj pag MMa 3a Un/b A3 YKarKke Ha
nocebHoOCTM MMKpPODUHAHCHK]a Y YCAOBUMA HECTabuAHe CBETCKE EKOHOMMUje
M NpeanoXn Hajbos/be aKTMBHOCTM EKOHOMCKMX eHTUTEeTa U3 3emasba BPUKC-
a Yy 3em/bama Yy pa3Bojy. Y Hemy UCTPaKyjemo MmexaHusme
MUKpPODUHAHCMpPatba U O4JINKE HUXOBUX NMPUMEHEHUX Mogena y Asuju,
Adpunum n TaTUHCKOj Amepuum.

JepaH op pesyntaTa UcTpaxuBama je Aa Behu yaeo eHa mehy ocobsbem
MHCTUTYUMja MUKPODMHAHCMpPatba 3HAYM M Makbe TPOLLKOBE 3ajMoBa M
CMakbeHM HMBO 3aKallkbeHa NMPU OTNAATM, AN Y UCTO BPEME N CMaHEHY
npo¢utabunHoct. OBa cCTygMja KOPUCTU JNIMHEAPHU MYATUNIMKOBAHMU
pPerpecuoHn MoAes, Kao M MYATUMIMKOBaAHM pobycTHM moaen. OHa
UCTParkyje PpakTope Koju JonpuHoce epeKTMBHOCTM onepaLmja MHCTUTYUM)a
MUKpOOdUHAHCHKja. 3akrbydyje 0a je HYy#HO npowupumu akmusHocmu
UHCMumyuuja MuKpopuHaHcupamwa, umajyhu y eudy HUx08 nodcmuydj
passojy ekoHomuja BPUKC 3emarea u Kopucmehu nocmojeha uckycmea
3emarba y paseojy. Pad npednaxce mepe 3a pas3soj MUKpPodUHAHCHja Y
caspemeHoj Pycujn.

KroyyHe peyu: MuKpogpuHaHcuje, MUKpo3ajmosu, mnpedy3emHuwmaeo,
npodaja Ha mano, bPUKC, 3emspe y pa3sojy.
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Abstract

The conflict in Ukraine has spurred a global debate among policymakers and
scholars, with Western powers advocating for isolationist strategies. At the
same time, BRICS countries have pursued a distinctive path of diplomatic
mediation. This paper offers an analysis of the conflict resolution proposal
from a BRICS perspective, delving into theoretical legal considerations for
conflict resolution methods and examining historical instances where BRICS
nations employed these methods. The study underscores the divergence
between Western powers and BRICS countries in responding to the conflict. It
particularly spotlights Brazil’s tradition of pacification and its endeavour to
mediate in the ongoing Ukrainian crisis. The paper asserts the value of
diplomatic approaches for BRICS countries, presenting them as leading the
process and harmonising with BRICS’ historical practices and aspirations for
regional stability. Through this investigation, the paper underscores the

* PhD candidate in Public International Law at the Faculty of Law of University of S&o Paulo
Contact: emiliomendoncadiasdasilva@usp.br

** Researcher of the Centre for BRICS Studies of the University of Sao Paulo since 2023.
Contact: giuliacavalanti@usp.br

*** Master's student in Political Science at Federal University of Minas Gerais. Contact:
luanaparis.acad@gmail.com

**** Received August 14, 2023; Accepted: December 27, 2023

28



potential for diplomacy to pave the way towards resolving complex global
conflicts and the potentialities of Brazil’s role.

Keywords: BRICS, Ukraine conflict, Mediation

1. Introduction

Since the conflict in Ukraine has taken place, policymakers and scholars
throughout the world have been divided over the way to lead with it,
especially regarding the policy to be directed to Russia. Most Western
powers have reacted to the Ukrainian invasion, aiming to isolate Russia using
unilateral sanctions, besides the postures to normatively condemn the
aggression in international fora, particularly in the Security Council and the
U.N. General Assembly.

No. 1/2017

BRICS countries’ position, however, followed a different path, as the group
refused to be automatically aligned to Western powers’ campaigns. Although
there are fluctuations in BRICS countries’ stance on the matter, there is an
attempt to set aside Western ruling by seeking alternative solutions. BRICS
countries have desired to terminate the conflict promptly by resorting to
peaceful and diplomatic means of achieving peace. In this context, Brazilians’
offerings to serve as a mediator are inscribed.

This paper analyses the proposal for settling the conflict through a genuine
BRICS perspective. In the first part, we raise theoretical legal matters
concerning the methods of solving conflicts. We exemplify the different
categories of methods through the historical moments in which BRICS
countries have resorted to them. The analysis follows an overview of how
BRICS countries have reacted to the war. The last part investigates how
Brazilian foreign policy has been based on a consolidated tradition of
pacification. Such tradition is verified in Brazil’s current proposition to serve
as a mediator to the Ukrainian war.

The paper defends that diplomatic methods are desirable for BRICS
countries: they raise the possibility of achieving peace by having emerging
countries as the significant vocals of the process. Additionally, the method
fits BRICS countries’ tradition of aiming for regional pacifications by resorting
to them.
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2. Conflict Mediation and the Experience of BRICS Countries

International law has developed different peaceful means for settling
disputes®. Crucial for terminating an armed conflict is the diplomatic means
—eventually referred to as alternative methods -such as negotiation, enquiry,
mediation and good offices. Those means are characterised by the parties’
participation in the process of discussion and factual findings, and, in some
cases, third parties are involved in achieving an agreement?. Their desirability
has been well discussed, especially when the main judicial mechanisms of
international law were emerging. For example, when Sir Lauterpacht, in
1930, addressed the issue of the desirability of an existing compulsory
jurisdiction in the international legal system, he led with previous criticism
over the proposal justified in the convenience of a political solution, fruitful
in cases where there is no clearance of the legal rule to be applied or even
when the

Emilio Mendonga Dias da Silva, Giulia Cavalanti Gomes, Luana Paris
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transformation of existing law is to be held as positive. His position is that
their existence shall not exclude compulsory jurisdiction. Diplomatic
methods would benefit from achieving peace by not resorting to rigid law
and allowing “reasonableness over the waves of the controversy”, but
compulsory jurisdiction would be worthy by avoiding the continuance of
illegal behaviour. It would promote, then, respect for the conciliator, in a
sense according to which their mutual existence would strengthen each
other.10

Over their species, negotiation is the method that does not involve third
parties since the interested parties seek a solution to a dispute by mutual
consent through diplomatic communication. International law imposes that
negotiation is verified only if a genuine attempt to reach an agreement is
conducted with good faith. The most relevant case to give parameters on the
law of negotiation is the Application of the International Convention on the
Elimination of All Forms of Racial Discrimination (Georgia v. Russian

1 Article 33 of the UN Charter establishes not only the duty to settle disputes peacefully but also mentions the methods that states
parties shall resort to in order to achieve peace: “1. The parties of any dispute, the continuance of which is likely to endanger the
maintenance of international peace and security, shall, first of all, seek a solution by negotiation, enquiry, mediation, conciliation,
arbitration, judicial settlement, resort to regional agencies or arrangements, or other peaceful means of their own choice. 2. The
Security Council shall, when it deems necessary, call upon the parties to settle their dispute by such means” (United Nations
Charter Entry into force: October 24 1945. 2 Shaw, Malcolm N. Direito Internacional. Sdo Paulo: Martins Fontes, 2010. p. 755.

10| auterpacht, H. The Absence of An International Legislature and the Compulsory Jurisdiction of International Tribunals. British
Yearbook of International Law, vol. 11, (1930). 135-141.
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Federation), in which I.C.J. established the basic requirements constituting a
negotiation process.'* The matter has been raised to check if the parties have
fulfilled a precondition of carrying out a negotiation process, and it has put
the parties into a controversy over the definition of negotiation itself. The
Court found that negotiation is different from “mere protests or
disputations” and corresponds to a “genuine attempt by one of the disputing
parties to engage in discussions with the other disputing party to resolve the
dispute”.?

Good offices, by turn, are proceedings or acts by which a third party seeks to
open the floor for negotiation. According to Celso D. Albuguerque Mello, one
example can be found in the Inter-American Conference for the Maintenance
of Peace (Buenos Aires, 1936), given the existence of a previous list of experts
whom the parties, eventually found in controversy, could select to solve it.*3
The literature points to the evolutionary tendency of ‘good offices’ to move
from the third party to a state to an individual-led method.” The entity to
serve as a third party can be a state, international organisations, other
organisations, or individuals. Following 0O’Donoghue’s analysis, to
comprehend ‘good offices’, it is necessary to consider the state-based origin,
especially under the phenomenon of ‘protecting power’ in the 19t century,
by the example of the neutral position of Switzerland during the Franco-
Prussian War, which favoured the usage of the method. However, in the age
of international

11 Barnidge, Robert P. Jr. The International Law of Negotiation as a Means of Dispute Settlement. Fordham International Law
Journal, vol. 36, issue 3, 2013. pp. 553-555.

12|.C.J. Application of the International Convention on the Elimination of All Forms of Racial Discrimination (Georgia v. Russian
Federation), Preliminary Objections, Judgment, |.C.J. Reports 2011. para 157.

13 Mello, Celso D. de Albuquerque. Curso de Direito Internacional Publico. 15th edition. Rio de Janeiro: Renovar, 2004. p.
1428.7 O’Donogue, Aoife. Good Offices: Grasping the Place of Law in Conflict. Legal Studies, vol 34 (3), 2014. p. 475.
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organisations, reference is made to the role of the U.N. to exercise it as
evidence of its transformation toward a method held by professionalised
personnel.'

Mediation is described as a method in which the third party assumes a more
proactive role. Different from good offices — in which the third party seeks to
promote the initial dialogue -the mediator proposes the solutions to the
conflict itself, and parties can adopt them.® By defining mediation, the
literature chooses different elements: some authors emphasise that the
mediator can be an individual, a group or an organisation with no authority
to impose a solution; others define it as a process in which, although the
mediator has no power to impose the solution, there are positive and
negative inducements.'®

During history, BRICS countries have resorted to the mentioned methods.
Here, the focus will be on Brazil and Russia. When legal doctrine exemplifies
the usage of ‘good offices’, in general, references are made to its offering by
the United States to settle the dispute in the war between Russia and Japan
in 1906. In this opportunity, the president of the U.S. has suggested that the
parties negotiate without the presence of intermediaries. However, He has
posed that if the parties desired, the U.S. could have attended the meeting
to facilitate the negotiation.?” U.S.S.R. has also performed the role of offering
‘good offices’ to put an end to the war of Kashmir: after initial full support to
India, the fact that Pakistan was seen as an ally of the U.S. and aiming for a
higher level of cooperation, U.S.S.R. changed its position regarding Pakistan,
by fear of the growing influence of China and U.S. in the region. The U.S.S.R.
successfully incentivised Pakistan and Indian authorities to meet and
negotiate peace in 1966.1¢

By turn, Brazil had had a tradition of offering mediation since the foreign
policy was initiated in 1930 when the country attempted to solve the dispute
between Peru and Colombia. The same has been verified in the proposal for
Brazilian mediation in the War of Chaco between Paraguay and Bolivia after
a first position of neutrality and a refusal to participate in the Conference for

4 |bid. p. 476-478.
15 Shaw, Malcolm N. Direito Internacional. Sio Paulo: Martins Fontes, 2010. p. 761.

16 Wallensteen, P; Svensson, |. Talking Peace: International Mediation in Armed Conflicts. Journal of Peace Research, vol. 51, n 2,
2014. pp. 315-316.

17U. S. Officer of the Historian. Papers Relating to the Foreign Relations of the United States, with the Annual Message of the
President Transmitted to Congress December 5, 1905. Available at: https://history.state.gov/historicaldocuments/frus1905/pg 807
(accessed on July 17 2023).

18 Rajput, M. Akaram. Soviet-Pakistan Relations. Pakistan Forum, September, 1973. pp. 3-6.
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Conciliation and Arbitration in 1929.% During the conflict, the U.S. and
Argentina fought for the position of a local peacekeeper. Aiming to exercise
a more influential role, however, Brazil has changed its
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initial posture as a way to assume a more prominent role in regional affairs,
which has led it to take part in the group of mediators, achieving a ceasefire
and other measures, such as the solution for the condition of prisoners.?

3. The conflict in Ukraine and the BRICS

When analysing the repercussions of the Russia-Ukraine conflict in the BRICS
countries, there are numerous factors to consider, such as cultural, historical,
political, and economic elements. Cooperation between the BRICS is not
always homogeneous due to the group’s lack of cohesion concerning the
international scenario and members’ own internal functioning.

Regarding the Ukrainian conflict, whilst Russia sees it as an opportunity to
avoid complete international isolation, the other members are struggling
between countering the strong pressure from the West to condemn the
Russian invasion and maintaining the functioning of the group. BRICS
countries have not condemned Russia for its actions in the Ukrainian territory
and set themselves apart from the policy of Western countries, except for
Brazil, who, alongside 141 nations in the U.N. General Assembly on March 2,
supported a resolution condemning Russia’s actions, while other members
of the group did not vote.?! It is important to point out that other
participation by the country in different international forums demonstrates
that, in fact, Brazil is not that far from the rest of the BRICS nations?®. One
example is that earlier this year, Brazilian President Luis Indcio da Silva stated,
“The BRICS must act as a force for understanding and cooperation. Our

19 CERVO, Amado Luiz; BUENO, Clodoaldo. Histdria da Politica Exterior do Brasil. 4th edition. Brasiliia: Editora Universidade de
Brasilia, 2011. pp. 260-261.

20 Bieber, Ledn E. A Guerra do Chaco e as Relacbes Brasileiro-Bolivianas no Periodo de 1930-1945: Um Caso de Reorientacdo da
Politica Exterior do Brasil. Ibero-Amerikanisches Archiv, vol. 22, n 3/4, 1996. p. 270.

2 Kugiel, Patrik. The Relevance of BRICS after the Russian Invasion of Ukraine. P.L.S.M. Available at:
https://www.pism.pl/publications/ the-relevance-of-brics-after-the-russian-invasion-of-ukraine. 16 Ibid.
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willingness is expressed in the contributions of China, South Africa and my
own country to the efforts to resolve the conflict in Ukraine”.?? During the
meetings of BRICS sherpas on April 13 and foreign ministers on May 19,
members reinforced the need for “dialogue and negotiations between Russia
and Ukraine”!® and indicated apprehension about the humanitarian context
in Ukraine.

Both India and China have expressed their concern regarding the impact of
unilateral restrictions on the economic sphere, with both countries claiming
that the West is attempting to use the dollar-based trade and the financial
system as a weapon against Russia.?® This highlighted the already existing
discussion about the need for greater independence of the BRICS concerning
the pressure imposed by the West in crucial spheres, such as, for example,
economic and military affairs. BRICS nations have begun to discuss the
creation of a common currency for trade and investment between them,
aiming at minimising their susceptibility to dollar exchange rate
fluctuations.?

BRICS countries have presented both convergent and divergent measures to
the conflict in Ukraine. In the aforementioned General Assembly on March 2,
the resolution passed with 141 favourable votes, five abstentions, and 35
votes against; Brazil was among the 141 in favour. The resolution demands
that Russia “immediately, completely and unconditionally withdraw all of its
military forces from the territory of Ukraine within its internationally
recognised borders”.?> However, it is essential to emphasise that this support
for the resolution was not absolute, as Brazil brought criticism concerning the
lack of a negotiation process between the parties involved in the conflict.??

Regarding votes on this subject in the Security Council (remembering that at
this moment, South Africa is not a current member of the Security Council as

2 Update 1-Brazil's Lula says BRICS is working to end the Ukraine war, criticising U.N. Reuters. Available at:
https://www.reuters.com/ article/brics-summit-brazil-idUSL8N3A43PQ 18 Ibid.

23 Junior, Laerte Apolindrio; Branco, Giovana Dias. The BRICS countries and the Russia-Ukraine conflict. Associagdo Brasileira de
RelagBes Internacionais. Rev. Carta Inter., Belo Horizonte, v. 17, n. 3, e 1286, 2022.

24 Savage, Rachel. What is a BRICS currency, and is the U.S. dollar in trouble? Reuters. Available at:
https://www.reuters.com/markets/ currencies/what-is-brics-currency-could-one-be-adopted-2023-08-
23/#:~:text=BRICS%20leaders%20have%20said%20they,and%20 many%20imports%20more%20expensive.

% General Assembly resolution demands an end to the Russian offensive in Ukraine. UN NEWS. United Nations. Available at:
https://news.
un.org/en/story/2022/03/1113152#:~:text=The%20resolution%20demands%20that%20Russia,in%20the%20Assembly%20t0%20p
ass 22 Junior, Laerte Apolinario; Branco, Giovana Dias. The BRICS countries and the Russia-Ukraine conflict. Associagdo Brasileira
de RelagGes Internacionais. Rev. Carta Inter., Belo Horizonte, v. 17, n. 3, e 1286, 2022. 23 Ibid. 24 Ibid.
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well as the Human Rights Council), S/RES/2623 (2/27/2022); in the General
Assembly, Resolution A/RES/ES-11/1 (3/2/2022) and Resolution A/ES-11/L.5
(10/12/2022); and in the Human Rights Council (4/7/2022), Brazil remained
the only country that supported the accusations made against Russia.?
Russia naturally voted against them, and the other BRICS did not manifest
themselves. Yet, it is important to emphasise that Brazil wishes to remain
neutral enough not to spoil its relationship with Russia whilst not getting on
bad terms with the United States and other Western powers, which is
becoming harder each day,?* seeing that the country is expected to take a
stance on the crisis sooner or later.

Regarding the BRICS, the geopolitical and economic aspects of the historical
relationships between these countries are vital to comprehending why its
members prefer to keep a distance from any statements involving the
conflict. India’s stance
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on the conflict has been very practical, given that the country has refrained
from voting and abstained from explicitly condemning Russian actions. That
is because, geopolitically, India has historically placed itself as a strategic
partner of Russia, in the same way that the country is economically
dependent on the export of Russian energy matrices?®.

China has also been behaving in a very practical way, aiming to protect its
influence not only regionally but all over the world?’. Both China and Russia
have consistently represented an opposition to the military influence and
interventions of the United States and other Western nations, always
attempting to hold back any new NATO plans,?® and have always acted
confluently in the U.N. Security Council. With China rising as a global potency
and as a direct threat to American hegemony, Russia has come out as a
natural ally, seeing that the country has traditionally posed as an antagonistic
figure to Western powers, especially after the end of World War Il. Recently,
in the latest BRICS summit on August 23, Putin stated: “/ want to note that it
was the desire to maintain their hegemony in the world, the desire of some
countries to maintain this hegemony that led to the severe crisis in Ukraine”,*
which demonstrates the will of the country to counter such hegemony,
something that China has also been practising. Economically, their alliance is
exceptionally fruitful for both of them to the degree that China is a great
importer of their energy resources, and Russia is becoming increasingly
dependent on the Asian nation, even more with the growing economic
sanctions coming from Western countries after the beginning of the conflict
in Ukraine3°,

Concerning South Africa, the conflict in Ukraine left the country in a delicate
situation. Even if, historically, it has had a harmonious relationship with
Russia, the country has been suffering from constant pressure from the West
for a clear position on the matter. This is due to its influence on the African
continent and the potential to exercise outstanding economic and political
leadership in the region.3® The African country’s stance is marked by

% bid.
7 |bid.
2 bid.

2 Sauer, Pjotr. Putin defends the invasion of Ukraine in the BRICS summit address. The Guardian. Available at:
https://www.theguardian. com/world/2023/aug/23/putin-defend-russian-invasion-ukraine-brics-summit-south-africa

30 Junior, Laerte Apolinario; BRANCO, Giovana Dias. The BRICS countries and the Russia-Ukraine conflict. Associagdo Brasileira de
RelagBes Internacionais. Rev. Carta Inter., Belo Horizonte, v. 17, n. 3, e 1286, 2022. 30 Ibid. 31 Ibid.
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neutrality since it has not voted in any of the anti-Russian resolutions made
in the U.N.’s Assemblies, and it has been demonstrating an aversion to
Western interventions and sanctions, such as other BRICS countries3!.
Moreover, in its own resolution regarding the humanitarian crisis in Ukraine,
South Africa even refrained from attributing responsibility for the ceasefire
to any of the countries involved in the war.3!

Thus, it is possible to conclude that the BRICS nations have not issued a direct
alignment either with the Western nations or with Russia, as all of them have
been very vigilant in staying away from a clear condemnation of Russia’s
attitudes towards Ukraine. Although they have been speaking in favour of
negotiations and the creation of a dialogue between Russia and Ukraine, they
do not favour the interventions and sanctions policy imposed by Western
countries. Over and above that, their strategic and historical economic and
political alliances with Russia must also be considered in understanding their
stance in the conflict. On this wise, Russia is not entirely secluded in the
international context, seeing that even with Western nations aiming to cause
the withdrawal of their military troops from Ukrainian territory and to
weaken its economy, the BRICS nations have mostly chosen to preserve their
relationships with the country, by maintaining a neutral stance and by not
directly positioning themselves against it32. This neutrality can also be
interpreted as a movement to preserve their autonomy and to create and
secure an alternative pillar®* that distances itself from the status quo
established by Western powers throughout the past decades.

4. Brazilian Foreign Policy under the War in Ukraine:  possibilities of a
role in mediation

In Brazil, the formulation and execution of foreign policy predominantly fall
under the jurisdiction of the Ministry of Foreign Affairs, commonly known as
ltamaraty. Boasting a rich heritage in diplomatic affairs, Itamaraty’s
engagement dates back to the early days of Brazil's emergence as an
independent nation in 1822. Rooted in this historical legacy, Brazil has
consistently demonstrated a meticulous approach to its international

31 Gachechiladze, Zurab. 2022. “South Africa’s Position on Ukrainian Crisis”. Russian Council.  2022.
https://russiancouncil.ru/en/analytics-and-comments/columns/ african-policy/south-africa-s-position-on-ukrainian-crisis/.

32 Junior, Laerte Apolinario; BRANCO, Giovana Dias. The BRICS countries and the Russia-Ukraine conflict. Associacdo Brasileira de
Relagbes Internacionais. Rev. Carta Inter., Belo Horizonte, v. 17, n. 3, e 1286, 2022. 34 lbid.
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relations, opting to avoid complete alignment with any single state that might
jeopardise its rapport with other nations.

A twofold endeavour characterised the inaugural century (1822-1922) of
Brazilian Foreign Policy: the cultivation of a distinct national identity and the
pursuit of collaborative ties within the region. Following the severance of
colonial ties with Portugal, Brazil swiftly engaged with South American
nations and the United States. Notably, alignment with the United States
emerged as a prevailing trend during this era, and this tendency persisted
into the subsequent century. The outbreak of the First World War saw Brazil
primarily contributing to the conflict by furnishing essential supplies to the
Allied forces. Simultaneously, the year 1920 marked the inception of the
League of Nations, a pivotal moment that spurred Brazil to seek membership
fervently. This earnest pursuit afforded Brazil a platform for enhanced
visibility on the global stage, underscoring the nation’s determination to
engage in matters of international significance actively.3?

The second hundred years (1922-2022) cover a very diverse time when
discussing international politics. In the Second World War, Brazil also joined,
offering supplies, but it had more significant participation since its
aeronautics joined battles in Italy alongside the U.S. During the post-World
War Il era, Brazil’'s engagement in international politics continued to evolve.
As a founding member of the United Nations in 1945, Brazil sought to play an
active role in global forums, aiming to contribute economically and
diplomatically. The country’s efforts were particularly evident during the
1960s when Brazil, under the leadership of President Janio Quadros and later
President Jodo Goulart, advocated for the principle of peaceful coexistence
among nations during the height of Cold War tensions3*.

The military coup of 1964 led to a period of authoritarian rule, during which
Brazil’s foreign policy stance shifted to align more closely with the United
States and Western interests. This alignment was particularly notable in
Brazil’'s approach to regional politics, as the country supported anti-
communist regimes and initiatives while being cautious about any potential
left-leaning influences. The end of military rule in the 1980s marked a turning
point for Brazil’s foreign policy as the country transitioned back to
democracy. With a renewed focus on human rights, multilateral diplomacy,

33 Garcia, Eugénio V. Pds-bicentendrio verde-digital: una politica externa 3.0 para o Brasil. Revista CEBRI, ano 1, n24, out-dez 2022.

34 Ricupero, Rubens. A diplomacia na construgdo do Brasil: 1750-2016. Sdo Paulo: Versal, 2017.
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and sustainable development, Brazil sought to establish itself as a prominent
player in global affairs. This was exemplified by the country’s active
participation in international organisations such as the World Trade
Organization (W.T.0.), which aimed to advocate for the interests of
developing nations.3®

The insertion of Brazil in international politics after the end of the Cold War
has been consistent overall. Due to Brazil’s continuous participation in
international organisations and its increasing importance on foreign trade as
an exporter and importer, innumerable alliances can be considered vital to
the Brazilian economy.

At the beginning of the 21st century, Brazil began to show up more
internationally, mainly because of the investments in foreign policy towards
South-South cooperation, building alliances beyond the U.S. and European
Union. The alliances with African and Asian countries were the most
remarkable ones, considering the leap in developing these relationships
between 2003 and 2010. In this period, Brazil also took the opportunity to
construct the BRICS along with the other members, such as Russia, India,
China, and South Africa. This deepened the relations between these
countries and offered an opportunity for Brazil to have more space as a
protagonist in international politics through this arrangement.3®

At this point, ltamaraty and the President, Luis Inacio Lula da Silva (known as
“Lula”, in office from 2003 until 2011), projected the idea of a nation
concerned with peace and engaged in peace processes. Brazil participated in
some peacekeeping missions led by the United Nations and tried to get
involved in the negotiation of some international dilemmas. In 2010, Brazil
expressed its willingness to contribute to the peace process in the Middle
East by offering its diplomatic expertise in fostering the negotiations on the
Israeli-Palestinian conflict. Also, in 2010, Brazil attempted to mediate the
negotiation over Iran’s nuclear program, proposing a deal to Iran and
addressing concerns about its nuclear activities while avoiding the imposition
of harsh international sanctions. Lula stepped down from the presidency in
2011 when Dilma Rousseff, the candidate of his party, was elected and
continued in office until 2016 when she was impeached. In the early 2010s,

35 Miyamoto, Shinguenoli; GONCALVES, Williams da Silva. Militares, diplomatas e politica externa no Brasil pés-64. In: Albuquerque,
José Guilhon (org.). Sessenta anos de politica externa brasileira (1930-1990): prioridades, atores e politicas. Sdo Paulo: Annablume,
2000. v. 4. pp. 173-213.

36 Silva, André Luiz Reis da. Geometria varidvel e parcerias estratégicas: a diplomacia multidimensional do governo Lula (2003-2010).

Contexto Internacional, 37.1, pp. 143-184. 39 Ibid.
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Brazil played a role in mediating talks between the Colombian government
and the Revolutionary Armed Forces of Colombia (FARC) rebel group. The
negotiations were held in Cuba, with Brazil acting as one of the guarantors of
the process. Therefore, in this period of time in the 21st century, the Brazilian
foreign policy had a neutral approach concerning international disputes and
tried to position itself as an expressive option to be a mediator in these
circumstances.?®

In 2017, Rousseff’s vice president, Michel Temer, assumed office, and his
approach to politics was more conservative. 2018 Jair Bolsonaro won the
elections and started his mandate in 2019. Coming from a very anti-systemic
campaign, Bolsonaro aimed to align Brazil with other conservative right-wing
governments worldwide, ignoring the legitimacy of Itamaraty’s action.
However, his approach faced significant challenges that had far-reaching
implications. Because of some public positions, Itamaraty had difficulty
maintaining Brazil’s cooperation and neutrality traditions. This challenge
became even more daunting when Ernesto Araljo was appointed Foreign
Affairs Minister, as his controversial discourses often clashed with
established diplomatic norms. These discourses played an important role in
turning Brazil into an isolated nation, particularly on critical global issues such
as the Amazonia forest and China. As a result, Brazil’s diplomatic reputation
faced unprecedented risks and scrutiny on the international stage. Notably,
the context of the COVID-19 pandemic also played a crucial part in shaping
Brazil’s foreign policy under this government, adding another layer of
complexity to its global interactions.?738

In February 2022, following Russia’s occupation of Ukrainian territories,
Bolsonaro had recently concluded a visit with the Russian head of state.
During this visit, he aligned his perspective with Putin’s arguments, endorsing
the reasoning behind Russia’s actions. Bolsonaro initially supported the
notion of independence and referred to the referendums to justify Russia’s
intervention. 3 However, as the crisis deepened over the subsequent

37 ima, Maria Regina Soares de. A dialética da politica externa de Lula 3.0. Revista CEBRI, ano 2, n2 5, jan-mar 2023.

38 Hernandez, Matheus de Carvalho. A politica externa em direitos humanos do governo Bolsonaro e a crise da ONU. In: Barbosa,
J.R.; Hernandez, O. A. P. (org.) Extremismos politicos e direitas: Bolsonaro, Trump e a crise das “democracias”. Marilia: Oficina
Universitdria; Sdo Paulo: Cultura Académica, 2022, pp. 149-166.

39 G1. Bolsonaro insiste em discurso de neutralidade diante do ataque russo & Ucrdnia. G1, February 2022. Available at:
https://gl.globo.com/jornal-nacional/noticia/2022/02/28/bolsonaro-insiste-em-discurso-de-neutralidade-diante-do-ataque-
russo-a-ucrania.ghtml 43 G1. Na ONU, Bolsonaro defende ‘cessar-fogo’ na Ucrdnia e diz ser contra ‘isolamento’ dos envolvidos. G1,
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months, Bolsonaro’s stance evolved. Gradually, Brazil’s president adopted a
more neutral position, emphasising the importance of a ceasefire and
peaceful resolutions while also voicing criticism against the economic
sanctions imposed on Russia**. By 2023, Lula commenced his third
presidential term, coinciding with high attention on the Ukraine-Russia
conflict. Prior to reassuming office, Lula made a statement assigning blame
to both Volodymyr Zelensky and Vladimir Putin for the prolonged war—a
statement that stirred controversy. * Nonetheless, upon resuming the
presidency, Lula reinstated Brazil’s traditional policy of neutrality in
international conflicts. Beyond that, his administration expressed a clear
intention to enhance Brazil’s global role and break free from the isolationism
of the previous government*.. This ambition translated into an active pursuit
of mediation in the Ukraine conflict, demonstrating Brazil’s aspiration to
emerge as a significant player on the international stage. In March 2023,
Celso Amorim, Lula’s chief advisor, was received by Putin to listen to
proposals on negotiations, and a call between Lula and Zelensky in the same
month reiterated the intentions from Brazil to incentive talks to arrive at a
resolution for the conflict*2.

In April 2023, Lula emerged as a pivotal figure in international diplomacy. His
visits to China and interactions with global leaders highlighted his dedication
to seeking a peaceful resolution to the Ukraine conflict. Lula’s proposition of
a “peace club,” a coalition of neutral nations including rising powers like
China, India, Indonesia, and Turkey, gained momentum as a platform for
mediating talks between Russia and Ukraine. During Lula’s visit to China, both
nations emphasised their mutual belief in negotiation as the sole path to
resolve the Ukrainian crisis, despite differing viewpoints on ceasefire terms.
Lula’s proactive stance, underscored by his refusal to supply weapons to
Ukraine, positioned Brazil as a potential impartial mediator, drawing
attention and even criticism from the United States and Europe for
challenging their approaches to the conflict. Amid these developments,

September 2022. Available at: https://gl.globo.com/politica/noticia/2022/09/20/na-onu-bolsonaro-defende-cessar-fogo-na-
ucrania-e-diz-ser-contra-isolamento-dos-envolvidos.ghtml

40 G1. Lula dd declaragdo polémica sobre a guerra da Ucrénia em entrevista a revista Time. CNN, May 2022. Available at: https://g1.
globo.com/jornal-nacional/noticia/2022/05/04/lula-da-declaracao-polemica-sobre-a-guerra-da-ucrania-em-entrevista-a-revista-
time. ghtml

“ Moreira, Rudd. Ao assumir Itamaraty, Mauro Vieira diz que “Brasil estd de volta” ao cendrio internacional. CNN, January 2023.
Available at: https://www.cnnbrasil.com.br/politica/ao-assumir-itamaraty-mauro-vieira-diz-que-brasil-esta-de-volta-ao-cenario-
internacional/

42 Heine, Jorge; Rodrigues, Thiago. Brazil Is Ukraine’s Best Bet for Peace. Foreign Policy, May 2023. Available at:
https://foreignpolicy. com/2023/05/02/brazil-russia-ukraine-war-lula-diplomacy-active-nonalignment/
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Lula’s outreach to the United Arab Emirates also hinted at joint mediation
efforts, amplifying Brazil’s role in the quest for peace in Ukraine®.

Recently, at the BRICS Summit in Johannesburg, Lula brought up the matter
once more, stating:

“In just a few years, we have left behind a scenario of benign multipolarity
towards one that resumes the obsolete mentality of the Cold War and
geopolitical competition. This folly creates great uncertainty and corrodes
multilateralism. We know where this path can lead us. The world must
understand that the risks involved are unacceptable to humanity. We cannot
avoid dealing with the main current conflict taking place in Ukraine with
global effects. Brazil’s historic stance is to defend sovereignty, territorial
integrity, and all the purposes and principles of the United Nations. It is
positive that an increasing number of countries, including the BRICS
countries, are also engaged in making direct contact with Moscow and Kyiv.
We do not underestimate how difficult it is to achieve peace. Nor can we
remain indifferent to the deaths and destruction that increase every day. We
stand ready to join an effort that can effectively contribute to a prompt
ceasefire and a fair and lasting peace. Everyone suffers the consequences of
war. Developing countries’ most vulnerable populations are
disproportionately affected. The war in Ukraine highlights Security Council
limitations. BRICS must act as a force towards understanding and
cooperation. Our willingness is expressed in the contributions of China, South
Africa and my own country to the efforts to resolve the conflict in Ukraine.”#

This statement makes it even clearer that Brazil is attempting to lead and
encourage other countries to contribute to negotiations between Russia and
Ukraine. Besides offering itself to the job, it also put the idea of a group of
states interested in this attitude, making it even more legitimate. Suppose
Lula is consistently discussing a role to facilitate the talks between the two
sides of the conflict and bringing the matter frequently to other nations.
Eventually, it inevitably becomes more targeted to fulfil this function.
Moreover, as a BRICS event, it also included a speech by Putin, in which
Russia’s actions towards Ukraine appeared to be justified events, presenting

43 Reuters. Brazil’s Lula calls for ‘peace group’ to broker Ukraine-Russia deal. Reuters, April 2023.
https://www.reuters.com/world/brazilslula-calls-peace-group-broker-ukraine-russia-deal-2023-04-16/

4 Silva, Luiz Indcio Lula da. Speech by President Luiz Indcio Lula da Silva during the BRICS Summit open plenary session. Brazilian
Government, August 2023. Available at: https://www.gov.br/planalto/en/follow-the-government/speeches/speech-by-president-
luiz-inacio-
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little space for debate about a resolution of the events. The willingness of

Brazil to make the peace process take-off can be interpreted as a valuable
opportunity for its foreign policy but also a truly complex and bold riddle.

If it proceeds to happen, Brazil would assume the position of protagonist
internationally and would be historically remembered for its accomplishment
in setting the parts of the war in Ukraine to solve their disputes. It would put
Brazil, more than ever, on the map and strengthen its bonds with Russia and
Ukraine. However, it is relevant to consider some difficulties posed in this
situation. First, the true interest of the parties is to bring their cards to the
table and discuss the situation, aiming for a peaceful agreement. Putin, in the
BRICS Summit in August 2023, reinforced his position as a way to combat
threats originating in the North Atlantic Treaty Organization (NATO)
threatening decisions and did not mention the collaboration to pursue some
kind of negotiation.*®. Zelensky nurtured a controversial relationship with
Lula during the year 2023 when offended by the statements that put partial
blame on Ukraine’s side and when cancelling a meeting with Lula during the
Group of Seven (G7) summit>°. These events can be interpreted as little
unwillingness towards negotiations, a barrier that Brazil’s foreign policy
would need to overcome to achieve its desire to come to peace terms.
Besides that, when trying to consolidate a neutral position, many critics came
from the United States, claiming that this discourse endorsed Russia’s
actions. Then, the diplomatic relations with the U.S. must also be worked on
so this goal does not compromise them.

5. Conclusion

The ongoing conflict in Ukraine is characterised by intricate dynamics and
multifaceted dimensions, necessitating a comprehensive analytical
approach. This study fo-

lula-da-silva-during-the-brics-summit-open-plenary-session

49 Vasconcelos, Renato Vasconcelos; Oliveira, Eliane. Em discurso no Brics, Putin culpa Ocidente pela guerra na Ucrédnia. O
Globo, August 2023. Available at: https://oglobo.globo.com/mundo/noticia/2023/08/23/em-discurso-no-brics-putin-culpa-
ocidente-pela-guerrana-ucrania.ghtml

50 Reuters. Brazil’s Lula says the meeting fell through because Ukraine’s Zelenskiy was late. Reuters, May 2023. Available at:
https://www.
reuters.com/world/brazils-lula-says-meeting-fell-through-because-ukraines-zelenskiy-was-late-2023-05-22/

cuses on the BRICS perspective to understand the conflict’s nuances. Central
to this perspective is a commitment to restrained engagement within
international relations, emphasising non-extremist positions and advocating
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for peaceful approaches to curtail violence. The examination of international
law concerning conflict mediation further underscores the BRICS nations’
propensity to engage in such initiatives, thus positioning them as pertinent
actors in initiating discussions among the involved parties. Within this
context, Brazil's proactive stance emerges as significant, displaying a
willingness to assume either a “good office” or a formal mediation role.

Within the context of the BRICS collective, Brazil’s role assumes prominence.
Its historical dedication to diplomacy and impartiality position Brazil as a
credible intermediary capable of transcending divisive narratives. The
nation’s overt readiness to undertake mediation, exemplified through the
potential “good offices” or mediator role, reflects its genuine commitment
to stability. Brazil’'s proactive engagement encapsulates the essence of
international cooperation and conflict management, mirroring the global
aspiration for a peaceful resolution to the Ukrainian crisis. The continued
discourses over the last months, as Lula assumed Brazil’'s presidency,
highlight the potential mediating role of Brazil. Despite presenting itself most
of the time as an encourager of peaceful measures and of the participation
of other countries to help in this process, which would characterise this as a
practice of “good offices”, it is plausible to see Brazil as a mediator, once it
has already demonstrated a willingness to present a proposition to resolve
the conflict. This would put Brazilian actions as pursuing a role as mediator
of the conflict, and due to its historical diplomacy on neutrality and peaceful
involvements, it would be an attainable offer. It would be necessary in this
sense to also propose explicit solutions to the conflict itself, and parties will
have the possibility to adopt them.

The main obstacles to Brazil playing this role are Russia and Ukraine’s
willingness to effectively initiate negotiations or accept receiving a mediation
proposal and also the repercussions from Western countries, mainly the
United States. The attempt to create an alliance among Western countries to
isolate Russia and the non-engagement from BRICS countries in this strategy
has raised criticism and suspicion. Countries such as Brazil, India and South
Africa cannot be in a position where great international powers are opposed
to their actions, so it is a delicate decision to proceed with this movement on
encouraging “good offices” and mediation. But, if the responsible for Foreign
Affairs in Brazil can demonstrate a way to overcome these barriers, Brazil
would become a key factor when talking about conflict mediation, and the
cooperation among BRICS countries would become another example of
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perspective towards conflicts that do not involve taking sides and supporting
pacific measures to resolve divergences. Of course, playing these roles takes
the engagement of these countries in assuming and keeping this prominent
position internationally, but it is a great opportunity to underscore the
potentialities of the group and also bring a peaceful resolution to the longing
conflict in Ukraine.

For BRICS countries, on the other hand, diplomatic means of solving conflicts
would demonstrate a higher power to lead with global issues. The methods
are welcoming because there is a transformative character in it since the
conflicting parties, together with third parties involved, are able to be the
central actors of the constructed solution. They do not necessarily absorb -
in spite of the imperatives of public international law as a whole to offer basic
patterns to the solution - the intelligibility of great powers. Diplomatic means
are useful to emerging powers in the sense they can properly vocalise their
interests and pursue peace achievement. For BRICS countries, particularly, it
would represent the capability to influence global relations at a higher level.
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Emunno MeHgoHca unac ga Cunsa
l'ynuna KasankaHntn Nlomec
JlyaHa lMapwuc bactoc

Mornep BPUKC-a Ha KOHPAUKT y YKpajuHu: ynora
AUNIOMATCKMX HauMHa pellaBakba cnopa Kao Nyt A0
mupa

AncTpakr

KoHAUKT y YKpajuHu n3assao je rnobanHy gebaty mehy nonmtmyapmuma m
HayYHULMMA, MPU Yemy 3anagHe CuauM nponarupajy M301auMOHUCTUYKE
cTparterunje, Aok 3emsbe EPUKC-a Texe nyTy AMNAOMaTCKOr nocpenoBama.
OBaj pag, Hyau aHanu3y Npeasiora 3a pewwaBarbe KOHPAMKTA U3 NepcnekTuBse
BPUKC-a, nctpaxyjyhu Teopujcke npaBHe acnekTe mMeToAa 3a pellaBakbe
KOHPAMKATA, Kao M UCTOPUjCKe Npumepe Yy Kojuma cy 3emsbe BPUKC-a
KopucTune ose metoge. Ctyamnja Harnawasa pasnvke namehy sanagHux cuna
n 3emasba BPUKC-a y oaroBopy Ha oBaj KOHOAMKT. [MocebHo wuctuye
Tpaguumja bpasuna n gonpuHoce MUPHUM pellerbMma KoHPAnKata u
HErOBO HaCTOjatbe Aa nocpenyje y Tekyhoj Kpu3sm Ha YKpajuHu. Pag nctnye
3Hayaj AMNA0OMaTCKUX NpUcTyna 3a s3emsbe BPUKC-a, npeacrtassbajyhm ux Kao
Nngepe OBOr npoleca, Koje je y CKnagy ca HUXOBOM UCTOPUjOM ce ca
ncTopmnjcknm npakcama bPUKC-a. Kpo3 0Bo UCTpaxKmBatbe, pad Harnawasa
noTeHuMjan AMNAoOMaTHje Kao NyTa Ka pellaBatby KOMMIEKCHUX robanHux
KOHpAMKaTa 1 moryhHocTv Bpasmna Kao nocpeaHuKa.

KrbyuHe peun: 6GPUKC, cykob y YKkpajuHu, nocpedosare
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Abstract

The digital revolution has had a profound effect on economic growth and the
financial sector of the economy. As per the OECD report, over 850 million
registered mobile money accounts operate in over 90 countries, and over 51.3
billion of money is transacted daily through these mobile money accounts.
The study examines the role of digitalisation and internet literacy on the
financial development of BRICS economies (Brazil, Russia, India, China, South
Africa) using a panel regression analysis from 2010-2022. The study employs
a unit root test to remove non-stationarity from the variables, followed by a
panel regression model comprising pooled and fixed effects models to analyse
the relationship. Exploring the developments of digital transformation in
BRICS economies, the study’s findings reveal that factors of digitalisation
significantly and positively contributing to the financial development of an
economy are fixed broadband subscriptions and ICT goods imports. Other
factors that significantly contribute to financial development are internet
literacy and economic development, such as foreign portfolio investments
and local investments. Internet literacy also contributed significantly
positively to the financial development of BRICS. The policy implication is that
policymakers must concentrate their efforts towards the simultaneous
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growth of digitalisation and internet literacy to catalyse its economy’s
financial development growth.

Keywords: Financial development, economic growth, ICT, financial literacy,
digitalisation, BRICS

1. Introduction

The most significant trends of global developments in the past few years have
been the emergence and swift proliferation of the digital revolution in all
sectors of the economy. Most importantly, the digital revolution profoundly
affects economic growth besides a country’s financial sector. The financial
sector has been subjected to numerous innovations for the past few years,
leaving an imprint on its consumers, regulations, and economic growth. With
digital disruptions, branch banking has transformed into mobile and Internet
banking. Consumers are no longer required to approach their branches for
financial transactional needs but can process their financial transactions from
the comfort of their homes/offices. The provisions of services in the financial
sector are transforming due to the digital revolution. Traditional banking
space is being challenged and captured by digital competitors entering the
financial sector, such as Fintechs, BigTechs, and retail giants like Amazon,
Tesco, etc®. Digitalisation has transformed a conventional financial service
model into a customer-centric platform-based model requiring the
incumbents to restructure. Further, digitalisation, like never before, has
expedited the efforts of policymakers to facilitate financial services to the
unbanked areas and unbanked sections of the population at low cost via
contactless financial tools. The barriers to facilitating financial services, such
as geographic distance, lack of identity, and formal income, are being
addressed by technology.

Digitalisation has also taken centre stage in influencing how business
operates in a country, redefining work, paving the way for new opportunities,
leading to economic growth, and enabling financial inclusion for its
population. Thus, digitalisation plays a crucial role not only in the financial
development of an economy but also in supporting economic development,
reduction in poverty, and income inequality in an economy. A developed
financial system in an economy facilitates access to basic financial services
like credit, insurance, banking accounts, savings products and other

46 “Digital Disruption in Financial Markets - OECD,” n.d., https://www.oecd.org/daf/competition/digital-disruption-in-financial-
markets.htm.
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investment products that assist in bringing financial discipline, increase
income and encourage resilience amongst the unbanked and poor sections
of society?’. Alternatively, the growth of the financial sector or the financial
development could also be attributed to the economic growth of these
nations,*® as with the growth of an economy, there are more opportunities
to promote financial inclusion by bringing more individuals and businesses
into the formal financial system. Increased economic growth enhances
savings and disposable income, thus creating greater financial development
opportunities by increasing investment potential. Economic growth also
spurs technological advancement, especially the increase in ICT
infrastructure and digitalisation of the economy, which further helps develop
the financial sector.

As per the OECD report, over 850 million registered mobile money accounts
are operating in over 90 countries and over $1.3billion is transacted daily
through these mobile money accounts*. Many developing economies today
are increasingly enjoying digital financial services through mobile money. For
example, in India, there are nearly half a billion internet users, 354
smartphone devices, and 8.3Gb of data consumption per month per user,
and its digital economy is currently contributing $200 billion of economic
value®°. India boasts of the second-largest digital consumer base in the world,
with the second-fastest growth rate in the world amidst major economies>.
On the other hand, BRICS, as an economic bloc, has witnessed substantial
expansion in their banking systems, stock markets, and financial
intermediaries, fuelled by rapid economic development, urbanisation, and
increased access to financial services. Their financial sectors have evolved in
the past few years to cater to the diverse needs of their humungous
populations, offering a wide range of products and services, from traditional
banking and insurance to innovative fin-tech solutions. Furthermore, BRICS
countries, assisted by digitalisation, have taken steps to enhance regulatory
frameworks, improve financial inclusion, and promote cross-border financial

47 “DIGITAL PAYMENTS AND THEIR IMPACT ON THE INDIAN ECONOMY, IBEF,” India Brand Equity Foundation, n.d.,
https://www.ibef. org/research/case-study/digital-payments-and-their-impact-on-the-indian-economy.

48 K. Selvasundaram, S. Sagathevan, and Murtala Abdu, “Financial Development and Economic Growth in BRICS Revisited: An
Application of Cross-sectional Augmented ARDL,” International Social Science Journal 72, no. 245 (July 2022): 799-812,
doi:10.1111/issj.12364; Biplab Kumar Guru and Inder Sekhar Yadav, “Financial Development and Economic Growth: Panel Evidence
from BRICS,” Journal of Economics, Finance and Administrative Science 24, no. 47 (February 2019): 113-126, doi:10.1108/jefas-12-
2017-0125.

4 “OECD (2020), Digital Disruption in Banking and its Impact on Competition http://www.oecd.org/daf/competition/digital-
disruption-in-financial-markets.htm”

50 “Report on India’s Trillion Dollar Digital Opportunity Released,” n.d.,
https://www.pib.gov.in/PressReleaselframePage.aspx?PRID=1565669.

51 lbidem.
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integration, positioning themselves as influential players in the global
financial landscape. Despite the vast evidence on the impact of digitalisation
on financial development, this area has yet to be researched for the BRICS
economy.

The paper has been organised as follows: Section 2 deals with the literature
review, Section 3 deals with data and methodology, Section 4 discusses
Results and Analysis, and Section 5 gives the study’s Conclusion and provides
implications for the policymakers.

2. Literature Review

Much research has already been done regarding the relationships between
digitalisation and economic growth with financial development for various
nations and country groups. Different research groups have established
different types of relations between digitalisation, economic growth and
financial development.

2.1. Economic growth and financial development

The relationship between financial development and economic growth is
studied, and the discussion can be split into two views. The first view suggests
that financial development leads to the country’s economic growth.5? This is
because financial development leads to optimum resource distribution,
advancement in technology> reduces information asymmetry, decreases
monitoring cost, decreases traction cost, increases financial inclusion, and>*
reduces risks by creating diversified portfolios and increasing liquidity, thus
boosting economic growth through increasing demand in the market.>* The

52 Biplab Kumar Guru and Inder Sekhar Yadav, “Financial Development and Economic Growth: Panel Evidence from BRICS,” Journal
of Economics, Finance and Administrative Science 24, no. 47 (February 2019): 113-126, doi:10.1108/jefas-12-2017-0125; Jubitza
Franciskovic and Francesc Miralles, “The Use of the Mobile Phone in the Rural Zones of Peru,” Journal of Economics, Finance and
Administrative Science 26, no. 52 (August 2021): 390-399, doi:10.1108/jefas-03-2021-0013; Mohammad Salahuddin and Jeff Gow,
“The Effects of Internet Usage, Financial Development and Trade Openness on Economic Growth in South Africa: A Time Series
Analysis,” Telematics and Informatics 33, no. 4 (November 2016): 1141-1154, doi:10.1016/j.tele.2015.11.006; Najia Saqib, “Review
of Literature on Finance-Growth Nexus.” Social Science Research Network, Journal, Vol. 5 No. 4, (January 2015): 175-195.
https://doi.org/10.2139/ssrn.3288751.

53 John G. Gurley; Shaw, E. S. “Financial aspects of economic development”, The American Economic Review, Vol. 45 No. 4 (1955):
515-538; Joseph A. Schumpeter and Ursula Backhaus, “The Theory of Economic Development.” In Kluwer Academic Publishers
EBooks, (2003): 61-116. https://doi.org/10.1007/0-306-48082-4_3; John Thornton, and Sri Ram Poudyal. “Money and Capital in
Economic Development: A Test of the McKinnon Hypothesis for Nepal: Note.” Journal of Money, Credit and Banking 22, no. 3 (1990):
395-99. https:// doi.org/10.2307/1992568.

54 Robert.G. King, and Ross Levine. “Finance and Growth: Schumpeter Might Be Right.” Quarterly Journal of Economics 108, no. 3
(August 1993): 717-737. https://doi.org/10.2307/2118406.

%5 Robert.G. King, and Ross Levine. “Finance and Growth: Schumpeter Might Be Right.” Quarterly Journal of Economics 108, no. 3
(August 1993): 717-737. https://doi.org/10.2307/2118406; Gilles Saint-Paul, “Technological Choice, Financial Markets and
Economic Development,” European Economic Review 36, no. 4 (May 1992): 763-781, doi:10.1016/0014-2921(92)90056-3.
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alternate view supports that financial development is the result of economic
growth.*¢ This is due to the reason that growth in the economy leads to a
larger population accessing financial services, an increase in the types of
financial services, an increase in market and capital instruments, the
development of a larger number of financial institutions, new government
initiatives for financial inclusions, etc. thus leading to the overall financial
development of the nation. A positive and highly significant relationship
exists between financial development and economic growth up to some
point, beyond which it turns negative and significant. Excessive supply of
private credit harms the economy, slowing its growth.>’

2.2 Digitalisation and Financial Development

Many researchers have also studied the effect of digitalisation. Some studies
suggest that increasing digital footprint and ICT infrastructure increases
overall financial development.*® The improvement in ICT infrastructure and
increase in digitalisation led to a reduction in information asymmetry,
reduced transaction costs, removal of intermediaries, increase in the speed
of financial transactions and improved the accessibility of the financial
product to a larger mass, thus having far-reaching impact on financial
developments. At the same time, another set of thought delineates that the
increase in digitalisation is due to the demand for financial development, and
an increase in financial development leads to higher digitalisation in the
economy. > Financial development increases the access of the financial
market to a larger population, and hence, there is a need for increasing

56 Simplice A. Asongu and Nicholas M. Odhiambo, “Mobile Banking Usage, Quality of Growth, Inequality and Poverty in Developing
Countries,” Information Development 35, no. 2 (November 2017): 303-318, doi:10.1177/0266666917744006; Madhu Sehrawat &
A.K. Giri, “Panel Data Analysis of Financial Development, Economic Growth and Rural-Urban Income Inequality.” International
Journal of Social Economics, Vol. 43 No. 10 (2016): 998-1015. https://ideas.repec.org/a/eme/ijsepp/v43y2016i10p998-1015.html.

57 K. Selvasundaram, S. Sagathevan, and Murtala Abdu, “Financial Development and Economic Growth in BRICS Revisited: An
Application of Cross-sectional Augmented ARDL,” International Social Science Journal 72, no. 245 (July 2022): 799-812,
doi:10.1111/issj.12364.

%8 Joshua Yindenaba Abor, Mohammed Amidu, and Haruna Issahaku, “Mobile Telephony, Financial Inclusion and Inclusive Growth,”
Journal of African Business 19, no. 3 (January 2018): 430-453, doi:10.1080/15228916.2017.1419332; Addisu et al., “Mobile Phones
for Financial Inclusion: What Explains the Diffusion of Mobile Money Innovations?,” Research Policy 48, no. 5 (June 2019): 1201—
1215, doi:10.1016/j.respol.2018.12.010; Adam Marszk and Ewa Lechman, “New Technologies and Diffusion of Innovative Financial
Products: Evidence on Exchange-Traded Funds in Selected Emerging and Developed Economies,” Journal of Macroeconomics 62
(December 2019): 103064, doi:10.1016/j.jmacro.2018.10.001; Rudra P. Pradhan et al., “ICT-Finance-Growth Nexus: Empirical
Evidence from the Next-11 Countries,” Cuadernos De Economia: Spanish Journal of Economics and Finance 40, no. 113 (May 2017):
115-134, d0i:10.1016/j.cesjef.2016.02.003.

59 “Tough Chinoda & Farai Kwenda, “Do Mobile Phones, Economic Growth, Bank Competition and Stability Matter for Financial

Inclusion in Africa?,” Ideas.Repec.Org, 2019, https://doi.org/10.1080/23322039.2019.1622180”; Anupam Das, Murshed Chowdhury,
and Sariah Seaborn, “ICT Diffusion, Financial Development and Economic Growth: New Evidence from Low and Lower Middle-
Income Countries,” Journal of the Knowledge Economy 9, no. 3 (May 2016): 928—947, doi:10.1007/s13132-016-0383-7; Sanjaya et
al., “Has Expansion of Mobile Phone and Internet Use Spurred Financial Inclusion in the SAARC Countries?,” Financial Innovation 4,

no. 1 (March 2018), doi:10.1186/ s40854-018-0089-x.
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accessibility through improving digitalisation and communication
technology. Thus, financial development leads to a pull for ICT development.

2.3. Digitalisation and Economic Development

Economic growth is also affected by ICT and vice versa. The investigation of
their relationship is also three-pronged. Some researchers found that ICT
infrastructure development boosts the nation’s economic growth.% This is
because ICT development increases the distribution efficiency of the
economy, increases the accessibility for the public to essential public
services, and reduces corruption levels by increasing transparency. Growth
in ICT also increases employment opportunities, skill development and a
higher share of the tertiary sector of the economy. Another wing of the
literature believes that economic growth creates a better environment for
the development of ICT infrastructure by increasing the ICT level of the
country.® According to their theory, economic growth increases the capacity
of the government and the private sector for investment in ICT
infrastructure. Alternatively, the literature also advocates that ICT
development and economic growth go hand in hand as one affects another.®?
This can be viewed because economic growth provides investment capacity
for ICT, further increasing economic efficiency, thus both having augmenting
effects on each other.

2.4. Digitalisation, economic growth and financial development

There have been many studies relating to ICT economic growth and financial
development relationships for various countries and regions. For Europe,
studies have been done by Ha, Marszk and Lechman® where a positive

60 Rudra P. Pradhan et al., “ICT-Finance-Growth Nexus: Empirical Evidence from the Next-11 Countries,” Cuadernos De Economia:
Spanish

Journal of Economics and Finance 40, no. 113 (May 2017): 115-134, doi:10.1016/j.cesjef.2016.02.003; Yeong-Wha Sawng, Pang-
Ryong Kim, and Jiyoung Park, “ICT Investment and GDP Growth: Causality Analysis for the Case of Korea,” Telecommunications
Policy 45, no. 7 (August 2021): 102157, doi:10.1016/j.telpol.2021.102157.

&1 Jung-Wan Lee, “EMPIRICAL EVIDENCE OF CAUSALITY BETWEEN INFORMATION COMMUNICATIONS TECHNOLOGY AND
ECONOMIC GROWTH IN CHINA, JAPAN AND SOUTH KOREA,” 2011, https://www.semanticscholar.org/paper/EMPIRICAL-EVIDENCE-
OF-CAUSALITY-BETWEEN-INFORMATION-Lee/f441572dc5ca66d3867ebfb030cfcc4ce5762ed8; Mohammad Salahuddin and Jeff
Gow, “The Effects of Internet Usage, Financial Development and Trade Openness on Economic Growth in South Africa: A Time Series
Analysis,” Telematics and Informatics 33, no. 4 (November 2016): 1141-1154, doi:10.1016/j.tele.2015.11.006.

62 Chandana Chakraborty and Banani Nandi, “‘Mainline’ Telecommunications Infrastructure, Levels of Development and Economic
Growth: Evidence from a Panel of Developing Countries,” Telecommunications Policy 35, no. 5 (June 2011): 441-449, doi:10.1016/j.
telpol.2011.03.004; Jorah Ramlan and Elsadig Musa Ahmed, “Information and Communication Technology (ICT) and Human Capital
Management Trend in Malaysia’s Economic Development,” Applied Economics Letters 16, no. 18 (December 2009): 1881-1886,
doi:10.1080/13504850701719637.

6 Adam Marszk and Ewa Lechman, “Reshaping Financial Systems: The Role of ICT in the Diffusion of Financial Innovations — Recent
Evidence from European Countries,” Technological Forecasting and Social Change 167 (June 2021): 120683,
doi:10.1016/j.techfore.2021.120683.
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relationship is established between ICT penetration and financial
development for European nations. Ha (2022) demonstrated that
digitalisation in the public sector and business and individual digital skills
boost financial growth while digitalisation increases individual-level
consumption and hinders financial development. The effects of e-commerce
and e-governance are far-reaching on financial markets and financial
institutions, respectively. Marszk and Lechman measure the financial
development by diffusion of ETFs in the financial market. They found that ICT
promotes the distribution of ETFs irrespective of other possible determinants
like GDP per capita, Gross Fixed Capital Formation, net FDI inflows, trade
openness, taxes on income, profit and capital gains on revenue. Huynh and
Tran® find that in the ASEAN region, ICT measured by internet usage can
strongly stimulate financial development through the channel of money
supply more than domestic credit. Pradhan et al.®> studied the relationship
between ICT, financial development and economic growth for the NEXT 11
countries. They found a Granger causality in both the long and short run.
Financial development and economic growth reinforce one another in a
causal relationship. Internet server penetration was found to have a larger
effect on financial development, but the reverse was not valid. Financial
sector development impacted fixed broadband penetration. Igwilo and
Sabindi® demonstrated the positive effect of ICT development on the stock
market in African countries. Stock market trade volume was positively
related to mobile phone usage and broadband users. Stock market
capitalisation and turnover ratio were found to be positively associated with
fixed telephone usage.

Ibrahim and Sare® establish that trade openness has a more significant
impact on private credit than human capital. In contrast, human capital
significantly impacts domestic credit more than trade openness. Both of the
factors, trade openness and human capital, were suggested as important for

64 Cong Minh Huynh and Quoc Duy Tran, “ICT and Financial Development: Empirical Evidence from ASEAN Countries,” ResearchGate,
January 2022,
https://www.researchgate.net/publication/357839272_ICT_and_financial_development_Empirical_evidence_from_ASEAN_count
ries.

 Rudra P. Pradhan et al., “ICT-Finance-Growth Nexus: Empirical Evidence from the Next-11 Countries,” Cuadernos De Economia:
Spanish Journal of Economics and Finance 40, no. 113 (May 2017): 115-134, doi:10.1016/j.cesjef.2016.02.003.

€ Jerry Ikechukwu Igwilo and Athenia Bongani Sibindi, “ICT Adoption and Stock Market Development: Empirical Evidence Using a
Panel of African Countries,” Risks 10, no. 2 (January 2022): 25, doi:10.3390/risks10020025.

7 Muazu Ibrahim and Yakubu Awudu Sare, “Determinants of Financial Development in Africa: How Robust Is the Interactive Effect
of Trade Openness and Human Capital?,” Economic Analysis and Policy 60 (December 2018): 18-26,
doi:10.1016/j.eap.2018.09.002.
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financial development in African nations. Manasseh et al. % studied the
impact of digital financial innovation on financial development in COMESA
countries. They found that digital financial innovation significantly impacts
financial system development in the long run. They also suggested that
institutional quality and macroeconomic stability are essential for financial
development. According to Raifu et al.®®, ICT improves financial depth and
access but reduces financial stability and efficiency in the African region. Sassi
and Goaied 7° found a positive relation between ICT and financial
development in MENA, a positive relation between ICT and economic
growth, and a negative relation between financial development and
economic growth, concluding finally that these nations can benefit from
financial development only after reaching a threshold in the development of
ICT. Alshubiri et al., 7* after studying the impact of ICT on financial
development, found a positive influence of factors of ICT development like
broadband and internet users in Gulf Cooperation Council countries. Gheraia
et al.,?” a study on Saudi Arabia, confirms a similar relationship, namely, that
ICT development increases the role of financial development on economic
growth.

For low- and high-income countries, Cheng et al.?® studied the tripartite
relation between ICT diffusion, financial development and economic growth.
They established that regardless of the income level of the nation, financial
development hurts economic growth with an increasing effect on high-
income countries; ICT development factors such as internet usage and secure
internet servers increase economic growth in high-income countries but have
ambiguous effects on middle-- and low-income countries where only the
mobile use have a positive impact on economic growth. ICT development and
financial development have a positive relationship in all countries, thus
suggesting that ICT can minimise the negative effect of financial development
on the economic growth of high-income nations. Kumari and Singh?® found
that for low-income groups, the ICT infrastructure, financial development,
and trade openness boost economic growth, while the opposite is true for
High-income country groups. Individual digitalisation factors like internet

% Charles 0. Manasseh et al., “Impact of Digital Financial Innovation on Financial System Development in Common Market for
Eastern and Southern Africa (COMESA) Countries,” Asian Journal of Economics and Banking, April 2023, doi:10.1108/ajeb-04-2022-
0041.

% Isiaka Akande Raifu, Ismaila Adeleye Okunoye & Alarudeen Aminu. “The Effect of ICT on Financial Sector Development in Africa:
Does Regulatory Quality Matter?” Taylor & Francis, n.d. https://www.tandfonline.com/doi/full/10.1080/02681102.2023.2233458.
70 Seifallah Sassi and Mohamed Goaied, “Financial Development, ICT Diffusion and Economic Growth: Lessons from MENA Region,”
Telecommunications Policy 37, no. 4-5 (May 2013): 252-261, doi:10.1016/].telpol.2012.12.004.

"1 Faris Alshubiri, Syed Ahsan Jamil, and Mohamed Elheddad, “The Impact of ICT on Financial Development: Empirical Evidence from
the
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usage, secure internet servers, and broadband and telephone connections
positively affect the country’s economic growth, as measured by GDP per
capita. ICT and financial development only have a positive effect on economic
growth. The Difference can only be seen when trade openness is added as a
factor. Also, they concluded that financial development enhances the ICT
infrastructure in the nation. However, the interaction between financial
development and ICT with trade openness contrasts for countries’ lower-and
higher-income groups. Similar to a study by Verma et al.*® for a group of
developing countries, it was found that ICT (fixed telephone subscription,
mobile cellular subscription, fixed broadband subscription, individual using
Internet), financial development and trade openness boost the economic
growth of these nations. Their result further showed a bidirectional causal
relationship between financial development growth and ICT development
but a unidirectional causal relation from financial development to ICT
growth.

Guru and Yadav3! studied the financial development and economic growth of
BRICS nations in-depth and found that the banking sector and stock market
development

Gulf Cooperation Council Countries,” International Journal of Engineering Business Management 11 (January 2019):
184797901987067, doi:10.1177/1847979019870670.

27 Gheraia Zouheyr, Mehdi Abid, Habib Sekrafi and Hanane Abdelli. “The Moderating Role of ICT Diffusion between
Financial Development and Economic Growth: A Bootstrap ARDL Approach in Saudi Arabia.” Taylor & Francis, n.d.
https://www.tandfonline.com/doi/full/1 0.1080/02681102.2021.1998759.

28 Chih-Yang Cheng, Mei-Se Chien, and Chien-Chiang Lee, “ICT Diffusion, Financial Development, and Economic Growth:
An International Cross-Country Analysis,” Economic Modelling 94 (January 2021): 662—671, doi:10.1016/j.econmod.2020.02.008.

29 Ranjana Kumari and Sunil Kumar Singh, “Impact of ICT Infrastructure, Financial Development, and Trade Openness on
Economic Growth: New Evidence from Low- and High-Income Countries,” Journal of the Knowledge Economy, May 2023,
doi:10.1007/s13132-023-01332-7.

30 Anushka Verma, Prajakta Sandeep Dandgawhal, and Arun Kumar Giri, “Impact of ICT Diffusion and Financial
Development on Economic Growth in Developing Countries,” Journal of Economics, Finance and Administrative Science 28, no. 55
(April 2023): 27-43, doi:10.1108/ jefas-09-2021-0185.

31 Biplab Kumar Guru and Inder Sekhar Yadav, “Financial Development and Economic Growth: Panel Evidence from
BRICS,” Journal of Economics, Finance and Administrative Science 24, no. 47 (February 2019): 113—126, doi:10.1108/jefas-12-2017-
0125.

indices play complementary roles in economic growth measured by the per
capita GDP of the nations. Selvasundaram et al.” found that an excessive
supply of private credit in the financial sector slows down economic growth
measured in terms of GDP per capita in BRICS nations. Lazanyuk and
Revinova®* recommend that digitalisation measured in terms of the Digital

72 K. Selvasundaram, S. Sagathevan, and Murtala Abdu, “Financial Development and Economic Growth in BRICS Revisited: An
Application of Cross-sectional Augmented ARDL,” International Social Science Journal 72, no. 245 (July 2022): 799-812,
doi:10.1111/issj.12364. 33 Inna Lazanyuk and Svetlana Revinova, Digital Economy in the BRICS Countries: Myth or Reality? 2019,
doi:10.2991/iscde-19.2019.97.
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Economy Index and Telecommunication Infrastructure Index calculated
based on several indicators like the number of PCs, number of users, number
of telephone lines and other relevant indicators, has a positive effect on the
economy only after reaching the distribution and use of ICT at a certain
critical point. No relation between financial development and ICT and
economic growth was obtained in this study. Digitalisation has had and
continues to have a meaningful impact on a nation’s economic and social
growth. Digitalisation is growing.

Though the literature mentioned above covered many aspects of various
types of relationships between ICT development, economic growth and
financial development, there have been no comprehensive studies regarding
the effect of digitalisation and economic growth on the financial
development of BRICS nations. This paper is unique in that it focuses on the
impact of digitalisation on the financial development of BRICS countries with
different economic conditions of the nations.

3. Data and Methodology

The study includes the data for five countries of BRICS viz., Brazil, Russia,
India, China and South Africa, from 2010 to 2022. This study’s data set
comprises independent variables representing digitalisation, economic
growth, and financial parameters. The data is obtained for annual frequency
from the World Bank and Federal Reserve Economic Data (FRED).

The variables considered in the studies are broadly divided into three
categories - Digitalisation factors, Financial Development outcomes, and
economic growth factors as control variables.

Taking a cue from the literature, the growth factors included are foreign
direct investment (FDI), GDP growth (GDPG), trade openness of goods and
services (TO), and inflation (INF).”® The financial factors defining the financial
development examined for the study are the Treasury bill interest rate (TBR),
Official Exchange Rate (EXR), and Net Foreign Portfolio Investment (FPI).

FDI is measured in terms of Net FDI of inflow and outflow as a percentage of
the economy’s GDP. Trade openness is measured in terms of the total trade
volume of goods and services as a percentage of GDP. The official exchange
rate has been taken regarding the ratio of local currency units to US dollars
averaging out for the year. The GDP Growth rate is taken as the annual

7 Inna Lazanyuk and Svetlana Revinova, Digital Economy in the BRICS Countries: Myth or Reality?, 2019, doi:10.2991/iscde -
19.2019.97; Le Thanh Ha, “Effects of Digitalization on Financialization: Empirical Evidence from European Countries,” Technology in
Society 68 (February 2022): 101851, doi:10.1016/j.techsoc.2021.101851.
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percentage of growth of the country’s GDP. Inflation is measured as Inflation,
GDP deflator (annual %), defined as the rate of price change in the economy
as a whole. The GDP implicit deflator is the ratio of GDP in current local
currency to GDP in constant local currency.

Net Foreign Portfolio Investment is defined as equity and debt securities
transactions. It is another parameter to define financial development. T-bill
rate has been taken for considering the prevailing risk-free interest rate for
each calendar quarter, or part thereof, the interest rate of the last auction in
the preceding calendar of 91-day respective government Treasury Bills or
Short-term government securities issued by the government for maintaining
liquidity.

Various studies have used multiple indicators to measure digitalisation. Still,
most of them used ICT development measurement by fixed broadband
subscriptions per 100 people (FBS), mobile cellular subscription per 100
people (MCS), secure internet servers per million population (SIS) and ICT
goods imports as a percentage of total goods imports (1Gl).”* In this study, we
also take these variables as a proxy for digitalisation. In contrast, individuals
using the Internet as a percentage of the population (1Ul) are taken as a proxy
for Internet literacy.

The financial development is measured by using Broad Money as a
percentage of GDP (BM) by identifying variables from other literature, such
as by.”> Broad money is termed as the sum of currency outsi de banks;

74 Seifallah Sassi and Mohamed Goaied, “Financial Development, ICT Diffusion and Economic Growth: Lessons from MENA Region,”
Telecommunications Policy 37, no. 4-5 (May 2013): 252-261, doi:10.1016/j.telpol.2012.12.004; Ranjana Kumari and Sunil Kumar
Singh, “Impact of ICT Infrastructure, Financial Development, and Trade Openness on Economic Growth: New Evidence from Low-
and High-Income Countries,” Journal of the Knowledge Economy, May 2023, doi:10.1007/s13132-023-01332-7; Cong Minh Huynh
and Quoc Duy Tran, “ICT and Financial Development: Empirical Evidence from ASEAN Countries,” ResearchGate, January 2022,
https://www.researchgate.net/
publication/357839272_ICT_and_financial_development_Empirical_evidence_from_ASEAN_countries; Chih-Yang Cheng, Mei-Se
Chien, and Chien-Chiang Lee, “ICT Diffusion, Financial Development, and Economic Growth: An International Cross-Country Analysis,”
Economic Modelling 94 (January 2021): 662-671, doi:10.1016/j.econmod.2020.02.008; Isiaka Akande Raifu, Ismaila Adeleye
Okunoye & Alarudeen Aminu. “The Effect of ICT on Financial Sector Development in Africa: Does Regulatory Quality Matter?” Taylor
& Francis, n.d. https:// www.tandfonline.com/doi/full/10.1080/02681102.2023.2233458; Anushka Verma, Prajakta Sandeep
Dandgawhal, and Arun Kumar

Giri, “Impact of ICT Diffusion and Financial Development on Economic Growth in Developing Countries,” Journal of Economics,
Finance and Administrative Science 28, no. 55 (April 2023): 27-43, doi:10.1108/jefas-09-2021-0185;

75 Faris Alshubiri, Syed Ahsan Jamil, and Mohamed Elheddad, “The Impact of ICT on Financial Development: Empirical Evidence from
the Gulf Cooperation Council Countries,” International Journal of Engineering Business Management 11 (January 2019):
184797901987067, doi:10.1177/1847979019870670; Rudra P. Pradhan et al., “ICT-Finance-Growth Nexus: Empirical Evidence from
the Next-11 Countries,” Cuadernos De Economia: Spanish Journal of Economics and Finance 40, no. 113 (May 2017): 115-134,
doi:10.1016/j.cesjef.2016.02.003; Cong Minh Huynh and Quoc Duy Tran, “ICT and Financial Development: Empirical Evidence from
ASEAN Countries,” ResearchGate, January 2022,
https://www.researchgate.net/publication/357839272_ICT_and_financial_development_Empirical_evidence_from_ASEAN_
countries; Jerry lkechukwu Igwilo and Athenia Bongani Sibindi, “ICT Adoption and Stock Market Development: Empirical Evidence
Using a Panel of African Countries,” Risks 10, no. 2 (January 2022): 25, doi:10.3390/risks10020025; Biplab Kumar Guru and Inder
Sekhar Yadav, “Financial Development and Economic Growth: Panel Evidence from BRICS,” Journal of Economics, Finance and
Administrative Science 24, no. 47 (February 2019): 113-126, doi:10.1108/jefas-12-2017-0125.

60



Ashima Arora, Ram Narayan Sahu, Parul Behl
Analysis of the Impact of Digitalization and Internet Literacy on the
Financial Development of an Economy: A Study of BRICS Economies

demand deposits other than those of the central government; the time,
savings, and foreign currency deposits of resident sectors other than the
central government; bank and traveller’s checks; and other securities such as
certificates of deposit and commercial paper.

The details of the data are provided in Table 1. The descriptive statistics for

the panel set of variables are presented in Table 2.

Table 1. Variable Description

Variable Description Symbol

Broad Money The sum of currency outside banks as % of BM
GDP

Exchange Rate Official Dollar-to-Domestic Currency Ratio EXR

Foreign Direct Investment Net FDI Investment as % of GDP FDI

Fixed Broadband Fixed broadband subscriptions per 100 FBS

Subscription people

Foreign Portfolio Investment |Portfolio investment, net (BoP, current USS)  |FRI

GDP Growth Rate GDP growth (annual %) GDPG

Gross Fixed Capital Gross fixed capital formation (% of GDP) GFCF

Formation

ICT Goods imports ICT goods imports as a percentage of total 1GI
goods imports

Individual using Internet Individuals using the Internet as a percentage |IUI
of the population

Inflation Inflation, GDP deflator (annual %) INF

Secured Internet Servers Secure internet servers per million SIS
population

Mobile Cellphone Subscriber | Mobile cellular subscription per 100 people MCS

T-Bill Yield Rate Short-term 3-month yield of Treasury bill TBR
issued by government

Trade Openness The sum of exports and imports as % of GDP | TO

The descriptive statistics show that there is heterogeneity in fixed broadband
connection, internet users, inflation, exchange rate, and secured internet
connections. These variables are highly dispersed around the mean value.
This could be attributed to the sample countries under study being BRICS.

The paper employs panel data regression analysis where we apply pooled
least square, random effect and fixed effect regression models. The pooled
estimation model ignores the heterogeneity across the individuals/ groups in
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the study’s sample data. Pooled models thereby provide coefficients of
independent variables that are the same across groups or individuals. In
contrast, fixed effect models (FEM) give due consideration to the unobserved
heterogeneity in the sample data by inducting a set of dummy variables for
individuals/ groups. FEM thereby provides more accurate estimates of the
coefficients of the independent variables by controlling for their individual
specific effects that may be correlated with the independent variables.
Further, since the number of cross-sections is lesser than the number of
coefficients between estimators in our sample, random effect model
estimation cannot be applied. This leaves the study with only two estimation
models: pooled and fixed effect estimation models.

Table 2. Descriptive Statistics
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The estimation models tested are as

follows: The estimation models tested are as
follows:
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In this study, the Digitalization variables are changed to each other to
examine their individual effect on the Financial Development of an economy.

4. Results and Analysis

A key aspect of this study is the identification of the effect of digitalisation on
the financial development of an economy. The study explores the
relationship between digitalisation and financial development for the BRICS
economy because this bloc of economic integration through its economic,
financial and regional integration has contributed to an increased output
share in the world in the past two decades. BRICS output, driven by factors
like consumption, surging economic activities, investments, and trade, has
resulted in increasing their contribution to the world economic output from
16.4% in 2000 to 30.5% in 2020.7® Therefore, it highlights the significant
potential this heterogeneous bloc of economies holds in becoming the future
engine of growth for the world. The result of the analysis is discussed as
follows. 4.1. Test of stationarity and correlation analysis

First, the correlation analysis was conducted on all the variables to identify
the pattern, trend and possibility of a relationship between the variables. It
was found that positive and negative directions existed, as well as strong
and weak strengths in the relationship between the variables.

76 “IMF Survey: BRICs Drive Global Economic Recovery,” IMF, September 2015,
https://www.imf.org/en/News/Articles/2015/09/28/04/53/sorea072209a.
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Subsequently, to achieve the robustness of the variable used in the study, all
variables are tested for stationarity using the panel unit root test. The results
for Phillips— Perron Fisher unit root test’” unit root tests are given in Table
4. The analysis of the panel unit root test results finds that all the variables
are stationary at integration order 1, i.e., at the first difference level.

Table 4. Panel Root Test Result
Statistics
Series Integration
Level 1st Difference Ogr der

9.0369 47.9398*

EXR I(1
(0.5286) (0) (1)
39.5799* 54.071*

FDI 1(1)
(0) (0)
19.0237** 52.0412*

FBS I(1
(0.04) (0) (1)

ER 24.8732* 52.6261* 1)
(0.0056) (0)

GDPG 31.4907* 49.7992* 1)
(0.0005) (0)
0* 44.2078*

GFCF 1(1)
(0) (0)
15.4361 48.8496*

1GI I(1
(0.117) (0) (1)

4 . **

Ul 8.4617 21.283 (1)
(0.5838) (0.0192)

INF 23.2788* 55.3977* 1)
(0.0098) (0)

SIS 0.1103 16.3873*** 1)
(1) (0.0891)
18.9315** 24.6468*

MCS I(1
(0.0411) (0.0061) (1)
o* 37.7276*

TBR I(1)
(0) (0)
0* 34.18*

TO (1
(0) (0.0002) (1)

77 In Choi, “Unit Root Tests for Panel Data,” Journal of International Money and Finance 20, no. 2 (April 2001): 249-272,
doi:10.1016/ s0261-5606(00)00048-6.

66



Ashima Arora, Ram Narayan Sahu, Parul Behl
Analysis of the Impact of Digitalization and Internet Literacy on the
Financial Development of an Economy: A Study of BRICS Economies

4.2. Estimated regression equations

Table 4 shows the results for factors impacting the financial development of
BRICS economies for 13 years from 2010 to 2023. For all the models, fixed
effects model (FEM) results have been analysed and discussed over pooled
panel data regression results as FEM provides more accurate estimates of the
coefficients of the variables by considering heterogeneity in the sample data.
In all the models of our regression analysis, the model manages to explain
more than 88% of the variation in the financial development of an economy.
Also, in all the models, DW statistics appear to be around 2, indicating the
absence of autocorrelation amongst the residuals. Further, all the models are
relevant as relayed by significant F-statistics.

In Model 1, we find that GDP, trade openness, and the exchange rate have a
significant negative impact on the financial development of an economy. In
contrast, foreign portfolio investments and local investments have a
significant positive impact on financial development. In Model 2, internet
literacy is found to significantly and positively influence the financial
development of the economies on average. Besides, trade openness and
exchange rates continue to have a significantly negative impact, while FPl and
local investments have a significant positive influence on the dependent
variable, the financial development of the economies. In Model 3,
digitalisation proxy, fixed broadband is found to have a significant positive
impact on the financial development of an economy, particularly for BRICS.
However, the same is not found to be true when the digitalisation effect is
analysed via proxy of internet servers in Model 4 and mobile cell subscription
in Model 5, as they are found to have an insignificant impact on financial
development. In contrast, ICT goods imports, another proxy for digitalisation,
have a significant positive impact on financial development, as found in
Model 6. Lastly, when the entire model is examined for the wholesome
impact of factors for economic development, financial development, internet
literacy and digitalisation in Model 7, it is found that economic growth and
exchange rate have a significant negative influence.

In contrast, local investment and FPI have a significant positive impact on
financial development. Interestingly, in model 7, while ICT goods imports
positively and significantly impacted financial development, the mobile cell
subscription was observed to have a significant negative impact on financial
development. Further, internet literacy has a consistent and significantly
positive influence on the financial development of an economy, which
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supports the existing literature findings.”® This can be attributed to the
understanding that while increasing digital skills, as well as the presence of
digitalisation in the public sector and business space, boosts financial
development at an individual level of consumption, it also hinders the
financial development of an economy.”

78 Charles O. Manasseh et al., “Impact of Digital Financial Innovation on Financial System Development in Common Market for
Eastern and Southern Africa (COMESA) Countries,” Asian Journal of Economics and Banking, April 2023, doi:10.1108/ajeb-04-2022-
0041.

79 Le Thanh Ha, “Effects of Digitalization on Financialization: Empirical Evidence from European Countries,” Technology in Society
68 (February 2022): 101851, doi:10.1016/j.techsoc.2021.101851.
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Table 5. Estimation of Regression Analysis

el 1 FEM lel 2 FEM el 3FEM
Variables Pooled Pooled Pooled
Intercept 1.0945 1.259 0.5701 0.7281 0.7483 0.9145
(1.0055) | (1.0061) | (0.9286) | (0.944) | (0.9656) | (0.9647)
FDI 0.0815 | -0.0349 | 0.2422 0.1559 0.2865 0.1757
(0.6018) | (0.6037) | (0.5504) | (0.5606) | (0.5778) (0.579)
GDPG - -0.4647 | -0.4433 -0.4164 |-0.528*** | -0.484%***
0.5225*** | (0.2947) | (0.268) (0.2725) | (0.2787) (0.2799)
(0.2929)
GFCF 4.2406* | 4.3593* | 4.1503* | 4.2364* | 3.9059* 4.0444*
(0.3477) | (0.3608) | (0.318) (0.3354) | (0.3546) | (0.3637)
TO -1.0948* | -1.296* - - - -0.8492**

(0.3229) | (0.3379) 0.5973*** | 0.777** |0.6501*** | (0.3646)
(0.3265) | (0.3526) | (0.3509)

EXR -1.0699* |[-1.0675* |-1.0199* |-1.0314* | -0.883* | -0.8868*
(0.1636) |(0.1705) |(0.1498) |(0.1579) | (0.1712) | (0.1764)
FRI 0* 0* 0* 0* 0* 0*
(0) (0) (0) (0) (0) (0)
INF 0.2534 | -0.0887 | -0.3519 | -0.2843 | -0.3325 | -0.2623
(0.2534) | (0.2559) | (0.238) | (0.2443) | (0.2509) | (0.2522)
TBR 0.3251 | 0.3865 | -0.0205 | 0.0664 | -0.0526 | 0.0289
(0.4902) | (0.4926) | (0.4575) | (0.466) | (0.4881) | (0.4879)
1l 0.3124* | 0.2907*
(0.0887) | (0.092)
FBS 0.6472** | 0.6479**
(0.2468) | (0.251)
SIS
MCS
IGI
R-squared 0.8722 | 0.882 | 0.8957 | 0.9013 | 0.8864 | 0.8956

Adjusted R-squared | 0.8539 0.8548 0.8786 0.8762 0.8678 0.869
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Durbin-Watson 1.7017 1.781 1.97 1.9727 1.9255 1.9766
stat
F-statistic 47.7619 | 32.3865 52.472 35.8327 | 47.6726 33.6641
Prob(F-statistic) 0 0 0 0 0 0
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lel 4 FEM el 5 FEM lel 6 FEM el 7 FEM
Pooled Pooled Pooled Pooled
0.9724 1.1551 1.2423 1.3958 0.362 0.4846 0.3906 | 0.4599
(1.0327) | (1.0399) | (1.0138) | (1.0151) | (0.748) | (0.7432) | (0.5798) | (0.5919)
0.123 0.0056 0.0273 | -0.0847 | 0.3839 0.2987 0.3518 | 0.3292
(0.6095) | (0.615) | (0.6032) | (0.6056) | (0.4454) | (0.4434) | (0.3426) | (0.3456)
-0.515%** | -0.4625 - -0.4923 - - -0.4683* -
(0.295) | (0.297) [0.5515*** | (0.2959) (0.4195*** (0.3741*** | (0.1706) |0.4639**
(0.2939) (0.2163) | (0.2156) (0.1743)
4.2288* | 4.3443*% | 4.2598* |4.3748* | 1.6878* 1.7704* | 2.1524* | 2.1355*
(0.3503) | (0.3651) | (0.3478) | (0.361) | (0.448) (0.4619) | (0.3692) | (0.3734)
-1.0145* |-1.2232* | -1.165* |-1.3593* | -0.1971 | -0.3544 | 0.0704 | -0.0057
(0.3527) |(0.3772) | (0.3292) |(0.3437) | (0.2707) | (0.2827) | (0.2255) | (0.2394)
-1.1138* |-1.1103* |-1.1355*% |-1.1284* |-0.3624** |-0.3498** | -0.674* |-0.6491*
(0.1808) |(0.1965) | (0.1746) |(0.1809) | (0.1578) | (0.163) (0.1598) | (0.1811)
0* o* 0* 0* 0* 0* 0* 0*
(0) (0) (0) (0) (0) (0) (0) (0)
-0.1679 | -0.1038 | -0.0905 | -0.0342 | -0.1523 | -0.1089 | -0.2203 | -0.1847
(0.2567) | (0.2601) | (0.2591) | (0.2616) | (0.1866) | (0.1869) | (0.1484) | (0.15)
0.3094 0.3772 0.434 0.4869 0.4158 0.4442 0.2837 | 0.3143
(0.4938) | (0.4969) | (0.5002) | (0.5026) | (0.3613) | (0.3598) | (0.2953) | (0.2997)
0.4041 | 0.373**
(0.1328) | (0.153)
0.2198 | 0.2796
(0.4013) | (0.4805)
0.0003 0.0003 -0.0001 | -0.0001
(0.0006) | (0.0006) (0.0004) | (0.0004)
-0.0696 | -0.0657 -0.2954 (-0.2916*
(0.0653) | (0.0653) (0.0568) | (0.0589)
4.4558* | 4.3892* | 3.3891* | 3.3946*
(0.6416) | (0.6433) | (0.5307) | (0.5486)
0.873 0.8825 0.8748 0.8843 0.9319 0.9383 0.9637 | 0.9663
0.8522 0.8525 0.8543 0.8548 0.9208 0.9226 0.9544 | 0.9542
1.7668 1.8244 1.6329 1.7245 2.0115 2.1164 1.9548 | 2.0251
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41.9944

29.4519

42.683

29.9803

83.6188

59.6665

104.023

79.3529

0

0

0

0

0

0

0
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5. Conclusion

BRICS nations comprising five rapidly emerging economies — Brazil, Russia,
India, China, and South Africa have experienced unprecedented growth in
their economies, becoming major players on the global stage.® Also, these
countries have seen remarkable growth in financial sectors in the past two
decades. They have witnessed substantial expansion in their banking
systems, stock markets, and financial intermediaries, fuelled by rapid
economic development, urbanisation, and increased access to financial
services. Their financial sectors have evolved to cater to the diverse needs of
their humungous populations, offering a wide range of products and services,
from traditional banking and insurance to innovative fin-tech solutions. The
literature attributes much of this growth to the enormous investment and
growth in Information and Communication Technology (ICT) infrastructure or
digitalisation of the economy.® Keeping this in mind, the paper examined the
impact of internet literacy and digitalisation on the financial development of
BRICS economies using a panel regression analysis from 2010-2022. Even
though the relationship between digitalisation and economic growth,
financial development and economic growth, and digitalisation and financial
development have been abundantly explored by numerous studies, our
attention to the assessment of the impact of digitalisation and internet
literacy on financial development for BRICS is another dimension added to
the extant literature. Besides, we also examine various parameters such as
fixed broadband subscription, secure internet servers, mobile cell
subscription, and ICR good imports that represent digitalisation to examine
their impact on developing economies to examine their impacts individually.
The study’s findings reveal a positive association between digitalisation and
internet literacy factors on financial development. Fixed broadband
subscriptions and ICT goods imports emerged to impact the financial
development of an economy significantly and positively. Internet literacy also
emerged to significantly and positively impact the financial development of
an economy on average. The study results indicate that policymakers must
concentrate their efforts towards the simultaneous growth of digitalisation
infrastructure and internet literacy to catalyse the financial development
growth of its economy. The original value of the study lies in the fact that it

80 Charu Rastogi and Sanjaykumar M. Gaikwad, “A Study on Determinants of Human Capital Development in BRICS Nations,” FIIB
Business Review 6, no. 3 (July 2017): 38-50, do0i:10.1177/2455265820170307.

81 World Bank data, “World Bank Open Data,” World Bank Open Data, n.d., https://data.worldbank.org/; Huan Zhang, “Technology
Innovation, Economic Growth and Carbon Emissions in the Context of Carbon Neutrality: Evidence from BRICS,” Sustainability 13,
no. 20 (October 2021): 11138, doi:10.3390/su132011138; Chih-Yang et al., “ICT Diffusion, Financial Development, and Economic
Growth: An Inter national Cross-Country Analysis,” Economic Modelling 94 (January 2021): 662-671,
doi:10.1016/j.econmod.2020.02.008.
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is the first study of its kind, to the best of the author’s knowledge, that
examines the impact of both digitalisation and internet literacy on the
financial development of the BRICS economy. The study can be taken forward
by examining the influence of digitalisation and internet literacy on the
recent development in the economic bloc of BRICS to the BRICS plus
economies and finding its implications.
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List and Definition of Variables with Sources

Sl.

No.

Variable

Annotation

Definition

Literature

1

Foreign direct
investment, net
(% of GDP)

FDI

Foreign direct investments are the
net inflows of investment to
acquire a lasting management
interest (10 per cent or more of
voting stock) in an enterprise
operating in an economy other
than the investor’s. It is the sum of
equity capital, reinvestment of
earnings, other long-term capital,
and short-term capital, as shown
in the balance of payments. This
series shows net inflows minus net
outflows from foreign investors
divided by GDP in the reporting
economy.

(World Bank, n.d.)

Has2, lbrahim

et al.83

Trade
(openness) of
goods and
services (% of

GDP)

TO0

Trade openness is measured in
terms of the sum of exports and
imports of goods and services
measured as a share of gross
domestic product.

(World Bank, n.d.)

Ha®, Verma
et al.ss,
Huynh and
Tran®

82 e Thanh Ha, “Effects of Digitalization on Financialization: Empirical Evidence from European Countries,” Technology in Society
68 (February 2022): 101851, doi:10.1016/j.techsoc.2021.101851.
83 Muazu Ibrahim and Yakubu Awudu Sare, “Determinants of Financial Development in Africa: How Robust Is the Interactive Effect
of Trade Openness and Human Capital?,” Economic Analysis and Policy 60 (December 2018): 18-26,
doi:10.1016/j.eap.2018.09.002.
84 Le Thanh Ha (n 44)

85 Anushka Verma, Prajakta Sandeep Dandgawhal, and Arun Kumar Giri, “Impact of ICT Diffusion and Financial Development on
Economic Growth in Developing Countries,” Journal of Economics, Finance and Administrative Science 28, no. 55 (April 2023): 27—
43, doi:10.1108/ jefas-09-2021-0185.

86 Cong Minh Huynh and Quoc Duy Tran, “ICT and Financial Development: Empirical Evidence from ASEAN Countries,” ResearchGate,

January

2022,

https://www.researchgate.net/publication/357839272_ICT_and_financial_development_Empirical_evidence_from_ASEAN_count

ries.
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3

Official
exchange rate
(LCU per USS,
period average)

EXR

Official exchange rate refers to the
exchange rate determined by
national authorities or to the rate
determined in the legally
sanctioned exchange market. It is
calculated as an annual average
based on monthly averages (local
currency units relative to the U.S.
dollar). (World Bank, n.d.)

Kassa and
Lartey.8’

List and Definition of Variables with Sources

Sl.

No.

Variable

Annotation

Definition

Literature

4

GDP growth
(annual %)

GDPG

Annual percentage growth rate of
GDP at market prices based on
constant local currency.
Aggregates are based on constant
2015 prices, expressed in U.S.
dollars. GDP is the sum of gross
value added by all resident
producers in the economy plus
any product taxes and minus any
subsidies not included in the value
of the products. It is calculated
without making deductions for the
depreciation of fabricated assets
or for the depletion and
degradation of natural resources.
(World Bank, n.d.)

Raifu et al.9,
Huynh and
Tran3°

Inflation, GDP
deflator (annual
%)

INF

Inflation, as measured by the
annual growth rate of the GDP
implicit deflator, shows the rate of
price change in the economy as a
whole. The GDP implicit deflator is
the ratio of GDP in current local
currency to GDP in constant local
currency.

(World Bank, n.d.)

Raifu et al.53,

Verma et al.>2

87 Woubet Kassa and Emmanuel K. K. Lartey, Financial Development, Exchange Rate Regimes, and Growth Dynamics, World Bank,
Wash ington, DC EBooks, 2018, doi:10.1596/1813-9450-8562.
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6 Portfolio FRI Portfolio investment covers Makoni and
investment, net transactions in equity securities Marozva.>?
(BoP, current and debt securities. Data are in
uss) current U.S. dollars. (World Bank,
n.d.)
49 Isiaka Akande Raifu, Ismaila Adeleye Okunoye & Alarudeen Aminu. “The Effect of ICT on Financial Sector Development in Africa:

50

51
52

53

Does Regulatory Quality Matter?” Taylor & Francis, n.d.
https://www.tandfonline.com/doi/full/10.1080/02681102.2023.2233458.

Cong Minh Huynh and Quoc Duy Tran, “ICT and Financial Development: Empirical Evidence from ASEAN Countries,”
ResearchGate, January 2022,
https://www.researchgate.net/publication/357839272_ICT_and_financial_development_Empirical_evidence_from_ASEAN_c
ountries

Isiaka Akande Raifu (n 50)

Anushka Verma, Prajakta Sandeep Dandgawhal, and Arun Kumar Giri, “Impact of ICT Diffusion and Financial Development on
Economic Growth in Developing Countries,” Journal of Economics, Finance and Administrative Science 28, no. 55 (April 2023):
27-43, d0i:10.1108/ jefas-09-2021-0185.

Patricia Lindelwa Makoni and Godfrey Marozva, “The Nexus between Foreign Portfolio Investment and Financial Market
Development: Evidence from Mauritius,” ResearchGate, October 2018,
https://www.researchgate.net/publication/329152287_The_nexus_between_for
eign_portfolio_investment_and_financial_market_development_Evidence_from_Mauritius.

List and Definition of Variables with Sources

SI. Variable Annotation | Definition Literature

No.

7 Gross fixed GFCF Gross fixed capital formation Boamah et
capital (formerly gross domestic fixed al.54
formation investment) includes land
(% of GDP) improvements (fences, ditches,

drains, and so on); plant,
machinery, and equipment
purchases; and the construction
of roads, railways, and the like,
including schools, offices,
hospitals, private residential
dwellings, and commercial and
industrial buildings. According to
the 1993 SNA, net acquisitions of
valuables are also considered
capital formation.

(World Bank, n.d.)
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8 Treasury Bill
Yield Interest
Rate

TBR

The Treasury Bill is a money
market instrument issued by the
Government. The bill is issued as a
promissory note of repayment in
the future. They are issued at a
discount to the published nominal
value of government security (G-
sec). Here, 3-month or 90-day
rates and yields are taken as
Percent, Monthly, Not Seasonally
Adjusted. (World Bank, n.d.)

Kumar,
Stauvermann,
and

Vu.%s

54 John Boamah et al., “Financial Depth, Gross Fixed Capital Formation and Economic Growth: Empirical Analysis of 18 Asian
Economies,” Social Science Research Network, January 2018, doi:10.2139/ssrn.3424688.

55 Ronald Ravinesh Kumar, Peter Josef Stauvermann, and Hang Thi Thu Vu, “The Relationship between Yield Curve and Economic
Activity: An Analysis of G7 Countries,” Journal of Risk and Financial Management 14, no. 2 (February 2021): 62,

doi:10.3390/jrfm14020062.
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List and Definition of Variables with Sources

Sl.

No.

Variable

Annotation

Definition

Literature

9

Fixed broadband
subscriptions
(per 100 people)

FBS

Fixed broadband subscriptions
refer to fixed subscriptions to high-
speed access to the public Internet
(a

TCP/IP connection) at downstream
speeds equal to, or greater than,
256 kbit/s. This includes cable
modem, DSL, fibre-to-the-home/
building, other fixed (wired)-
broadband subscriptions, satellite
broadband and terrestrial fixed
wireless broadband. This total is
measured irrespective of the
method of payment. It excludes
subscriptions with access to data
communications (including the
Internet) via mobile-cellular
networks. It should include fixed
WiMAX and any other fixed
wireless technologies. It includes
both residential subscriptions and
subscriptions for organisations.
(World Bank, n.d.)

Verma et

al.ss,

Marszk and
Lechman,5?

10

Individuals using
the Internet (%
of population)

ul

Internet users are individuals who
have used the Internet (from any
location) in the last 3 months. The
Internet can be used via a
computer, mobile phone, personal
digital assistant, games machine,
digital TV etc. (World Bank, n.d.)

Ha®s,

Marszk and
Lechman,®

56 Anushka Verma, Prajakta Sandeep Dandgawhal, and Arun Kumar Giri, “Impact of ICT Diffusion and Financial Development on
Economic Growth in Developing Countries,” Journal of Economics, Finance and Administrative Science 28, no. 55 (April 2023):
27-43, d0i:10.1108/ jefas-09-2021-0185.

57 Adam Marszk and Ewa Lechman, “New Technologies and Diffusion of Innovative Financial Products: Evidence on Exchange-
Traded Funds in Selected Emerging and Developed Economies,” Journal of Macroeconomics 62 (December 2019): 103064,
doi:10.1016/j.jmacro.2018.10.001.

58 Le Thanh Ha (n 44)

59 Adam Marszk and Ewa Lechman, “New Technologies and Diffusion of Innovative Financial Products: Evidence on Exchange-
Traded Funds in Selected Emerging and Developed Economies,” Journal of Macroeconomics 62 (December 2019): 103064,
doi:10.1016/j.jmacro.2018.10.001.
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List and Definition of Variables with Sources

SI.
No.

Variable Annotation | Definition Literature

11

Mobile cellular | MCS Mobile cellular telephone Verma et al.
subscriptions subscriptions are subscriptions to afc Gheraia
public mobile telephone service
that provide access to the PSTN
using cellular technology. The
indicator includes (and is split into)
the number of postpaid
subscriptions and the number of
active prepaid accounts (i.e., those
used during the last three months).
The indicator applies to all mobile
cellular subscriptions that offer
voice communications. It excludes
subscriptions via data cards or USB
modems, subscriptions to public
mobile data services, private
trunked mobile radio, telepoint,
radio paging and telemetry
services.

(World Bank, n.d.)

(per 100 people) et al.

12

Secure Internet | SIS The number of distinct, publicly Ibrahim et
trusted TLS/SSL certificates found |al.6?,

in the Netcraft Secure Server
Survey. Cheng et
(World Bank, n.d.) al.e2,

servers (per 1
million people)

Kumari and
Singh®3,

13 [ICT goods IGI Imports of information and Ibrahim et

imports (% total communication technology goods al.®,

goods imports) include computers and peripheral
equipment, communication
equipment, consumer electronic
equipment, electronic
components, and other
information and technology goods
(miscellaneous). (World Bank, n.d. )

Sassi and
Goaied®s

60

61

Anushka Verma, Prajakta Sandeep Dandgawhal, and Arun Kumar Giri, “Impact of ICT Diffusion and Financial Development on
Economic Growth in Developing Countries,” Journal of Economics, Finance and Administrative Science 28, no. 55 (April 2023):
27-43, d0i:10.1108/ jefas-09-2021-0185.

Muazu Ibrahim and Yakubu Awudu Sare, “Determinants of Financial Development in Africa: How Robust Is the Interactive Effect
of Trade Openness and Human Capital?,” Economic Analysis and Policy 60 (December 2018): 18-26,
doi:10.1016/j.eap.2018.09.002.
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62 Chih-Yang Cheng, Mei-Se Chien, and Chien-Chiang Lee, “ICT Diffusion, Financial Development, and Economic Growth: An
International Cross-Country Analysis,” Economic Modelling 94 (January 2021): 662—671, doi:10.1016/j.econmod.2020.02.008.

63 Ranjana Kumari and Sunil Kumar Singh, “Impact of ICT Infrastructure, Financial Development, and Trade Openness on Economic
Growth: New Evidence from Low- and High-Income Countries,” Journal of the Knowledge Economy, May 2023,
doi:10.1007/s13132-023-01332-7.

64 Muazu lbrahim and Yakubu Awudu Sare, “Determinants of Financial Development in Africa: How Robust Is the Interactive Effect
of Trade Openness and Human Capital?,” Economic Analysis and Policy 60 (December 2018): 18-26,
doi:10.1016/j.eap.2018.09.002.

65 Seifallah Sassi and Mohamed Goaied, “Financial Development, ICT Diffusion and Economic Growth: Lessons from MENA
Region,” Telecommunications Policy 37, no. 4-5 (May 2013): 252261, doi:10.1016/j.telpol.2012.12.004.

List and Definition of Variables with Sources

SI. Variable Annotation | Definition Literature
No.
14 Broad money (% | BM Broad money (IFS line 35L..ZK) is | Alshubiri et
of GDP) the sum of currency outside al.ss, Pradhan
banks; demand deposits other et al.?’,
than those of the central Huynh and
government; the time, savings, Tran.e8

and foreign currency deposits of
resident sectors other than the
central government; bank and
traveller’s checks; and other
securities such as certificates of
deposit and commercial paper.
(World Bank, n.d.)

66 Faris Alshubiri, Syed Ahsan Jamil, and Mohamed Elheddad, “The Impact of ICT on Financial Development: Empirical Evidence
from the Gulf Cooperation Council Countries,” International Journal of Engineering Business Management 11 (January 2019):
184797901987067, doi:10.1177/1847979019870670.

67 RudraP.Pradhan et al., “ICT-Finance-Growth Nexus: Empirical Evidence from the Next-11 Countries,” Cuadernos De Economia:
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AHanusa ymuyaja duzumanusayuje u UHmMepHem
nucMeHOCMU HA PA380j (PUHAHCUjCKO2 ceKmopa eKoHomuje:
cmyduja ymuyaja Ha ekoHomuje BPUKCA

Ancmpakm

AduzumanHa pesonyyuja je eeoma MHO20 ymuuana HA yKYrnHU eKOHOMCKU
pacm u rnocebHO Ha pacm GPUHAHCUjCKO2 CeKmopa 3emasba y Kojuma je
cnposedeHa. Npema nodayuma u3 uzsewmaja OELLJ]-a, npexko 850 munuoHa
peaucmposaHux mesnepoHCKUx padyHa y 90 3emarba OHe8HO ce obase
GhUHAHCUjcKe mpaHcakyuje epedHe esuwe 00 1,3 munujapde amepuykux
donapa. Y osom pady ucnumyjemo ymuuyaj duumanusayuje u UHmepHem
nucmeHocmu Ha uHaHcujcku paszeoj bBPUKC 3emarva, y3 nomoh nadHena
peepecusHe aHanuze U3 nepuoda 2010-2022. Ucmpaxcyjyhu pa3eoj
dueumanHe mpaHcgopmauyuje BbPUKC exkoHomuja, 3aksydyjemo 0a
¢hakmopu dueumanusayuje 3Ha4ajHo No3UMuUBHo 00NpPUHoOce PUHAHCUJCKOM
pa380jy ekoHomuje, noyes 00 hUKCHe WUPOKOMNojacHe npemrmnaame u y8o3a
UTK poba. [Apyau ¢akmopu Koju 3HA4YajHO OOnpuHoce (UHAHCUJCKOM
passojy cy UHMepHem MNUCMEHOCM, KOju 3ajedHO ca CMpPaHUM
uHeecmuuyujama y (UHAHCUjCKU cekmop u Oomahum uHeecmuyujama
noocmu4y onwmu eKOHOMCKU pa380j, WMo je ¢heHOMeH yoyeH U KOO
3emaroa bBPUKC-a. AoHocuoyu o00ayka mpeba 0a ycmepe rnoaumuKke Ha
ucmospemeHu pacm duaumanusayuje u duaumarsHe NUCMeHoOCMuU, KaKo bu
MoOCMAaKAU (PUHAHCUJCKU pacm C80jux eKoOHOMUja.

K/byuHe peun: Pa380j huHAHCUjcKO2 cekmopd, eKOHOMCKU pacm, UKT,
GhuHaHcujcKka nucmeHocm, duzumanusayuja, BPUKC
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Abstract

The African continent plays a strategic role in the current and future
international order. Indeed, Africa, which has long been oppressed and still
suffers from significant structural problems, is crucial due to its population,
its abundant resources, and because the continent needs to address future
challenges such as climate change. However, while the European Union (EU)
- which should have an interest in developing a strategic partnership with
Africa - struggles to find a mutually beneficial way to establish relations with
it, the BRICS group (Brazil, Russia, India, China, and South Africa), driven by
their “BRICS Plus” strategy and by strategic interests in the region, appear to
be more assertive in their engagement with the region. This paper does not
seek to depict this dual process as antagonistic between the EU and the BRICS
as if a new “scramble for Africa” were taking place. On the contrary, our task
is to highlight the strategic importance that Africa holds, conduct a
comparative analysis of the approaches taken by the EU and the BRICS
towards the continent, and emphasise the significance of fostering
partnerships that can serve as the foundation for addressing current and
future challenges.

Keywords: Africa, EU, BRICS, opportunities, competition

1. Introduction

In the context of the evolving world order, the African continent is destined
to assume an important role. The strategic significance of the continent
underscores its appeal to major emerging powers. In our view, the African
context serves as a significant testing ground not only for the BRICS but also
for the EU. Historically, and above all, since the aftermath of the Second
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World War, EU countries have been closely tied to their Atlantic connections,
thereby missing out on the opportunity to develop a broader policy
encompassing the Mediterranean region. This is just one example of an
approach to international politics that appears highly outdated, lacking unity
- given the divergent interests among member states - and likely to have
increasingly detrimental effects on the continent. But what are the reasons
behind all this? In our opinion, in addition to the aforementioned close ties
with the United States and the inability to create cohesive strategic policies,
this approach to Africa also reflects a persistently Eurocentric perspective
(Arowosegbe, 2014), which unfortunately takes time to dismantle. Thus,
broadly speaking, practical and theoretical factors contribute to explaining
this situation.

Nevertheless, we believe that Africa should prompt serious reflection on the
part of the EU in order to reinvigorate its role on the international stage. The
continent occupies a central position for the EU, as it faces numerous
pressing challenges (including internal divisions concerning the management
of post-pandemic recovery funds), resulting in a diminishing prominence and
a reduced capacity to exert substantial influence over international
multilateralism. For instance, the issue of migration remains a contentious
and unresolved matter within Europe despite numerous attempts to find a
concrete solution among EU countries. On the contrary, the BRICS are now
aiming to expand their influence with their “BRICS Plus”® strategy, Europe
appears to be passive and incapable of playing a significant role in this regard.

Therefore, this article will proceed as follows: firstly, it will discuss the current
situation in Africa and the potential for partnership and development
cooperation which it offers. Within this context, the presidency of South
Africa of the BRICS (2023) becomes relevant, as it seeks to take initiatives on
various fronts in order to enhance its own image, as well as that of the entire
continent, and assume a leadership role and spokesperson position
internationally. This is where the so-called BRICS Plus strategy comes into
play, referring to the plan to include new member states in the BRICS. In our
opinion, this strategy, at least in its intentions, exhibits a more compelling
approach towards the African continent when compared to that of Europe,
which continues to overlook both the opportunities that a constructive

89 At the moment in which we are about to complete this article, the BRICS have stated that they have invited six new states to join
the group. Indeed, the Declaration of Johannesburg, at the end of the XV BRICS Summit (August 23 2023) in paragraph 91 states
that: “We have decided to invite the Argentine Republic, the Arab Republic of Egypt, the Federal Democratic Republic of Ethio pia,
the Islamic Republic of Iran, the Kingdom of Saudi Arabia and the United Arab Emirates to become full members of BRICS from
January 1 2024”. See the “XV BRICS Summit Johannesburg 1] Declaration”, available at:
https://www.gov.za/sites/default/files/speech_docs/Jhb%2011%20Declaration%2024%20 August%202023.pdf
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partnership with Africa could bring - as suggested by the 2022 Europe
Sustainable Development report (UN Sustainable Development Solutions
Network, 2022) - and with the BRICS themselves. Finally, we will briefly
explore the opportunities presented primarily by the Mediterranean region,
as it is here where crucial obstacles preventing Europe from finding solutions
to its crises should be addressed. On the contrary, the BRICS, particularly
India (Schiavi, 2023), China and Russia (Ghanem and Talbot, 2023), have
recognised the strategic importance of this area and aspire to forge
profitable partnerships.

In conclusion, the BRICS strategy may prove successful worldwide (including,
in our opinion, in Latin America) while, at the same time, Europe is missing
out on significant opportunities to actively engage in relationships and
reclaim a leading role in promoting multilateralism and reforming global
governance.

2. Africa: limits and opportunities of a big continent

The African continent has recently been working to recover from centuries of
disadvantage and underdevelopment. In addition to an already difficult
situation, Covid-19 has enormously impacted the continent, resulting in
setbacks in various areas. However, “despite the confluence of multiple
shocks, growth across all five African regions was positive in 2022 - and the
outlook for 2023 - 2024 is projected to be stable” (Zucca, 2023).

At the same time, multiple initiatives are springing up across the continent in
an attempt to face current and future challenges. For example, the ambitious
project of the African Continental Free Trade Area (AfCFTA) certainly
represents a major attempt to boost Africa’s growth. Included in the larger
project Agenda 2063 of the African Union, this project brings together the 55
countries of the African Union (AU) and “aims at accelerating intra-African
trade and boosting Africa’s trading position in the global market by
strengthening Africa’s common voice and policy space in global trade
negotiations” (Zucca, 2023). Approved in 2018 to create a Continental Free
Trade Area, this project is ambitious because it aims to create a united and
solid continental market, which has a population of almost one and a half
billion people, and to promote Africa’s development vision.

However, despite these attempts, there are still several limitations for the
continent, which negatively impact Africa’s development and potential. One
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example is its limited infrastructure. In fact, Africa faces significant
infrastructure gaps, including inadequate transportation networks,
unreliable energy supply, and limited access to basic services. These
infrastructure deficiencies challenge trade and investment, hindering
economic growth and development. Other challenges the continent faces
include the fight against poverty and inequality, with many African countries
struggling to provide basic services, such as healthcare and education, to
their populations. As is well known, the persistence of poverty and inequality
hampers economic progress and can lead to social and political instability.

Furthermore, some African countries face governance challenges, including
corruption, weak institutions, and political instability. These factors can
undermine economic development and deter foreign investment.
Additionally, regional conflicts and security concerns in certain parts of Africa
can disrupt economic activities. At the same time, many African economies
heavily rely on a few primary commodities for export, such as oil, minerals,
and agricultural products. This over-reliance on commodities makes these
economies vulnerable to price fluctuations in global markets and limits their
ability to diversify and develop more resilient and sustainable industries.

However, on the one hand, these points may represent weaknesses and gaps
that remain to be filled. In that case, filling these gaps could represent a
significant opportunity for other countries, or blocs of states, to create
partnerships with the continent, which, in any case, seems destined to play
a fundamental role in the coming decades.

Indeed, the continent has a very significant market potential: for example,
Africa’s population is proliferating and is expected to reach 2.5 billion by 2050
(Zucca, 2023), representing a major area for commerce in the future. Indeed,
this expanding consumer base offers opportunities for foreign businesses to
tap into new markets and increase trade and investment with Africa.
Furthermore, Africa is rich in natural resources - including minerals, oil, and
gas - and its renewable energy sector shows potential for collaboration in
developing sustainable energy solutions.

3. Africa and the European Union

Therefore, the continent still has a multitude of problems, but at the same
time, it also possesses a potential that makes it an important place for the
future world order. However, centuries of colonial policies, although they

90



Francesco Petrone The BRICS and Africa, and the
train that the EU is missing

served as a link between Europe and Africa, have only created situations of
imbalance between the two continents. Even today, we can witness the
consequences of this situation, for example, in the issue of migration
mentioned earlier and the unequal policies that are often implemented
without sufficient consideration for the needs of African countries (Duggan,
Haastrup, and Mah, 2022), despite the EU’s awareness of the importance of
fostering productive relations with Africa (Delegation of the European Union
to the Republic of Céte d’lvoire, 2020).

However, the fact remains that the EU, particularly in recent years, has begun
to realise just how vital the African continent is. To provide a current
example, during the recent crisis in Ukraine, the EU sought to establish
commercial partnerships with Africa, particularly in the energy sector, due to
inflation and sanctions on Russian exports. This event further attests to the
fundamental role of this continent for Europe, although Europe has yet to
grasp its true potential fully.

At the same time, the EU has been actively involved in development
cooperation with Africa, providing financial assistance, technical expertise,
and capacity-building support. Such cooperation fosters economic
development, addresses infrastructure challenges, and promotes trade and
investment between Europe and Africa. In this sense, a stricter collaboration
between the EU and Africa could lead to a more incisive contribution to the
achievement of the Sustainable Development Goals (SDGs) and, in particular,
to the fight against climate change, which requires urgent intervention in
Africa (Elgendy, 2023). Africa’s development aligns with the global SDGs, and
European countries can contribute to achieving these goals through
partnerships and investments in sectors such as renewable energy,
healthcare, education, and agriculture. In summary, while Africa faces many
challenges, it also offers opportunities for Europe. By addressing
infrastructure gaps, promoting good governance, diversifying economies,
and fostering partnerships, Europe can contribute to Africa’s economic
development while benefiting from increased trade, investment, and market
opportunities. Collaboration between Europe and Africa is essential for
achieving both regions’ sustainable and inclusive economic growth.

However, the EU seems to face significant challenges in establishing a fruitful
partnership with Africa, even though “Africa matters to the EU because of
the threats that Asia and the US pose to Europe’s global interests” (Kuditchar,
2022, p. 2). This limitation arises from both geopolitical factors and cultural
aspects. Without delving too deeply into the details concerning the first
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aspect, namely the geopolitical one, the presence of many EU members in
NATO and an outdated dependence on the United States, unfortunately,
hinder the autonomy and freedom of movement among European countries.
This factor significantly constrains the EU’s capacity to initiate new strategic
partnerships with other nations worldwide. Consequently, it also impedes
the EU’s ability to assume a more decisive role in global governance, promote
multilateralism, and advance development and cooperation policies on a
global scale, which are among the EU’s objectives (Furness and Keijzer, 2022).

Regarding the second point, i.e. the -cultural-theoretical aspect, our
impression is that, due to a specific imperial legacy, from a theoretical point
of view, the EU’s vision is still too Eurocentric. An example of this can be seen
in how academic disciplines - such as International Relations (IR) - are studied
in the EU. Indeed, in this sense, European universities’ theoretical and
didactic setting is based, above all, on a classical vision: IR is studied following
European and US canons (Hagmann and Biersteker, 2014). In this way, even
the ability to comprehend Africa becomes compromised. A narrow or limited
perspective focused solely on outdated viewpoints restricts the possibility of
embracing new narratives and engaging in a greater exchange of best
practices and mutual collaboration. A gap exists from a gnoseological
standpoint, impeding a deeper cultural understanding of what the African
continent embodies.

Thus, while the European Union (EU) and Africa have a long-standing
relationship, certain aspects should be improved or strengthened to enhance
EU-Africa relations, such as the case of economic imbalance. In fact, despite
being Africa’s largest trading partner, the EU-Africa trade relationship is
different. African countries primarily export raw materials to the EU, while
imports from the EU are predominantly manufactured goods. Promoting
more balanced and diversified trade is needed, focusing on value-added
products and increasing African exports to the EU. Furthermore,
development and cooperation effectiveness need to be improved even
more. While the EU provides significant development assistance to Africa,
there is room for improving the effectiveness and impact of these efforts. It
is essential to ensure that aid is aligned with the priorities and needs of
African countries, supporting sustainable development, poverty reduction,
and addressing structural challenges. Closer coordination and cooperation
between the EU, the African Union (AU), and individual African countries can
help. One of the gaps mentioned above in Africa is highly dependent on
infrastructure. Thus, increased investment in infrastructure development is
crucial for its economic growth. The EU can further enhance its support for
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infrastructure projects in Africa, facilitating public-private partnerships and
encouraging European companies to invest in African infrastructure sectors.
At the same time, the role of the private sector is vital in driving economic
growth, job creation, and innovation. There is a need to promote increased
engagement by European businesses and tiny and medium-sized enterprises
(SMEs) in Africa. Facilitating business networks, providing access to finance,
and supporting technology transfer can unlock the potential for mutually
beneficial partnerships. Another gap in EU-Africa relations relates to
migration and mobility. Migration is a complex issue that impacts EU-Africa
relations. Addressing the challenges associated with irregular migration
requires comprehensive and balanced approaches focusing on the root
causes of migration, including poverty, conflict, and lack of opportunities.

A more coordinated and constructive dialogue between the EU and African
countries can lead to better migration management, including facilitating
legal channels for migration and promoting mobility. Regarding the cultural
gap, above all, concerning the limitations found in current IR studies (as an
example), it could be beneficial to promote more cultural and educational
exchanges between the EU and Africa to foster mutual understanding,
promote dialogue, and strengthen people-to-people ties. More scholarships,
academic collaborations, and cultural initiatives can facilitate knowledge-
sharing and create long-term connections between individuals from both
regions. Another challenge relates to the field of Climate Change and
Sustainability. Climate change is a pressing global challenge, and Africa is
particularly vulnerable to its impacts. Strengthening cooperation between
the EU and Africa on climate change mitigation, adaptation, and sustainable
development can yield significant benefits. Supporting African countries in
accessing climate finance, transferring clean technologies, and promoting
sustainable agriculture and renewable energy can contribute to a more
sustainable future for both regions. Addressing these missing elements could
contribute to a more balanced, inclusive, and mutually beneficial EU-Africa
relationship, fostering economic development, social progress, and greater
cooperation between the two regions.

These are just a few examples highlighting the potential areas for
improvement in relations between the two regions. However, considering
the current state of affairs, it appears that the EU needs to be more actively
engaged in making concrete efforts to establish the kind of relations that
would enable effective collaboration in these areas. Consequently, what is
happening is a missed opportunity to establish a strategic partnership that
could benefit both parties.
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From one perspective, such a partnership would provide Africa with
additional and valuable support in addressing its challenges. Simultaneously,
the EU would enhance its role as a regional power on the international stage
and actively contribute to the promotion of various areas of interest,
including those mentioned, which are vital for achieving international and
multilateral balance, an aspect that appears compromised in the current
scenario.

On the other hand, the approach of the BRICS in Africa serves as an example
of how this bloc has recognised the continent’s strategic importance.
Consequently, they aim to strengthen their presence and engagement in
Africa.

4. This time for Africa? South African chair of the BRICS group in 2023

Ever since the first Summit under its presidency - which took place in Durban
in 2013 under the slogan “BRICS and Africa: Partnership for Development,
Integration, and Industrialisation” - South Africa has consistently sought to
establish its role within the group. It has emphasised the significance of the
partnership between the BRICS and South Africa and the broader African
continent. Indeed, “after long wishing to differentiate itself from Africa
during the apartheid era, South Africa now has ambitions to represent it and
to be counted in the continent’s politics. It has managed to do so and gained
acceptance of its legitimacy as representative of the African continent in the
international community” (Habchi, L. and Martinet, 2013, p.12).

Ten years later, South Africa has once again assumed the presidency of the
BRICS group (having previously held it in 2018). Starting from January 1 2023
- with the theme “BRICS and Africa: Partnership for Mutually Accelerated
Growth, Sustainable Development, and Inclusive Multilateralism” - South
Africa’s one-year presidency of the BRICS countries marks a significant
turning point for the group. South Africa’s leadership plays a crucial role,
aiming to become a pivotal hub for the entire continent. Simultaneously, the
2023 South African presidency represents the potential for the BRICS to
expand their influence within Africa. Cyril Ramaphosa, President of South
Africa, stated, “BRICS partnership has great value for South Africa” (South
Africa Chair, 2023). As mentioned, the country has significantly increased its
significance within the group and as a spokesperson for the entire African
continent.
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For South Africa and the entire continent, the presence of the BRICS holds
strategic importance in various areas. In contrast to the neoliberal policies
adopted by Western states, which have consistently advocated for “good
governance” (Hermet, 2008)*° as a condition for receiving aid from Bretton
Woods institutions such as the International Monetary Fund (IMF)°t, the
BRICS have adopted a non-intervention policy in other states’ internal affairs.
This approach appears more compelling about countries in the Global South,
which have historically endured imperialism and been subject to the whims
of Western nations, such as those in Africa (Rodney, 1972).

Therefore, new scenarios and opportunities emerge on the African continent
in this delicate and tumultuous moment, which the BRICS are better
equipped to seize. The South African presidency aims to tackle various
challenges, including addressing climate change and fostering “mutually
beneficial opportunities for increased trade, investment, and infrastructure
development” (South Africa Chair, 2023). Specifically, as Naledi Pandor, the
South African Minister of International Relations and Cooperation, pointed
out: “South Africa is committed to building a partnership between BRICS and
Africa to unlock mutually beneficial opportunities for increased trade,
investment and infrastructure development” (Pandor, 2023). Pandor has also
detailed the five priorities of South Africa’s presidency: 1) “Developing a
partnership towards an equitable Just Transition”. Regarding climate change,
the strategy proposed in this case by South Africa is precisely that of a just
transition, with the hope of receiving support for those countries that are
most heavily impacted and have limited capacities and resources for
mitigation and adaptation. 2) “Transforming education and skills
development for the future” is another crucial area for investment in
education and capacity building aimed at addressing future challenges such
as poverty reduction, sharing of best practices, and so on. 3) “Unlocking
opportunities through the African Continental Free Trade Area: The African
Continental Free Trade Area creates a predictable environment for trade and
investments in Africa, particularly in infrastructure development. BRICS
members are reliable partners for cooperation, trade and development. The
partnership between BRICS and Africa must focus on unlocking mutually
beneficial opportunities for increased trade, investment and infrastructure

% By “good governance”, beyond good intentions, we mean a set of practices and dictates to be followed under the aegis of
Western countries to receive loans from international financial institutions, such as the IMF and the World Bank.

%1 The IMF has long faced criticism, among other issues, for its role in generating significant debts in the Global South countries that
have sought loans. According to numerous analysts, the IMF’s strategy has aimed to foster increasing dependence by develo ping
nations on Western countries, which have exerted significant influence on the international agenda since the second half of the last
century.
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development towards the operationalisation of the African Continental Free
Trade Area in line with its priorities and objectives”. 4) “Strengthening post-
pandemic socio-economic recovery and the attainment of the 2030 Agenda
on Sustainable Development”, meaning in this case the development of
projects and strategies aimed at promoting sustainable economic growth, to
offer a targeted response to the challenges of the 2023 Agenda on the basis
“of common but differentiated responsibilities and respective capacities”. 5)
“Strengthening multilateralism, including working towards real reform of
global governance institutions and strengthening the meaningful
participation of women in peace processes”: this last point is of particular
significance to the BRICS, who have consistently advocated for a reform of
global governance and multilateralism ever since their first meeting in 2009
(BRIC, 2009). They have called for increased representation of countries from
the Global South and emphasised the importance of creating more inclusive
financial structures that cater to the needs of vulnerable nations. In this
regard, the focus on women is noteworthy, with South Africa highlighting the
need to address women’s marginalisation and push for greater inclusion. We
believe such efforts are vital for democratising decision-making processes
and improving the overall functioning of global governance (Alemany and
Sen, 2019).

Furthermore, it is essential to consider that South Africa, as both a member
of the BRICS and the current BRICS presidency holder, is particularly invested
in promoting reforms of international institutions such as the United Nations,
specifically the Security Council. At this moment, with “theoretical support”
(Petrone, 2021a) from both China and Russia, South Africa aspires to secure
a permanent seat on the Security Council. Currently, African countries are
not adequately represented in this body, and South Africa aims to fill this gap,
becoming the voice of the continent within the primary organ of the UN.

5. The BRICS in Africa

During the past few years, the BRICS have set into action a plan and a strategy
which have been constant, consistent and progressive to establish and
strengthen relations with the African continent, thereby setting themselves
up as major trading partners with Africa (Deych, 2015). For these reasons and
others we will discuss shortly, the BRICS have been more forward-looking
regarding investments (especially in China) and establishing various
partnerships. Without delving into the specifics of the innumerable initiatives
that the BRICS have undertaken with various countries on the continent, we
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are interested in offering a general vision of what the bloc is doing, which, in
practice, with the presidency of South Africa in 2023, could lead to even
further involvement of the group on the continent.

BRICS countries have been involved in various initiatives and projects in
Africa, focusing on trade, investment, infrastructure development and
capacity building. For example, some critical areas of BRICS engagement in
Africa are related to an increasing commitment to trade and investment: they
have established trade agreements, investment funds, and business forums
to promote economic cooperation (Carmody, 2013). China, in particular, has
significantly expanded its trade relations with Africa and has become a major
trading partner for many African countries. Furthermore, China has been a
key partner in the infrastructure development sector. While all BRICS nations
have supported infrastructure development projects in Africa, China’s Belt
and Road Initiative (BRI) is a major example of an enormous expansion of
China’s presence in Africa. BRI includes investments in infrastructure projects
such as roads, railways, ports, and power plants across the continent. More
broadly speaking, BRICS Development Banks, such as the New Development
Bank (NDB) established by BRICS countries, have financed infrastructure
projects in Africa®?. Furthermore, the BRICS countries have also established
solid collaborations with African nations in the energy sector (Panina et al.,
2020). For instance, China has invested in African oil, gas, and renewable
energy projects. India has also been involved in energy cooperation,
particularly in the solar power sector, supporting the development of
renewable energy infrastructure (Gu, Renwick and Xue, 2018). Another
important sector of cooperation is agriculture. Indeed, BRICS countries have
extensively engaged in agricultural cooperation with African nations: they
have shared expertise, technology, and investment to boost agricultural
productivity and food security (Cabral, 2013). Brazil, for example, has been
involved in agricultural projects in African countries, leveraging its expertise
in tropical agriculture. Another important cooperation sector is capacity
building and education, in which BRICS countries have supported regional
initiatives, including scholarships and training programs for African students
and professionals. They have also facilitated educational exchanges and
research collaborations to promote knowledge sharing (Atif and Akbar,
2019).

Overall, BRICS countries have demonstrated a growing interest in Africa and
have been actively involved in various sectors to strengthen economic ties

92 See New Development Bank Approved Projects. Available at: https://www.ndb.int/projects/all-projects/
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and promote development across the continent. Their engagement with
Africa is seen as an opportunity for mutual benefits and South-South
cooperation and a way forward for increasing the influence of developing
countries in the international arena (African Times, 2023).

In this sense, the BRICS strategy is also essential regarding relations between
the Global North and the South. Indeed, given their economic potential and
ever-growing ability to influence the global agenda (agenda setting), the
BRICS have progressively established themselves as the voice of the entire
Global South. As we have already mentioned in previous works (Petrone,
2021b), due to both historical and cultural ties (such as imperialism and
centuries of exploitation by the West) as well as for economic reasons,
including the aforementioned economic growth and the establishment of
important institutions like the NDB, the BRICS seem to be the natural
partners of those countries in the South of the world that have had little say
in the global agenda. Even large oil-producing countries, for example, have
applied to join the group (Sguazzin, 2023)%, with the possible aim of exerting
influence in the energy sector as well. In this case, the BRICS would also offer
a valid alternative to “the West's increasing reliance on unilateral restrictive
measures, a practice that it is spreading, and that is forcing various countries
to ask for cooperation and colaboration with the BRICS” (Arapova and
Lissovolik, 2022).

In this context, the BRICS Plus strategy is an expansion that could benefit the
BRICS and the countries applying to join it. For BRICS, it would allow them to
pursue their goal of reforming the current global order, expanding their
influence to other parts of the world and increasing their weight
internationally. For those who join or have applied to join the BRICS, it
represents a valid alternative to the current international system, which is
based on institutions that still operate following an obsolete structure and
are often dependent on Western influences such as the IMF and the World
Bank. The current expansion of the BRICS, including the accession of new
states, should serve as an alarm bell and push for a more democratic reform
of these institutions.

The BRICS Plus strategy includes some important and promising strategies
that could be seen as a step forward in expanding the BRICS sphere of
influence. However, while it presents opportunities for the BRICS, especially
in light of sanctions imposed by Western countries, as mentioned earlier, the

% For example, Saudi Arabia, Iran, Venezuela and the United Arab Emirates.
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enlargement to new members could also result in a loss of the BRICS' ability
to be the voice of the Global South (Arapova and Lissovolik, 2022). The
expansion to other countries seeking greater prominence within the group
may lead to difficulties in managing diverse interests within the bloc, or it
may only benefit China, as it is the group’s most powerful member and aims
to expand its influence to more areas of the world.

It is also interesting to note that in some cases, European entities, such as
EURISPES in Italy (Ricceri, 2018), have proposed to join the BRICS. This
highlights the strategic importance such a partnership can bring, especially in
the Mediterranean region, where the BRICS are also expanding their
influence.**

6. Conclusions

As we have previously indicated, despite the structural difficulties and the
impact of COVID-19 on the African continent, growth forecasts throughout
the African continent are stable and are expected to remain so throughout
2024 (Zucca, 2023). As the author pointed out, “to become more resilient to
the global economic slowdown and considerable global uncertainty, African
countries need to boost regional trade and build a more vibrant regional
market in the medium to long term. That requires accelerating investments
in regional hard and soft infrastructure, including regional transport and
logistics. It also requires promoting the free movement of goods and services
by removing trade and nontrade barriers. And it requires strengthening
African payment systems. With the recent disruptions in global supply chains
and calls for reshoring and friend-shoring trade, the African Continental Free
Trade Area presents a major opportunity for countries to internalise shocks
while improving their trade balances and building economic resilience”
(Zucca, 2023).

In light of this, the African continent needs to establish strategic relationships
to facilitate this development for the region. This would also present an
excellent opportunity for other countries.

% In this note, the author, Prof. Marco Ricceri, Director of the BRICS Lab at the EURISPES in ROME, declares that: “it is urgent to
build an opportunity, a working table, an organic proposal to be submitted to the evaluation of the BRICS coordination to ide ntify
an initiative to promote jointly, in the Mediterranean area or on the African continent. It would be a sign of attention and a
turning point of great value for everyone. For Italy, a way to enter the framework of opportunities that the BRICS are building, and
for the BRICS themselves, an important recognition of the role they have managed to build for themselves on a global level”.
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As we have observed, the BRICS currently appear to be the main drivers of
this growth, and through the implementation of their projects, they have
established a significant role as partners to most African countries.
Numerous critics view the presence of the BRICS influence in Africa as a form
of intrusion and an obstacle to their development - similar to a new form of
imperialism (Taylor, 2016) - while others warn of the potential for the BRICS
to become new colonisers (Nayyar, 2016). However, it is undeniable that the
presence of the BRICS in this continent is proving crucial in fostering greater
development of its potential, which has been historically denied due to
centuries of colonial and imperialist subjugation. Therefore, despite potential
risks, this situation can undeniably benefit the continent, allowing it to play
a more influential role than was permitted in the past.

However, we must remember that with the BRICS Plus strategy, the bloc will
likely expand its influence into other areas. For instance, many other
countries have already applied to join the group (Dsouza, 2023), particularly
as members of the NDB, often seeking alternatives to the conventional
Bretton Woods institutions, as seen with Argentina (CIPEX, 2022) for
example. In general, we believe that Africa, like other regions of the world
such as South America®, is destined to play an increasingly important role in
the global scenario. Therefore, for the future of multilateralism and global
governance, it is essential to find ways to build beneficial partnerships with
these regions. The Western system, with the U.S. as its leader and the EU as
its leading partner, is addressing this situation by following a logic that
reproduces past policies, resulting in limited impact. On the other hand, the
BRICS countries, aspiring to become spokespeople for the Global South, have
initiated a process of global governance reform and are actively expanding
their presence in various regions, including Africa. Despite criticism, their
strategy is proving to be more effective.

New global scenarios are emerging. We believe that the International Liberal
Order (ILO) that was established following the Second World War - and which
has witnessed impressive development in recent decades under the
leadership of the United States -is now experiencing a major crisis, quite
probably its decline. The reasons for this are numerous - ranging from
structural crises within the democratic system itself to the emergence of new
groups like the BRICS, who seek to restructure the international architecture
(Lake, Martin and Risse, 2021; Costigan, Cottle and Keys, 2019) - which

9] discussed this aspect during the International Congress “The Rise of Asia in Global History”, held at the Université Paris 1
Panthéon-Sorbonne and the Université Le Havre Normandie, 8-10 February 2023, within the “panel on BRICS”.
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cannot all be summarised in this paper. However, one aspect is significant:
this international order is giving rise to a new form of international relations.
In this new international system, the Global South is gradually assuming an
increasingly vital role, as it rightfully should, after centuries of subjugation
and exploitation.

Nevertheless, in this situation, Western countries (with a particular focus on
the EU, as discussed earlier) need help establishing appropriate strategic
alliances with these regions. Consequently, their influence in shaping global
governance may be significantly impacted. Indeed, various analysts’ voices
highlight the EU’s incapacity in this regard. Consequently, the EU should
proactively seek strategic partnerships that can truly shape the continent’s
future and benefit the EU itself. In this context, initiating a dialogue with the
BRICS (Bruyn and Keukeleire, 2017) could be an initial step towards a new
strategy to restore the EU’s central position in international affairs.

Despite their difficulties and internal contradictions, the BRICS currently
appear to be the bloc most capable of serving as a trusted interlocutor for
countries in the Global South. Consequently, establishing good relations with
the BRICS is essential for the EU, which must strive to regain global
prominence.

The BRICS provide a viable alternative for the EU, and we should consider
cultivating relations which would be increasingly beneficial for both parties.
This could result in a more significant impact on the African continent, which,
as mentioned earlier, has immense importance in resources, population,
investments, and cooperation, among many more areas. In summary, the
time has come to foster genuine multilateralism, which necessitates
dismantling the barriers that hinder the proper functioning of the
international system.
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®paHyecko MeTpoHe

BPUKC n AdpuKa, n Bo3 Koju EY nponywirta

Ancmpakm

AppuyKu KOHMUHEHM u2pa cmpamewky yao2y y nocmojehem u 6ydyhem
mehyHapodHom nopemky. 3aucma, Agpuka, Koje je Oyeo buna nodjapmseeHa
U jow yseK ce 6opu ca 8enuKUM CMpyKmMypanaHUM npobaemuma, Kpy4yaH je
akmep 3602 c802 CMAHOBHUWMEBA, 06UIHUX Pecypca, Kao u 3602 Hacmojarba
0a ce Hocu ca numarumMa Koje 0oHocu bydyhHocmu, noyes 00 KAUMAMCKUX
uszazoea. Mehymum, 0ok EY — Koja 6u mpebano 0a uma uHmepec y
passujarby cmpameuwkoe napmdepcmea ca Agppukom — He ycnesa 0a Hahe
060CMpPAHO KOPUCMAH HAYUH 30 yCriocmaesbare 08aK8ux o0Hoca, bPUKC
epynauyuja, y oksupy ceoje "6BPUKC nayc” cmpamezuje 6usa cee CHaxcHuje
MpuUCymHa Ha appuykom KoHmuHeHmy. Osaj pad Hema 3a yuse 0a onuuwe
osaj napanenHu npucmyn EY u BPUKC-a kao “6opby 3a A®puky”. Hanpomus,
Haw 3a0amakK je 0a UCMAKHeMO cmpamewKy 8axHocm Appuke, Kao u oa
aHanusupamo u ynopeoumo ripucmyne EY u bBPUKC-a o6om KOHMuUHeHmMy, y3
ucmuyare 8esuKo2 3Ha4yaja Koje 00cs1e0aH napmHepcmeo Moxce umamu
Kao yspcm memesb 00HOCa 3a mekyhe u byoyhe usasose.

KroyuHe peyu: Adpuka, EY, BPUKC, moryhHoCTH, HagmeTake
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Abstract

Over the last two decades, there has been much uproar about China’s
strategic engagement with Africa, especially in Washington and, by
extension, US underlings in Europe. A major concern to Western capitals and
their business interests is the increasing prominence of Chinese national
oil/energy companies in Africa’s oilproducing nations and the strategic
alliance that China has and continues to build across the continent. Slews of
energy interest acquisitions, strategic infrastructure projects through the
signature Belt and Road Initiatives, diplomatic and economic engagements
through the instrumentality of the Forum for China and Africa Cooperation
FOCAC, generous bilateral loans and grants, and increasing military
engagements, among others, have brought enormous goodwill and influence
for China in Africa to the consternation of the US and her allies. However,
Washington continued to raise various concerns. However, are those
concerns really warranted, and do they constitute the US looking out for
Africa against China’s strangulation and dominance? Western power’s
alarms notwithstanding, Beijing has for decades been a strategic
development partner and dependable ally to states in Africa, providing aid,
loans, other forms of economic support and technical assistance, especially in
the areas of agriculture and infrastructural development. Drawing on official
data and secondary sources, this article discusses the dynamics and nuances
of Sino-Africa relations and China’s strategic engagements in Africa, paying
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attention to how China has leveraged its increasing influence to advance,
promote and protect her strategic economic and national security interests.

Keywords: Africa, China, Diplomacy, Forum on China-Africa Cooperation, Belt
and Road Initiative

1. Introduction

Academic research and policy discourse on Sino-Africa relations and China’s
engagement with Africa has never been as prominent as discourses about
EuroAfrica relations or the continent’s engagement with the United States of
America. This has resulted in less attention of African scholars on China
politics and foreign relations, less attention of Chinese scholars on African
politics and foreign relations and academic engagements on how internal
politics in states across the continent and China’s internal politics and
economic decisions impacted on the nuances and dynamics of China-Africa
relations. This informed Large’s position that the study of China-Africa
relations has remained largely disadvantaged by the longstanding divide
between research on African and Chinese domestic politics, diplomacy and
foreign relations. This, in turn, has produced a symmetrical neglect, making
China’s relations with Africa to be studied and, at the same time,
comparatively marginalised in the literature. Indeed, Africa has never been a
mainstream subject in studying Chinese foreign relations. While in the study
of African politics and foreign relations, China has not been deemed
exceedingly important as to merit dedicated and sustained research
engagements (Large, 2008: 46). That said, it is also important to highlight that
amid paucity, there have been landmark studies about China in Africa and
Sino-Africa relations in the 1960s, Africa’s decade of independence (Lessing,
1962; Slawecki, 1963; Scalapino, 1964; Cooley, 1965; Han-Chen, 1965; Yu,
1968; Jinyuan, 1984; Snow, 1988).

China has interacted with African regions, especially East Africa, for over a
thousand years. However, contact, interaction, and relationships have never
been as highly embedded as they are currently, especially since the turn of
the 215t century (Rockefeller Foundation, 2009). Formal diplomatic relations
between China and Africa, at least in the current modern conception, dated
at least to the 1960s following the granting of independence and the
attainment of sovereign statehood by states on the continent. However,
Sino-Africa relations had to take the backstage in the order of importance of
foreign relations of emergent independent African states. More importantly,
in the 1960s, China did not possess much economic, diplomatic or military

107



Asian Issues
No. 1/2023

clout on the global stage. Thus, many of the newly independent African states
looked more toward the direction of London and Paris, and, by extension,
Washington and African states’ foreign policy and relations reflected their
historical ties with their former colonial overloads.

China’s relations with Africa, from the immediate period after World War II
through the 1950s till the decade of Africa’s independence in the 1960s up
till the 1970s, were more politically and ideologically contextualised. From
the 1950s through to the early 1970s, Beijing gave strong political, diplomatic
and military support to revolutionary and independent movements in Africa.
In pushing her Maoist version of communism as a political ideology, China
provided support to revolutionary movements, mostly in Angola,
Mozambique and South Africa. In the course of aiding revolutionary
movements to achieve the objectives of national liberation, China also seeks
to supplant her version of communism. Through her assistance and support,
China helped to counter liberal ideology and acted as an influence on Africans
and their political leaders seeking an alternative developmental path after
independence (Shinn and Brown, 2012). China’s relations with Africa entered
a period of lull in the 1980s only to pick up steam from the 1990s till
contemporary times; from the 1990s, China increasingly resorted to
pragmatism against ideologically contextualised relations with Africa. The
pragmatism that defines China’s engagements with Africa from the 1990s
was aimed at promoting economic relations with the continent. This was a
sequel to China’s opening up to the outside world. Thus, pragmatism was
more informed by domestic Chinese political and economic direction. The
pragmatism in the contextualisation of Sino-Africa relations marked a
watershed point in China’s foreign relations and engagement with states in
Africa on a bilateral basis as well as how China re-focuses Africa’s policy
(Shinn and Brown, 2012).

While China’s relations with Africa in the decade of independence were more
politically and ideologically grounded, Beijing still strives to render economic
support and technical assistance to friendly states and revolutionary
movements in Africa. By far, the most iconic of China’s assistance and
support that gave credence to China’s commitments to her friends in Africa
was the support for the construction of the Tamzam railway line. The 1,860
kilometres, single-track Tamzam railway, also known as the Tazara railway or
the Uhuru (Freedom) railway line, is an East Africa railway line linking the port
city of Dar es Salaam in Tanzania to the town of Kapiri Mposhi in Zambia
Central Province and onward to the Southern Africa railway system. The rail
line was created to give Zambia alternative export routes via rail line through
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Dar es Salaam. Construction started on the line in 1970 and was completed
after five years and eight months. The line was officially opened to
commercial traffic on July 14 1976. The railway was a turnkey project, costing
the People’s Republic of China, the main financier and executor of the
project, an estimated USD 500 million (Sued, 2012: 12-13). The railway line
was built to solidify the friendly cooperation between Tanzania, Zambia and
China. Following completion, the railway line has since been managed by a
bi-national agency, the Tanzania-Zambia Railway Authority, also known as
TAZARA.

China’s ‘Year of Africa’ in 2006 saw an uptick in relations between China and
Africa. Indeed, moving forward, Sino-Africa relations become more
diversified, robust, deepening and engaging, covering numerous areas of
interest to both Beijing, her major partner states in Africa and the continent
at large (Alden, Large and Soares de Oliveira, 2008a). The slew of China’s
acquisitions of stakes in oil fields across major oil-producing states in Africa
to secure her hydro-carbon energy needs was a greater manifestation of
China’s arrival, albeit late to the resource scramble party in Africa. China has
also struck up deals and partnerships to exploit precious minerals, metals and
alloys to feed the insatiable needs of her manufacturing business concerns.
China has also delved into the provision of military and security support for
states in Africa, and the naval base deal with Djibouti gave her a security
foothold in the strategic horn of Africa and entrance to the Suez Canal. China
has ramped up its diplomatic and political offensive in Africa using the Forum
on China and Africa Cooperation, FOCAC. In contrast, the instrumental use of
the Belts and Road Initiatives, plus the provision of generous and non-
intrusive loans and grants, has enhanced China’s standing and granted her
enormous influence in Africa. Nothing shows the manifestation of China’s
influence and clout in Africa better than the emergence of China as Africa’s
largest trading partner, displaying traditional Western partners, especially
her emergent rival on the global stage and in Africa, the United States of
America. It is the three core issues of energy security, political and diplomatic
engagements (FOCAC) and infrastructure (BRI) that had become the main
signatures of Sino-Africa and China’s engagement with Africa that this article
engaged.
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2. Ideologically Political: Liberation Struggle Politics and China’s
Engagement with Africa

China has had a deep history of engagement with Africa, especially with
communities and peoples on the East African coast. China engaged in a
robust relationship with Africa following the navigation of the first Chinese
traders to East Africa during the Tang Dynasty (AD 618-907). In the 15%
century, Admiral Zhe He circumnavigated the continent, and there were
records of exchanges of gifts between rulers on the continent and Chinese
emperors. Moving forward and for the next 500 years, political, diplomatic
and economic relationships between China, seleAfricanica countries in
particular and the continent in general continued to grow. While China’s
engagements with Africa witnessed a lull during the 1980s as China battled
internal economic challenges, the 1990s was characterised by a spike in
bilateral and continental-wide engagements in politics, diplomacy and
economic fronts between China and Africa (Rockefeller Foundation, 2009).

For decades, Sino-African relations have been presented by scholars and
experts within the framework of South-South cooperation and characterised
by nuances and dynamics that perfectly fit this characterisation. While most
parts of Africa were subjects of colonial rule, China also suffered the indignity
of foreign occupation. Thus, both parties shared a common history of
colonialism and subjugation. Thus, by the 1950s and 1960s, China naturally
identified with Africa’s struggle against colonialism and anti-imperialism.
Within the context of this understanding, China provided ideological, political
and military support and assistance to revolutionary and anti-colonial
movements in Africa. The politics of East-West rivalry that were the defining
hallmark of the Cold War era was also a salient factor as it facilitated the
identification of a community of interests between China and Africa. Within
the context of the Bandung conference resolutions and utilising the platform
NonAligned Movement that emanated therefrom, China and Africa were
able to play the card of extracting benefits from both the United States of
America and her Western capitalist allies and the Union of Soviet Socialist
Republics and her Eastern communist allies simultaneously while affirming
their neutrality and non-alignment to either of the ideological blocs
(Moumouni, 2019; Shinn and Brown, 2012).

Anti-colonialism and anti-imperialism postures premised on exporting the
Chinese brand of socialism informed China’s African relations in the early
phase. Yet, changes began to manifest by the late 1980s and early 1990s. The
first change in China’s African policy relates to attitude towards ideology. This
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manifested through a change from a posture of forming an alliance in
international politics to strengthening exchange and dialogue based on
seeking common ground while reserving differences. The second change in
China’s African policy shifted from emphasising political contact to relations
through multiple channels and on different levels (Shinn and Brown, 2012;
Anshan, 2006). According to Moumouni (2019), these changes are better
explained as emanating from domestic transformations in both China and
Africa, contrary to them being viewed as resulting from systemic
(international political) effects, mainly the end of the Cold War. These
domestic transformations are two-fold.

First was the “Reform and Open Door Policy’ of China starting in the 1990s,
whose implication, among others, is the introduction of private and
parastatal actors (China state-backed Multinationals) in Sino-African
relations. These actors, by their engagements, helped to boost trade and
investment and strengthen economic ties on the one hand. On the other
hand, they also serve as objects of contention, consternation, and
condemnation in African host countries, especially as they relate to the ethics
of their engagements. As it relates to Africa, the democratisation process of
the 1990s resulted in the introduction of domestic forces such as civil
societies and political parties in Sino-African relations. These new African civil
actors mostly acted as watchdogs on Sino-African relations, deploying
maximum pressure on their respective governments in encouraging them to
seek to protect, advance and promote the national/public interests of their
respective African states as it relates to their dealings with China (Moumouni,
2019: 2-3).

Four rough stages can be clearly delineated in drawing the canvas of Sino-
African relations. First, it relates to the early 1950s to early 1960s, marked by
the People’s Republic of China faced with pressure and adversary from the
United States, followed by a parting of ways with Moscow, which added to
Beijing’s isolation in international politics. Thus, to gain friends, China
embarked on a policy of providing massive support to revolutionary and
liberation movements in Africa till many of the entities under colonial rule
achieved independence. The second phase spanned the 1960s to early
1970s, which was marked by ideologically inclined and politically motivated
relationships. In this period, China maintained good links with countries
governed by revolutionary regimes, providing them with military hardware,
helping with the construction of infrastructural projects, and providing
medical assistance and training, especially in agriculture. The third phase
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corresponds to the mid-1970s to the end of the 1980s, coinciding with
Chinese reform, open door policy, and its new vision on foreign relations. The
last phase commenced in the early 1990s and has been marked by the
democratisation process and regime changes in many African countries. This
phase marked the full manifestation of the new Sino-African relations
underpinned by the new China-Africa policy that was premised mainly on
serving the economic interests of both parties, at least from the point view
of Beijing, her officials and the business elite (Moumouni 2019, 4-5; Shinn
and Brown, 2012).

Given the incremental evolution of Sino-Africa relations as depicted in the
four phases above, the claims by most Western academics and analysts that
China’s policy towards Africa in recent years changed owing to China’s thirst
for oil and natural resources from Africa are misleading and inaccurate. To
this end, the argument by Anshan (2006) that the change in China’s African
policy is closely associated with the transformation of China’s grand strategy
is more appropriate as a plausible explanation for the changes in Sino-Africa
relations. Since the early

1980s, China’s foreign policy, more specifically, its African policy, has been decided
by its development strategy, and thus, it has been subjected to triple
transformation. First was the switch from ideological emphasis to ideological
neutrality; second, from unitary form to multiple channels in bilateral exchange; and
lastly, from single aid to win-win strategy in the field of economic cooperation and
development (Alden, Large and Soares de

Oliveira, 2008a: 2-3; Alden, Large and Soares de Oliveira, 2008b; Anshan,
2006; Moose, 2006).

3. The Charm Offensive: China’s Return to Africa

In a speech to the Organization of African Unity in Addis Ababa on May 13
1996, then-Chinese President Jiang Zemin was quoted to have declared that,

“...We had a memorable yesterday.... We enjoy a splendid today. The flower
of Sino-African friendship is blooming with the care and nurturing of the
Chinese and African people. We will greet a flourishing tomorrow.... China,
the biggest developing country in the world, is ready to join hands with
Africa, the biggest developing continent in the world, to...march into the 215t
century full of confidence” (China Africa 1996, 24)

The position echoed by President Jang reflected China’s returns to re-
engaging Africa following the lull of the 1980s when China looked inward and
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was preoccupied with domestic modernisation and growth challenges of her
own. Having returned, back to the continent that had previously served as
her backer on many occasions on the international stage, especially on the
issues of Taiwan and internal human rights concerns for which she had also
given support, China embarked on a charm offensive that encompassed
relations on multiple fronts and with both traditional allies and others on the
continent (Green, Nelson & Washington, 2020). Unlike relations of the 1950s
to the late 1980s that were couched in the context of ideology, China’s new
policy of global engagement meant that her re-engagement with Africa was
largely informed by pragmatism.

According to Alden, Large and Soares de Oliviera (2008a: 1), China’s
expanding relations with Africa are by far the most important dynamicin the
foreign relations and politics of the continent since the end of the Cold War.
The profound magnitude of the relationship between China and the
continent has become clearly manifest, notwithstanding the hues and noises
that had greeted China’s re-energised engagements with Africa in Western
capitals since the 2000s. Indeed, the unprecedented interest among Western
media, academic, policy experts, government institutions and international
organisations far exceeded the last comparable episode of attention that
greeted then Premier Zhou Enlai’s African ‘political safari’ of 1963-1964
(Alden, Large and Soares de Oliviera, 2008a). While China’s new strategic
engagement with Africa is seen as bearing huge potential in terms of shared
prosperity through win-win cooperation by some stakeholders and watchers
of Sino-Africa relations, other notable antagonists of China’s rapport with
Africa see the potential for the threat of re-colonialism as they argued that
China engagement is merely re-inventing the wheels of imperialism on the
continent (Vicini, Ventroni and Vicini, 2022).

While diplomatic and economic relationships between China and Africa
started to pick up in the early 1990s, 1995 was a decisive year for the two
partners. The main highlight was the announcement of the ‘going out’
strategy to major Chinese companies backed by Chinese state funding and
the creation of new state-owned enterprises purposely to concretise the
going out foreign policy grand strategy. Following a tour of six African
countries the same year, the Chinese president announced a programmatic
plan entitled ‘Toward a new historical milestone of Sino-Africa friendship’.
The action plan programme can be synthesised around five main points.
These are the promotion of genuine friendship between the parties to
become reliable and reciprocal; the enhancement of mutual respect for
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sovereigns and non-intervention in domestic politics of partners; promotion
of common development based on reciprocal advantage; mutual
consultation and cooperation in international politics; and enhancing the
promotion of global peace, security and shared prosperity (Vicini, Ventroni
and Vicini, 2022: 62).

The turn of the century in 2000 and, indeed, the year 2006, China’s ‘Year of
Africa,” saw China-Africa relations attaining an unusual prominence. In
January 2006, Foreign Minister Li Zhaoxing did his New Year tour of Africa,
visiting Cape Verde, Liberia, Mali, Senegal, Nigeria and Libya. This was
followed by the release of China’s first Africa policy statement and a tour of
Morocco, Nigeria, and Kenya by President Hu Jintao in April. Later in June,
Premier Wen Jiabao visited Egypt, Ghana, the Democratic Republic of Congo,
Angola, South Africa, Tanzania and Uganda. The geographical spread and
importance of the visits by the three most important policy-level leaders to
Africa was reinforced by the hosting of the third ministerial and first heads of
state summit of the Forum on China-Africa Relations, FOCAC, in Beijing and
attended by leaders of China and forty-eight (48) African countries (Alden,
Large and Soares de Oliviera, 2008a: 1-2). In his opening remarks at the
FOCAC meeting in Beijing, President Hu Jintao noted that “during the past
five decades, the Chinese and African peoples have forged close unity, and
our friendship has flourished. China-Africa exchanges and cooperation have
grown in all fields and yielded fruitful results. In international affairs, China
and Africa enjoy trust and cooperate closely to uphold the legitimate rights
and interests of the developing world” (Shelton and Paruk, 2008: vi). The
address by President

Hu was a testament to the depth and reach of Sino-Africa relations as well as
the evolution and dynamism that had characterised the engagement over
the decades.

Underlying the significance of the 2000s to China’s grand re-entry into Africa
was the publication of China’s Africa Strategy. This policy document
emphasised the importance of trade, investment and cooperation as the
basis for engagement. The Bilateral Improvement and Investment Protection
Agreement was also created and signed by China and 29 African countries at
its inception. China’s elimination of tariffs on 440 products from Africa’s 25
least-developed countries and debt cancellation for around 33 African
countries. There was also China funding and construction of the African
Union headquarters in Addis Ababa in return for continued diplomatic
support for China by countries on the continent and the regional body. Of
course, there was an increase in the involvement of Chinese state-backed
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corporations, private companies, business entities and merchants in Africa.
The creation of softpower diplomacy entities was particularly important, of
which the Forum on ChinaAfrica Cooperation, China-Africa Business Council,
China-Africa Development Fund, and China-Africa People’s Friendship
Association were pre-eminent. Indeed, of these diplomatic platforms, the
Forum on China-Africa Cooperation was by far the star of the red dragons
(Sibiri, 2021 200; Rockefeller Foundation, 2009: 3).

4. Forum on China-Africa Cooperation FOCAC and China’s Diplomatic
Offensive in Africa

China and her African partners jointly established the Forum on China-Africa
Cooperation (FOCAC) in October 2000. It was the first multilateral
institutional forum directed at coordinating and promoting traditional China-
Africa cooperation in all fields of interest and enhancing diplomatic relations
between the continent and China. The forum was envisaged to serve as an
important platform and effective mechanism for coordinating dialogue,
exchanging experience in governance and enhancing mutual trust and
cooperation between China and Africa (Shelton and Paruk, 2008: vi). FOCAC
has emerged as the main state-level mechanism of formal cooperation in
Sino-Africa relations, distinctively encompassing the combining of
multilateral and bilateral engagement within its platform. The FOCAC process
was conceived to be a unique diplomatic mechanism for the promotion of
dialogue between China and Africa while at the same time facilitating the
development of a common political and economic agenda directed at
advancing South-South cooperation for mutual benefits. More than any
other diplomatic channel or forum for engagement, the FOCAC platform has
brought African and Chinese leaders closer together and helped the crafting
of a shared vision for policy coordination, expanded commercial interaction
and promotion of the idea of a shared common prosperity, no matter how
one-sided this might have been (Shelton and Paruk, 2008: 2).

Analysis as it relates to the origin of FOCAC shows that the contention in the
literature has been more about who first proposed the idea of the
framework, while the process of the platform’s formation has not been
contentious (Sabiri, 20121: 202). In the context of the contention, some
studies conceived of FOCAC as a Chinese machination and an extension of
China’s state political organ directed at solidification of China’s economic,
political, and diplomatic interest in Africa (Cisse, 2012; Brown & Chun, 2009;
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Alves, 2008; Baregu, 2008). On the contrary, others have claimed that FOCAC
was an Afrocentric initiative and a product of propositions for a diplomatic
coordinating platform between China and Africa suggested by African
countries (Haifang, 2018; Anshan et al.; 2013; 2012; Shelton & Paruk, 2008).
Rather than conceiving FOCAC through the lens of either of the antagonising
perspectives, Sabiri (2021: 203-205) averred that FOCAC should be seen as a
‘bargained institutional framework’ for shared impacts. To this end, FOCAC
represents a policy platform for collective engagement and serves as a
knowledge production avenue for developing and exchanging ideas and
experiences that contribute to advancing shared development goals,
objectives and interests.

Table 1: FOCAC Multi-Levels Interactions

The first level of interactions | *Engagement between Chinese and African leaders
eTriennial summits and ministerial conferences
eAdoption of treaties and action plans

The second level of eExchange between Chinese and African senior officials
interactions *Meetings held in-between triennial
summits/conferences eProgress reports of first-level
agreements, follow-up activities, recommendations, and
draft agendas for first-level meetings

The third level of interactions | eRegular meetings and interactions between Chinese and
African diplomats

eSolicitation of ideas and agenda formation through
consultation and feedback process

Adapted from Sabiri, 2021: 206

Following an exchange of proposals between African and Chinese officials in
the late 1990s, a ministerial conference for the establishment of FOCAC was
called by President Hu Jintao in 2000. The Beijing ministerial conference,
which was held between 10t and 12* October 2000, serves as the formal
inauguration of FOCAC. The meeting was attended by more than 80 ministers
from China and 44 African countries, along with 17 representatives of
regional and international organisations. The meeting objective was to
provide a road map for developing a new, stable, long-term relationship
between China and Africa. The engagement was organised into four work
sessions that focused on trade. China’s economic reform programme and
lessons for Africa, poverty eradication and sustainable development and
cooperation in the fields of education, science, technology and healthcare
(Shelton and Paruk, 2008: 71). The 2000 ministerial conference concluded
with the adoption of the Beijing Declaration of the Forum on China-Africa
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Cooperation, the main diplomatic treaty establishing FOCAC (Sabiri, 2021:
210). The Program for ChinaAfrica Cooperation in Economic and Social
Development was also adopted. This has been the main commitment
document that outlined agreements that focus on expanding cooperation
between China and African countries in various economic sectors. In general,
20 important commitments in various fields that spanned social and
economic development were agreed upon by participants at the conference.
Key priority areas include trade and investment, education, human resources
development, agriculture, energy, science and technology and public health
(Shelton and Paruk, 2008). A series of follow-up meetings and engagements
were held between Chinese officials and their African counterparts, including
the convening of an international conference on Sino-Africa relations. China
also established a follow-up action committee to implement the decision
taken at the first FOCAC meeting in Beijing, coordinate post-meeting actions
and plan for the next meeting.

The second FOCAC ministerial conference was held in Addis Ababa, Ethiopia,
between the 15* and 16" of December 2003. In attendance were Chinese
Premier Wen lJiabao and seven presidents from the continent. Also in
attendance were more than 70 government ministers from China and 44
countries from across the continent. The theme of the Addis Ababa meeting
was premised on ‘pragmatic and action-oriented cooperation’. Premier Wen
proposed a four-point agenda and Plan of action to consolidate the gains
recorded in Sino-Africa relations further. This four-point agenda includes
mutual support, democratisation of international relations, joint
collaboration in addressing the challenges of globalisation, and enhanced
cooperation at all levels of engagement. The 2003 meeting in Ethiopia
resulted in the adoption of the Addis Ababa Action Plan for 2004-2206. The
Plan further outlined programmes, initiatives and actions for further future
Sino-Africa cooperation and collaboration (Shelton and Paruk, 2008: 87-88).
Premier Wen noted that China’s engagement with Africa had borne fruitful
results by appraising improvement in Sino-Africa relations since the
commencement of the FOCAC. These he noted include over 20 per cent
increase in trade volume, improved cooperation in human resource
development, debt exemption and cancellation, among other tangible
deliverables (Sabiri, 2021: 210)%. China also made further commitments
directed at strengthening Sino-Africa relations and preparing the ground for
the third meeting (Shelton & Paruk, 2008: 98-100)2.
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Having declared 2006 as the Chinese Year of Africa’ attendance at the 2006
third FOCAC Heads of States meeting in Beijing was the largest ever in an
international summit meeting that China has played host. The meeting was
attended by officials from 48 African countries. The meeting consolidated the
relationship between China, countries with the continent and the regional
body, the African Union. At the summit, Chinese President Hu Jintao outlined
areas of cooperation to include: first, deepening political ties through the
maintenance of high-level officials contacts between Africa and Ching;
second, the broadening of economic cooperation through the upgrading of
human resource capacity and supporting and advancing cooperation
between African and Chinese business communities; third, strengthening
people to people exchange and enhance cooperation in education, science,
technology and telecommunication; fourth, encourage balanced
development through NorthSouth dialogue and south-south cooperation;
fifth, strengthening cooperation on global issues of common interests and
challenges (Sabiri, 2021: 211).3

The main deliverables from the summit were the adoption of the Beijing
Declaration and the ‘Beijing Action Plan 2007-2009’. Before the summit,
Beijing released her new foreign policy strategy paper on ‘China-Africa
relations. The policy document was built on and was largely a consolidation
of positions espoused in earlier policy documents, including previous FOCAC
declarations and Action Plans (Shelton and Paruk, 2008: 111). While the
Beijing Declaration laid out principles that will guide Sino-Africa relations to
the future and provides outlines for cooperation, coordination and
collaboration, the Beijing Action Plan emphasised specific cooperation in
areas covering economy, business and investment, infrastructure, science
and technology, social development and human resources development
among others core areas of priority.* Through concerted efforts from Chinese
and African officials, the 2006 Beijing Plan of Action implementation
recorded impressive successes. The new

1 For Wen’s address and proposals, see “Address by H.E. Wen Jiabao... Second Ministerial Conference of the China-Africa
Cooperation Forum,” December 2003, https://www.focac.org/eng/zywx 1/zyjh/t606816.htm

2 For details on further commitments by the Chinese in the context of the 2003 Addis Ababa Ministerial meeting, see
http://www.focac.org/ eng/ljhy_1/dejbzjhy_1/C122009/200409/t20040915_8103501.htm.

3 For Hu Jintao’s 2006 FOCAC address, see “Address by Hu Jintao... Beijing Summit of the FOCAC,” November 4, 2006,
http://www. china.org.cn/english/features/focac/187678.htm
4 or the detailed commitments in the Plan, see “FOCAC Beijing Action Plan (2007-2009),” November 16, 2006,

https://www.focac.org/ eng/zywx 1/zywj/t280369.htm.
China-Africa strategic partnership envisaged in the 2006 China-Africa
strategy and the Beijing declaration of FOCAC had been strengthened,
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resulting in practical cooperation that had delivered tangible benefits to both
partners.%’

The fourth FOCAC meeting, the second to be held in Africa, was hosted by
Egypt at the Egyptian resort city of Sharm el-Sheikh. The meeting came just
a year after the 2008 global financial crisis. The meeting in Egypt offered
opportunities to review progress in China-Africa relations and the results of
earlier commitments made in previous summits. In attendance at the
meeting were then-Chinese Premier Wen lJiabao, a senior official from China
and high-level officials from more than 20 African countries. At the meeting,
Premier Wen touched on the need to enhance the role of FOCAC within the
context of expanding China-Africa relations®. Aside from laying out proposals
for further collaboration and cooperation, the meeting also agreed on and
released the Sharm el-Sheikh declaration. At the same time, the ‘Sharm el-
Sheikh Action Plan 2010-2012 was also adopted. The Plan covered
cooperation in the traditional areas of economics, finance, trade, business,
investment, infrastructure, agriculture, and energy, among other areas of
mutual interest. The Plan also emphasised the need to increase China’s
commitment to development assistance, debt relief, human resource
development, education and cooperation that advanced Africa’s socio-
economic development (Sabiri, 2021: 212).%°

The fifth FOCAC meeting was hosted by Beijing in 2012. The outcomes of the
meeting were the Beijing Declaration of 2012 and the ‘Beijing Action Plan
20132015. The action plan highlighted areas for further cooperation,
including political and regional peace and security, international affairs,
economic development, people-to-people exchange, and strengthening
FOCAC as a platform for advancing Sino-Africa relations. Specific actions that
were meant to be pursued without delay include initiatives that promote
peace and security in Africa and the training of African officials (civilian and
military) in peace and security issues!®. Johannesburg, South Africa, played
host to the sixth FOCAC summit and the third to be held in Africa in 2015. In
the Johannesburg summit, ten al-encompassing plans for deepening the

97 For details on the implementation of Follow-up Actions of the Beijing Summit of FOCAC, see;
http://www.focac.org/eng/ljhy_1/dscbzjhy/FA32009/200805/t20080528_7976729.htm

% For Wen’s 2009 FOCAC proposals, see “Speech by H.E. Wen Jiabao... Fourth Ministerial Conference of FOCAC,” November 10,
2009, https://www.focac.org/eng/zywx 1/zyjh/t627391.htm

% For details on the 2010-2012 Plan, see “FOCAC Sharm el Sheikh Action Plan (2010-2012),” November 12, 2009, https://www.focac.
org/eng/zywx 1/z2yw;j/t626387.htm

1% For a full discussion on the Plan, see “The Fifth Ministerial Conference of the FOCAC Beijing Action Plan (2013-2015),” July 23,
2012, https://www.focac.org/eng/zywx 1/zywj/t954620.htm
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Sino-Africa relationship were proposed, with cooperation and partnership in
industrial development at the centre stage of commitments.

Addressing the summit for the first time, President Xi Jinping highlighted the
centrality of attaining inclusive and sustainable development to the
realisation of Africa’s industrialisation drive. To this end, President Xi
affirmed China’s commitment to share her experience with Africa to drive
the continent’s industrialisation agenda. A joint declaration and
Johannesburg Action Plan 2016-2018 was adopted as per FOCAC tradition
(Sabiri, 2021: 213).202

The 2018 FOCAC summit in Beijing was by far the largest gathering in the
history of China-Africa relations, surpassing the 2006 gathering. Delegations
from 53 African countries attended the event. The summit outputs include a
declaration that emphasises the need for China and Africa to construct a new
model of inter-state relationship that will be premised on the mutual defence
of one another’s interests. President Xi, in his address to the gathering,
announced China’s commitment to implement eight tangible development
initiatives directed at supporting Africa’s development agenda. The
initiatives spanned infrastructural connectivity (BRI), industrial promotion,
climate-friendly green development, trade facilitation and cooperation,
capacity building, peace and security healthcare development and people-
to-people cultural, educational and scientific exchange and cooperation
(Sabiri, 2021: 214-215)%3, These areas of cooperation and assistance were
further expanded upon in the Beijing Action Plan 2019-2021%4, The eighth in
the series of triennial FOCAC meetings was held in Dakar, Senegal, in 2021.
Just coming out of the COVID pandemic, President Xi's address to the
gathering harped on the importance of pooling the mighty strength of the
2.7 billion Chinese and Africans to guide the advancement of more
reinvigorated high-level China-Africa relations. In the speech titled ‘Uphold
the tradition of always standing together and jointly build a China-Africa
community with a shared future in the new era’, President Xi put forward four
proposals that captured fighting COVID-19 with solidarity, deepening
practical cooperation, promoting green development and upholding equity

101 For insights into President Xi’s address, see; “Speech by H.E. Xi Jinping... China-Africa Business Forum,” December 5, 2015,
https://www. focac.org/eng/zywx 1/zyjh/t1321595.htm

102 For the full text of the Plan, including the specific areas for cooperation, see “The FOCAC Johannesburg Action Plan (2016—2018),”
December 25, 2015, https://www.focac.org/eng/zywx 1/zywj/t1327961.htm
103 For full details of President Xi’s address, see “President Xi Jinping’s Speech at Opening Ceremony of 2018 FOCAC Beijing Summit,”
September 12, 2018, https://focacsummit.mfa.gov.cn/eng/zt/t1591508.htm

104 For details of the 2018 Beijing Action Plan, see “FOCAC Beijing Action Plan (2019-2021),” September 12, 2018,
http://www.focac.org/ eng/zywx 1/zywj/t1594297.htm
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and justice. In the same vein, President Xi noted that in preparation for the
Dakar summit, officials from China and Africa had drawn up the Dakar Action
Plan 2022-2024. The action plan was extracted from a mother document, the
‘ChinaAfrica Cooperation Vision 2035’. Under the first three-year Plan of the
Vision, China will work closely with African counterparts to implement nine
programmes in the areas of medical and health, poverty reduction and
agricultural development, trade promotion, investment promotion, digital
innovation, green development, human resource and capacity building,
people to people exchange, and peace and security.%

Table 2: FOCAC Meetings 2000-2021

Edition Year Meeting’s Location Meeting’s Type

FOCACI 2000 Beijing, China Ministerial Conference
FOCACII 2003 Addis Ababa, Ethiopia Ministerial Conference
FOCACIII 2006 Beijing, China Head of States Summit
FOCAC IV 2009 Sharm el-Sheikh, Egypt Ministerial Conference
FOCACV 2012 Beijing, China Ministerial Conference
FOCAC VI 2015 Johannesburg, South Africa Head of States Summit
FOCACVII 2018 Beijing, China Head of States Summit
FOCAC VIII 2021 Dakar, Senegal Ministerial Conference

Compiled by author from multiple sources

Currently, FOCAC remains the preeminent platform for the discussion and
engagement on Sino-Africa relations. However, the triennial summit is one
of many forums for coordinating high-level state discussion and engagement
between China and Africa.l, FOCAC matters as a meeting venue to mark
progress, publicly sign deals or outline future relations. However, it has yet
to develop an institutional apparatus with any autonomous role in China’s
African policy. Nor does it have a significant role in directing relations beyond
formal public coordination and presentation. Its relevance should be situated
within those sections of the Chinese government directing African policy,

105 For detailed on President Xi's speech and complete discussion on the ‘China-Africa Cooperation Vision 2035’ see
http://www.focac.org/ focacdakar/eng/; http://english.scio.gov.cn/topnews/2021-12/28/content_77957127.htm;
download.china.cn/en/doc/xi20211129. docx

1% There is also the Macau-based Economic Forum for Cooperation between China and the Portuguese-speaking community, and
the Sino-Arab Friendship Conference was established at the end of November 2006 in Khartoum.
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most notably the Chinese Communist Party Central Committee’s Leading
Group on Foreign Affairs (headed currently by President Xi Jinping), which
formulates foreign policy. The Department of African Affairs (DAA) within the
Ministry of Foreign Affairs implements top Chinese leaders’ policies,
including through the FOCAC (which has a Chinese ‘Follow-up Committee’
made up of more than twenty state agencies headed by the Secretary
General of the DAA). These state institutions, ministries and agencies are fed
by research output from important think tanks that focus on Africa and
African affairs.07

Since its creation, FOCAC has evolved as the most significant and impactful
functional diplomatic engagement framework in China’s foreign policy
history. Indeed, FOCAC is regarded as the “most significant event in the
development of country-to-region political and economic relations,”
overshadowing every diplomatic and political framework between Africa and
other external powers (Bodomo, 2019). The touted transformation of China-
Africa engagement must thus be understood within the functional
framework of FOCAC as a product of the exponential increase in China-Africa
interactions propelled by China’s opening-up that effectively commenced in
the 1990s (Sibiri, 2021: 200). Under General Secretary of the CCP Xi Jinping,
China has significantly stepped up its political activities in Africa. Through its
political engagement on the continent, Beijing gains support for its national
and international goals and promotes its model of economic growth and
development (Green, Nelson & Washington, 2020: 4).

4. On the Shoulder of FOCAC: Trade, Investment and Infrastructure
Financing in Sino-Africa Relations

Starting from the turn of the 21t century, trade, investment, and China’s
development assistance to Africa have witnessed a remarkable surge. The
acceleration of trade relations between Africa and China was noticeable, with
the volume of trade transactions between the two partners at USD10.5
billion in 2000. This rose to USD 29.5 billion in 2004 and jumped to USD 40
billion in 2005. The trade volume was USD55.5 billion in 2006 and rose to
USD73 billion in 2007 (Alden, Large & Soares de Oliveira, 2008a: 6-7). By
2019, the volume of China-Africa trade stood at USD 192 billion. The COVID-
19 pandemic and its rupture of international trade forced a downward
trajectory for China-Africa trade in 2020, with the value of volume of trade

197 These include the Chinese Academy of Social Science’s Institute for West Asian and African Studies, and
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standing at USD 176 billion. However, this was temporary as the volume of
trade in dollar value picked up again following the easing of restrictions after
the COVID-19 pandemic. The volume of trade between China and Africa as of
2021 stands at USD 251 billion, while for 2022, it stands at USD 282 billion. In
the first five months of 2023, China’s total import and export volume with
Africa reached USD113.5 billion. While China-Africa trade has been on a
steady increase for the last two decades, due to commaodity price fluctuation
and weakness starting from 2014, the value of Africa’s exports to China in
dollar terms has been on a declining trend while the value of African import
from China has remains steady or on the increase (China-Africa Research
Initiative CARI, 2023a). Nothing under-

government think tanks such as the China Institute of Contemporary Relations. Several established Chinese official NGOs, such as
the Chinese Association for International Understanding or the China Society for Afro-Asian Development and exchange are also
involved.

scores the strength of China-Africa trade relations better than the fact that
China has remained Africa’s largest trading partner for 14 consecutive years
(2008-2022). Aside, China is also Africa’s fourth largest source of foreign
direct investment FDI (Xinhua News Agency, 2023).

Table 3: China’s Export to Africa, China Import from Africa and China-
Africa Total Annual Trade

Year China’s Export to Africa| China’s  Import  from| Total Annual Trade between
(USD billion) Africa (USD billion) China & Africa (USD billion)

2000 5.01 4.85 9.86

2001 5.96 4.08 10.04

2002 6.92 4.61 11.53

2003 10.12 7.41 17.53

2004 13.73 13.74 27.47

2005 18.60 18.99 37.59

2006 26.58 26.79 53.37

2007 37.37 33.91 71.28

2008 51.09 51.04 102.13

2009 47.64 40.31 87.95

2010 59.81 60.27 120.08

2011 72.92 73.63 146.55
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2012 85.13 78.91 164.04
2013 92.57 81.11 173.68
2014 105.83 79.86 185.69
2015 155.70 47.53 203.23
2016 91.98 41.27 133.25
2017 94.50 60.21 154.71
2018 104.95 80.34 185.29
2019 113.05 78.68 191.73
2020 113.96 61.95 175.91
2021 145.52 86.36 231.88
2022 164.16 96.66 260.82

Chinese Overseas Foreign Direct Investment (OFDI), as it is officially known
and referred to in Beijing to Africa, has been on a steady increase since
2003 when records of ODI from China became available. OFDI from China to
Africa was a paltry USD75 million in 2003. By 2021, OFDI from China to
Africa had surged to USD 5 billion. Overseas Foreign Direct Investment from
China to Africa peaked in 2008 at USD 5.5 billion, mainly due to the
acquisition of 20 per cent shares in Standard Bank of South Africa by the
Industrial and Commercial Bank of China (ICBC). Foreign direct investment
flows from China to Africa have exceeded those from the United States
since 2013 in the same way the value and volume of China-Africa trade had
overtaken that of the US-Africa trade since 2008. The top five African
destinations of overseas FDI from China in 2021 were the Democratic
Republic of the Congo, Zambia, Guinea, South Africa and Kenya (China-
Africa Research Initiative CARI, 2022).

Table 4: Chinese Overseas Foreign Direct Investment to
African Countries 2003-2021

Year FDI Annual Flow
in USD Billion

2003 |0.07

2004 (0.32

2005 (0.39

2006 |0.52
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2007 |1.57
2008 |5.49
2009 |1.44
2010 |2.11
2011 |3.17
2012 | 2.52
2013 | 3.37
2014 |3.20
2015 | 2.98
2016 |2.40
2017 |4.10
2018 |5.39
2019 |2.70
2020 (4.23
2021 [4.99

Source, China-Africa Research Initiative CARI 2022.

The stories of China’s engagement in constructing infrastructural facilities
and financing are familiar in Africa. In this wise, the financing and
construction of the iconic TanZam railway line from the copper belt of Zambia
to the port city of Dar es Salam in Tanzania in the 1970s remains indelible as
the project continues to serve as a major link in East Africa railway and road
network system. Thus, while China had engaged in state-to-state bilateral
investments and development assistance, especially concerning the
construction of infrastructural projects in selected African countries in the
past, their scale and magnitude of financial commitments pale when
compared to contemporary Chinese infrastructural projects financing in
Africa through China’s signature Belt and Road Initiative. As of August 2022,
the Chinese official Road and Belt Initiative website lists 52 African countries
that have signed up to one form of agreement or understanding with the
Road and Belt Initiative. China has positioned Africa as a critical component
in the larger canvas of the Belt Road Initiative. This is primarily a result of the
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continent’s potential for developing rails, roads and energy projects that
greatly benefit the continent’s people and can energise national, sub-
regional and continental-wide development. Africa is also considered a major
destination for BRI investment because many of the countries on the
continent need improved infrastructure project financing, especially in
transport and energy, as these areas continue to be major barriers to
development in the region.

The East Africa sub-region serves as the springboard for China’s investment
activities in the past and within the context of the current BRI, given its access
to ports and the need for rails and roads. However, initiatives and projects
under the BRI have since branched out to numerous projects across the
continent. Major road infrastructure projects under the BRI now stretch from
south to north Africa, including Mozambique’s Maputo-Katembe bridge and
Algeria’s Cherchell Ring Expressway Project. Belt and Road projects in Africa
generally focus on transport and power but include variations within, from
international rail and expressways, seaports, hydropower to carbon-based
power, water supply and sanitation, and many other programmes. Other
ongoing notable BRI infrastructural projects that have been initiated on the
continent include Ethiopia, the Addis Ababa-Djibouti railway; Djibouti; Port
of Doraleh-Ethiopia’s gateway to world trade; Kenya, the Mombassa-Nairobi
railway connecting, Kenya capital to the most important port of Mombassa;
Nigeria, Lagos to Kano railway line, connecting the Nigeria commercial capital
to the Kano the most important Trans-Sahara trade-route city; and in
Uganda, the Entebbe-Kampala expressway (Devonshire-Ellis, 2020). Without
a doubt, many of China’s bilateral investments, infrastructural project
construction and financing and trade relations with Africa were driven by the
logic of natural resources extraction, especially hydro-carbon (oil and gas)
and alloy and non-alloy metals and ferrous. These resources were needed to
drive China’s insatiable quest for raw materials on which her industrial
undertakings survive. Thus, the logic of extraction has also characterised
China’s engagement and relations with Africa.

5. Conclusion

China has interacted with African regions, especially East Africa, for over a
thousand years. However, contact, interaction, and relationships have never
been as highly embedded as they are currently, especially since the turn of
the 21t century. Formal diplomatic relations between China and Africa, at
least in the current modern conception, dated at least to the 1960s following
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the granting of independence and the attainment of sovereign statehood by
states on the continent. However, Sino-Africa relations had to take the
backstage in the order of importance of foreign relations of emergent
independent African states. More importantly, in the 1960s, China did not
possess much economic, diplomatic or military clout on the global stage.
Thus, many of the newly independent African states looked more to the
direction of London and Paris, and, by extension, Washington and African
states’ foreign policy and relations reflected their historical ties with their
former colonial powers. However, starting from the turn of the century,
China has re-discovered the centrality of Africa to its globalist international
relations agenda. To this end, China has made a dramatic grand entry into
Africa. Using the platform of the Forum on China-Africa Cooperation that was
launched in Beijing in 2000, China has sought to drive its Africa’s foreign
policy agenda to much success, applause, trepidation and concerns across
many quarters. In 2006, dubbed the ‘Year of Africa’ in Beijing, the release of
China’s Africa Strategy document and the hosting of the third FOCAC Summit
that was also the first Head of States gathering all reinvigorated China’s
engagement with Africa and contributed to the deepening of Sino-Africa
relations. With the conclusion of the eighth summit in the series of meetings
on the FOCAC platform, China can be said to have maximally deplored the
summit platform to advance, protect and promote her interest in Africa to
the consternation of Washington and allies in Europe and Asia. Itis how China
has deployed the instrumentality of FOCAC for the advancement and
promotion of China’s interests in Africa that this article discussed; the verdict
has been that China has been more successful with the platform of FOCAC
than any other superpowers’ diplomatic engagements and undertaking in
respect to Africa in the turn of the 215t century.

References

Alden, Chris; Large, Dan and Soares de Oliveira, Ricardo (2008a). China returns to
Africa: Anatomy of an expansive engagement. Real Instituto Elcano, Working
Paper No. 51.

Alden, Chris; Large, Dan and Soares de Oliveira, Ricardo. Edited (2008b). China
returns to Africa: A rising power and a continent embrace. London: C Hurst and
Co. Publisher

Anshan, Li et al. (2013). The Forum on China-Africa Cooperation: From a Sustainable
Perspective. Beijing: Peking University.

Anshan, Li et al. (2012) FOCAC twelve years later: Achievements, challenges, and the
way forward. (Uppsala: Nordic Africa Institute.

127



Asian Issues
No. 1/2023

Anshan, Li (2006) Transformation of China’s policy towards Africa. Centre on China’s
Transnational Relations, Working Paper No. 20

Alves Ana Cristina (2008). Chinese Economic Diplomacy in Africa: The Lusophone
Strategy. In Chris, Alden, Daniel, Large, and Ricardo, Soares de Oliveira (Eds.)
China enters Africa (pp. 69-82). London: C Hurst Publisher.

Baregu, Mwesiga (2008). The three faces of the Dragon: Tanzania-China relations in
historical perspective. In Kweku, Ampiah & Sanusha Naidu (Eds.) Crouching Tiger,
Hidden Dragon? (pp. 152-166). Cape Town: University of KwaZulu-Natal Press

Bodomo, Adams (2019). Africa-China-Europe relations: Conditions and
conditionalities. Journal of International Studies 12(4): 115-129.

Brown, Kerry & Chun, Zhang (2009). China in Africa: Preparing for the next Forum
for China-Africa Cooperation. London: Chatham House.

China-Africa Research Initiative CARI (2023a). Data: China-Africa Trade. China Africa
Research Initiative, School of Advanced International Studies. Baltimore: John
Hopkins University.

China-Africa Research Initiative CARI (2023b). China’s exports to African countries
and China’s imports from African countries. China Africa Research Initiative,
School of Advanced International Studies. Baltimore: John Hopkins University.
www.comtrade.un.org/data/

China-Africa Research Initiative CARI (2022). Chinese FDI flows to African countries.
China Africa Research Initiative, School of Advanced International Studies.
Baltimore: John Hopkins University.

ChinaAfrica (1996). President Jiang Zemin, speech to the Organization of African
Unity, Addis Ababa, May 13 1996. ChinaAfrica, 66 (June 1996), p. 24.

Cisse, Daouda (2012). FOCAC: Trade, investment and aid in China-Africa relations:
Policy Briefing, Centre for Chinese Studies, Stellenbosch University.

Cooley, John (1965) East wind over Africa: Red China’s African offensive. New York:
Walker and Company.

Green, Will; Nelson, Leyton & Washington, Brittney (2020). China’s engagement
with Africa: Foundations for an alternative governance regime. Staff Research
Report. US-China Economic and Security Review Commission.

Devonshire-Ellis, Chris (2020). Eight African Belt and Road Initiative projects that

global investors should be aware of. Silk Road Briefing.

https://www.silkroadbriefing.com/ news/2020/10/30/eight-african-belt-and-road-
initiative-projects-that-globalinvestors-should-be-aware-of/

Haifang, Liu (2018). Africa and China: Winding into a community of common destiny.
In Nagar Dawg & Charles Mutasa (Eds.) Africa and the World. (pp. 71-93). Cham:
Palgrave Macmillan.

Han-Chen, Nan (1965). Resolutely struggle against imperialism and neo-colonialism
and for the economic emancipation of the Afro-Asian peoples. Peking: Foreign
Language Press.

Jinyuan, Gao (1984). China and Africa: the development of relations over many
centuries. African Affairs 83(331): 241-50.

128



Lugman Saka
Charm Offensive: Forum on China-Africa Cooperation

and the Dynamics of Sino-Africa Relations

Large, David. (2008). Beyond ‘Dragon in the Bush’: The study of China-Africa
relations. African Affairs 107(426): 45-61.

Lessing, Peter. (1962). Africa’s red harvest. London: Michael Joseph Publishers

Moose, George (2006). ‘China in Africa: They’re back!” Africa Policy Journal, 2

Moumouni, Guillaume (2019) Domestic transformations and change in Sino-African
relations. Centre on China’s Transnational Relations, Working Paper, No. 21.

Scalapino, Robert (1964). On the trail of Chou En-Lai in Africa. New York: Rand
Corporation.

Shelton, Gareth & Paruk, Farhana (2008). The Forum on China-Africa Cooperation:
A strategic opportunity. Monograph Series No. 156 and Johannesburg: Institute
for Security Studies.

Shinn, David and Brown, Kerry (2012). China and Africa: A century of engagement.
Chatham House, Africa Programme Meeting Summary. London: Chatham House.

Slawecki, Leon (1963). Two Chinas in Africa. Foreign Affairs 41: 398—409.

Sibiri, Hagan (2021). FOCAC at twenty: A ‘bargained institutional framework’ for
shared impacts. China Quarterly of International Strategic Studies 7(2): 199-217.

Snow Peter. (1988). The star raft: China’s encounter with Africa. London: Weidenfeld
and Nicolson Publishers.

Sued, K. Hilal (2012) TAZARA: How the great Uhuru railway was built. The African
Newspaper, Saturday, April 7. Pages 12-13. Accessed from the Embassy of the
People’s Republic of China in the United Republic of Tanzania. Retrieved from
http://tz.china- embassy.gov.cn/eng/ddbd/201204/t20120411_6094282.htm

Vicini, Andrea; Ventroni, Matteo & Vicini, Matteo (2022). The Chinese influence in
Africa: Neocolonialism or genuine cooperation. International Journal of Business
Marketing and Management, 7(2): 58-66.

Yu, T. George (1968). Dragon in the bush: Peking’s presence in Africa. Asian Survey,
8(12) p. 1026.

Xinhua News Agency (2023). Economic Watch: China-Africa trade index debuts,
indicating strong growth.
http://www.focac.org/eng/zfzs_1/202306/t20230630_11105868.htm

NlykmaH Caka

OdaH3uBa wapma: Popym capagre KuHa-Adppuka m
ANHAMMKA KMHECKO-adpUUKUX O4HOCA

AncTpakr

Tokom nocnedwe 0se OeuyeHuje, buno je MHO20 ByKe OKO cmpameuwkKoe
Hacmynara HP KuHe npema Agppuyu, Hapoyumo y BauwuHzmoHy u He208um
cnedberuyuma y Esponu. MnasHa bpuza 3anadHux memporona mu4e ce
Y2POXEHOCMU HUX08UX MOC/I0BHUX UHMepeca 3602 u3y3emHoz javarba
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fpucycmea KUHecKux eHepz2o Kopropauyuja y a@puykum Opiasama,
npouszsohayuma Haghme, KAo U cmpamewkKux oOHoca Koje HP KuHa pa3suja
WUpoM KOHMUHeHmMa. bpojHe uHsecmuyuje y agppuvxke KOMMNaHuje u3 eHepao
cekmopa, npojekmu  cmpamewske  UHGppacmpykmype Yy  OKeupy
MHuyujamuse nojac u nym, oungao0MamcKu U eKOHOMCKU GH2aHMAH KpPo3
mexaHusme Popyma 3a capadwy KuHe u Agpurke (FOCAC), 3Ha4ajHU
bunamepanHu 3ajMoBU U 2pPAHMOBU, U HAPACAU B0jHU AH2AXMAH, Mmehy
ocmanum pakmopuma, AonpuHenu cy ymuuajy u yenedy KuHe y Agpuyu.
Mocmassa ce numarse: jecy au ynosopera 3anada 0 HeaamusHoj CMpPaHuU
ose capadHe 0cHosaHa, u 0a au CA/l 3aucma 6puHy o OoMmuHauuju KuHe Had
Appurkom? CyrnpomHo o8um meporama 3anadHux cuna, [lekuHe je
deyeHujama pa3sujao cmpamewky capadry ca APPUKOM, MoKazaswu ce
Kao noy30aH case3HUK agpuykum opxcasama, obezbehyjyhu um nomoh,
3ajmose u Opyze sudose eKOHOMCKe NoOpWKe U mexHu4Ke nomohu, nocebHo
y obaacmu noseonpuspede U paseoja UuHppacmpykmype. Ocaambajyhu ce Ha
38aHUYHe MoOamke U ceKyHOapHe u3eope, 08aj pad aHaU3UPa OUHAMUKY U
chepe KuHecko-agppuvKe capadre U KUHecKo2 cmpamewkoa npucycmea y
Agpuyu, u nocebHo Ha numarse Kako je HP KuHa ycmepasana ceoj pacmyhu
ymuuaj 0a ocmeapyje u yHanpehyje ceoje cmpamewKe eKOHOMCKe U
be3bedHocHe uHmepece y Agpuyu. KrbyuyHe peum: Adpuka, HP KuHa,
amnnomatumja, POKAK, BPU
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South-South Cooperation as a Key Strategy for the
Protection of Biological Diversity —
BRICS as the framework**

Abstract

This article aims to analyse the South-South cooperation mechanism for the
protection of biological diversity, particularly the status of biodiversity in
Brazil, Russia, India, China, and South Africa, as well as the mechanisms of
cooperation among BRICS countries. The findings suggest that BRICS should
improve their policies towards biodiversity conservation through South-South
Cooperation; facilitate the exchange of information, including the use of
artificial intelligence, data analytics, and other front-end geospatial
technologies for forest assessment and long-term ecological monitoring; and
take substantial initiatives in international negotiations encouraging policies
on long-term for biodiversity protection and climate change mitigation.

Keywords: South-South Cooperation, Convention on Biological Diversity,
BRICS.

1. Introduction

The sixth mass extinction is happening faster than ever. Caused mainly by
human activities, the rapid loss of biological diversity represents one of the
biggest challenges of our time. The natural background extinction rate is
approximately one species per year, but the current rate is 100 or 1.000 times
higher.1081% Caused by an ever-increasing population and consumption rates,
the ongoing sixth mass extinction may be the most severe environmental

198 #phD in International Law, the University of S3o Paulo (USP); founding member of GEBRICS/USP.

** Received on September 2023; Accepted on December 2023Raustiala, K.; David, V. Biodiversity Since Rio: The Future of the
Convention on Biological Diversity.
199 Environment: Science and Policy for Sustainable Development. Volume 38, 1996 - Issue 4.
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threat to the persistence of civilisation because it is irreversible.'° According
to the report from the Intergovernmental Science-Policy Platform on
Biodiversity and Ecosystem Services (IPBES), the health of ecosystems on
which we and all other species depend is deteriorating more rapidly than
ever, eroding the very foundations of our economies, health, livelihoods, and
food security.!

Biodiversity is essential for the processes that support all life on Earth. All
living organisms and animals, including humans, depend on functions
performed by the world’s ecosystems. Biodiversity supports the provision of
food and water and mitigates and provides resilience to climate change. The
effectiveness of the 2030 Agenda depends on measures to conserve
biodiversity and sustainably use its components.!?

Brazil, South Africa, India, and China are among the countries with the highest
biodiversity on Earth. Brazil is at the top among the megadiverse countries.
It hosts between 15 and 20 % of the world’s biological diversity, with more
than 120,000 species of invertebrates, about 9,000 vertebrates, and more
than 4,000 plant species.'* South Africa is home to nearly 10% of the world’s
plants, 7% of the reptiles, birds, and mammals, and 15% of known coastal
marine species.’* India is also recognised as a megadiverse country rich in
biodiversity. With 2.4 % of the Earth’s land area, India accounts for 7% to 8%
of the world’s recorded species.'*> As one of 17 mega-biodiversity countries
worldwide, China harbours nearly 10% of all plant species and 14% of animals
on Earth.%6

10 Robinson, D. Sixth Mass Extinction of Wildlife Accelerating — Study, 2021. Available at: https://earth.org/sixth-mass-extinction-
of-wildlife-accelerating/

11 |PBES. Summary for Policymakers of the Global Assessment Report on Biodiversity and Ecosystem Services of the
Intergovernmental  Science-Policy =~ Platform  on  Biodiversity —and  Ecosystem  Services, 2019. Available at:
https://doi.org/10.5281/zenodo.3553579

112 Convention on Biological Diversity. Biodiversity is Essential for Sustainable Development and Human Well-Being. Available at:
https:// www.cbd.int/article/biodiversityforSDGs

113 UNEP. Megadiverse Brazil: Giving Biodiversity an Online Boost. Available at: https://www.unep.org/news-and-
stories/story/megadiverse-brazil-giving-biodiversity-online-
boost#:~:text=Brazil%20is%20at%20the%20top,more%20than%204%2C000%20plant%20species.

14 South African National Biodiversity Institute (SANBI). Available at: https://www.sanbi.org/about/about-sanbi/

115 UNDP. The Biodiversity Challenge - Supporting India’s Ecosystems. Available at:
https://www.in.undp.org/content/india/en/home/ climate-and-disaster-reslience/successstories/the_biodiversitychallenge-
supportingindiasecosystems.html

116 UNDP. Biodiversity Conservation. Available at:
https://www.cn.undp.org/content/china/en/home/ourwork/environmentandenergy/ in_depth/biodiversity-
conservation-.html#:~:text=As%200ne%200f%2017%20mega, provides%20important%20resources%20for%20medicine.
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According to FAO, Y7 Russia, Brazil, and China are among the top five
countries for forest areas. Considered the most forested country in terms of
actual land area covered by forest, Russia is home to more than one-fifth of
the world’s forest areas. Brazil represents the second largest forested area in
the world, with around 497.5 million hectares of forested land, which
constitutes 58% of the total land area.!®

Conserving biodiversity in the context of pandemics, climate change,
population growth, and demands for economic development is one of the
BRICS” most significant challenges. Biodiversity is essential for human health
and well-being, economic prosperity, and food security, and it is the key
indicator of the health of an ecosystem. The extinction of a species is not only
a massacre against other lives who for years shared the same planet with
humans, but it also may have unforeseen impacts, sometimes snowballing
into the destruction of entire ecosystems. As a twoway process, climate
change is one of the main drivers of biodiversity loss, and the destruction of
ecosystems undermines nature’s ability to regulate greenhouse gas (GHG),
thus accelerating climate change. Humanity can reduce the extent of climate
change by protecting biodiversity and restoring ecosystems.

This article provides an overview of the current status of biodiversity in BRICS
countries, cooperation among these countries, and their participation in the
international legal framework regarding biodiversity protection, focused on
the Convention on Biological Diversity (CBD). The findings suggest that BRICS
countries should improve their policies towards biodiversity conservation
through South-South Cooperation; facilitate the exchange of information,
including the use of artificial intelligence, data analytics, and other front-end
geospatial technologies for forest assessment and long-term ecological
monitoring; and take substantial initiatives in international negotiations
encouraging policies on long-term for biodiversity protection and climate
change.

2. Convention on Biological Diversity

The Convention on Biological Diversity (CBD) was opened for signature in
1992 at the United Nations Conference on Environment and Development in
Rio de Janeiro and represents an important tool for the conservation of

17 FAO (2020). Global Forest Resources Assessment.

118 Brasil, Sistema Nacional de Informagdes Florestais. Available at: https://snif.florestal.gov.br/pt-br/os=-biomas-e-suas-
florestast:~:textFlorestas%20n0%20Brasil,apenas%202%25%20s%C3%A30%20florestas%20plantadas.
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biological diversity, the sustainable use of the components of biological
diversity, as well as for a fair and equitable sharing of the benefits arising out
of the utilisation of genetic resources. The Convention establishes that the
contracting parties must establish a system of protected areas; regulate
biological resources necessary for the conservation of biological diversity,
whether within or outside protected areas, to ensure their conservation and
sustainable use; promote the protection of ecosystems, natural habitats, and
the maintenance of viable populations of species in natural surroundings,
among other measures.

Ratified by more than 190 Parties, the CBD has helped change how
governments and civil society approach the challenges of biological diversity.
Before the adoption of the CBD, access to biological resources was frequently
regarded as a freefor-all. Therefore, CBD provides a step forward in
redressing the distributive justice balance and presents just legislation
sensitive to the international relations context in the 21st century.®

The Convention on Biological Diversity defines biological diversity as the
variability among living organisms from all sources, including, among other
things, terrestrial, marine, and other aquatic ecosystems and the ecological
complexes of which they

19 Chroeder, D.; Pogge, T. Justice and the Convention on Biological Diversity. Ethics & International Affairs, 23(3), 2009. 267-280.
doi:10.1111/j.1747-7093.2009. 00217 .x

134



Elen de Paula Bueno South-South Cooperation as a Key
Strategy for the Protection
of Biological Diversity — BRICS as the framework

are part; this includes diversity within species, between species, and of
ecosys tems.*2 Moreover, it recognises that biological diversity is about more
than plants, animals, and microorganisms and their ecosystems — it is about
people and our need for food security, medicines, fresh air and water,
shelter, and a clean and healthy environment in which to live.*3

The recognition of rights to sustainable management of natural resources for
indigenous peoples, local communities, and women and the implementation
of the CBD objective on fair and equitable benefit-sharing can improve
socioeconomic and political inequality among countries and social groups
(SDG 10).** The Convention has two protocols, both of which take into
account the needs of, and commit to cooperating with, developing countries:
the Nagoya Protocol on Access to Generic Resources and the Fair and
Equitable Sharing of Benefits Arising from their Utilization and the Cartagena
Protocol on Biosafety to the Convention on Biological Diversity (governs the
movements of living modified organisms — LMOs — resulting from modern
biotechnology from one country to another). Brazil, Russia, India, China, and
South Africa ratified CBC in the '90s. Except for the Russian Federation, all
other BRICS countries are State parties to the Cartagena and Nagoya
Protocols.

At the 10th Conference of the Parties in October 2010 in Nagoya, the 193
Parties to the CBD agreed on a ten-year global Strategic Plan for Biodiversity
2011-2020 to combat biodiversity loss over the next decade and defined 20
concrete targets, known as the Aichi targets. Most recently, the
Declaration from the High-Level Segment of the UN Biodiversity Conference
2020, the Kunming Declaration, recalled the relevance of the 2050 Vision for
Biodiversity, “Living in harmony with nature,” and recognised that progress
had been made in the last decade, under the 20112020 Strategic Plan for
Biodiversity, but deeply concerned that such progress has been insufficient
to achieve the Aichi Biodiversity Targets. The Declaration also emphasised
with grave concern that the “unprecedented and interrelated crises of
biodiversity loss, climate change, land degradation and desertification, ocean
degradation, and pollution, and increasing risks to human health and food
security, pose an existential threat to our planet”. Therefore, it stressed that
urgent and integrated action is “needed through policy coherence at all levels
of government, and the realisation of synergies at the national level across
relevant Conventions and multilateral organizations”.*

135



Asian Issues
No. 1/2023

In South-South cooperation, initiatives and projects represent vital tools for
developing countries to share strategies for effectively implementing the
Convention. It means that by strengthening institutional and technical
capacities, experiences can

12 United Nations. Convention on Biological Diversity, 1992.

13 CBD, UNEP. The Convention on Biological Diversity. 10 Years on Taking Stock, Looking Forward, 2010.

14 International Institute for Sustainable Development (2019). Why Biodiversity Matters: Mapping the Linkages between
Biodiversity and the SDGs. Available at: https://sdg.iisd.org/commentary/policy-briefs/why-biodiversity-matters-mapping-the-
linkages-between-biodiversity-and-the-sdgs/

15 Kunming Declaration. Available at: https://news.cop15-china.com.cn/api-content/cms/contenthywjianen

be shared and projects implemented. South-South cooperation can be more
suita ble for evaluating political sensitivities and conditions peculiar to
developing countries. In 2007, the G-5 (Brazil, China, India, Mexico, and South
Africa) introduced the “Joint Position Paper”, which, along with other topics,
highlights the necessity to build a truly global association for development,
as it is established in the 8th Objective of the Millennium Development Goals,
the Monterrey Consensus, and the Johannesburg Implementation Plan. At
that moment, the group reaffirmed the “role of South-South cooperation in
the general context of multilateralism as a vital process to face the challenges
of the South, in particular, its role as a tool for stimulus and for strengthening
the economic independence of developing countries in the quest to achieve
a fair global economic order”.12°

3. Biodiversity in BRICS countries

BRICS countries are among the most biodiverse countries in the world. Brazil
is home to the world’s largest contiguous expanse of tropical forest and
harbours several endemics of plants, mammals, birds, and fish — making it
the most biologically diverse country in the world. South Africa, India, and
China are also among the countries with the highest biodiversity on Earth.
Russian forests represent about 22% of the world’s forest resources, 40% of
the most valuable coniferous stands, and the largest wetland systems in the
world. Russian biodiversity includes 12,500 species of vascular plants,
representing 5% of the world’s vascular flora. 12

Despite initiatives and implementation of national legislations aiming to
conserve ecosystems, fauna, and flora, BRICS countries face environmental

120 convention on Biological Diversity. South-South Cooperation on Biodiversity. Volume 1, Issue 1, October 2010.

121 Convention on Biological Diversity. Profile by country. Available at: https://www.cbd.int/countries/profile/?country=ru
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and natural resource challenges, including degradation of land and water
resources, pollution, climate change, deforestation, and biodiversity loss.

3.1. Brazil

Brazil is the most biologically diverse country in the world. It hosts between
15 and 20% of the world’s biological diversity, almost 50,000 plant species,
and 116,192 fauna species. It has the most extensive continuous stretch of
global mangroves (1.3 million hectares) and the largest reef environments in
the Western South Atlantic, distributed along more than 3 thousand km of
the Brazilian coast. 2 The Brazilian ecosystems include the Amazon
Rainforest, Cerrado (source of Brazil’s largest rivers), Atlantic Rainforest (the
forest with the world’s highest biodiversity), Caatinga (dry savannah),
Pantanal (the largest inland wetlands in the world), Mangroves and
Restingas, and Pampas. Each of the mentioned ecosystems is fragile and at
risk. Deforestation is one of the main threats that affect practically all
Brazilian ecosystems, frequently associated with economic activities,
especially agriculture expan sion and mining. Among its serious
consequences are loss of biodiversity, increased risk of extinction of wild
animals, and reduction of ecological services provided by the forest, such as
maintenance of the climate and the hydrological cycle.

The fragmentation and loss of habitats, introduction of alien species and
exotic illnesses, overexploitation of plants and animals, use of hybrids and
monoculture in agro-industry and reforestation programs, pollution, and
climate change are, therefore, the main threats to biodiversity in Brazil.
Habitat loss is the most significant cause driving species towards threatened
status.’?® The loss of biodiversity caused by the unsustainable use of natural
resources threatens all living organisms on Earth. Brazil’s growing systemic
crisis (economic, climatic, hydrological, food, and migratory) is contrasted by
the country’s vast range of natural resources and opportunities to address
these demands.**

Brazil’s space research agency (INPE) report revealed that deforestation in
Brazil’s Amazon rainforest has hit its highest level in over 15 years. %

122 Brasil, Ministerio do Meio Ambiente. Ecossistemas. Available at: https://www.gov.br/mma/pt-br/assuntos/ecossistemas-1
123 Convention on Biological Diversity. Brazil, main details. Available at: https://www.cbd.int/countries/profile/?country=br

124 Joly, C.A et al. Brazilian assessment on biodiversity and ecosystem services: summary for policymakers. Biota Neotropica. 19(4):
€20190865.

125 Agencia Brasil. Desmatamento na Amazonia em 2021. Available at: https://agenciabrasil.ebc.com.br/geral/noticia/2021-
11/desmatamento-na-amazonia-legal-tem-aumento-de-2197-em-2021
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Deforestation of the Amazon has increased under President Jair Bolsonaro,
mainly because he encouraged agriculture and mining activities in the
rainforest. As miners appear to be encouraged by the president’s support of
their industry, attacks on Indigenous communities have also soared.
Indigenous groups have filed a request with the International Criminal Court
for it to investigate Brazilian President Jair Bolsonaro over alleged genocide
and crimes against humanity.

3.2. Russia

The ecosystems of Russia are very diverse, including polar deserts, tundra,
forest tundra, taiga, mixed and broad-leaved forests, forest-steppe, steppe,
semi-desert, and subtropics. Land degradation (due to oil and gas
exploration) and fires (destroying 1-2.1 million ha of forests annually)
significantly disturb the taiga ecosystem. Russian biodiversity includes 12,500
species of vascular plants (representing 5% of the world’s vascular flora). The
fauna is composed of 320 species of mammals (representing 18% of the
world’s mammal fauna), over 732 species of birds (representing 8% of the
world’s bird fauna), 75 species of reptiles, about 30 species of amphibians,
343 species of freshwater fish (high endemism), approximately 1,500 species
of marine fishes (representing only around 3% of the world’s fish fauna).'%®
Russia’s boreal region also includes several important ecoregions. Among
these is the Eastern Siberian taiga, which contains the world’s largest
expanse of untouched boreal forest. Russia’s largest populations of brown
bears, moose, wolf,

126 CBD. Russia biodiversity. Available at:
https://www.cbd.int/countries/profile/?country=ru#:~:text=Russian%20biodiversity%20includes%2012%2C500%20species,20%2C
000%2D25%2C000%20species%200f%20fungi.
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red fox, reindeer, and wolverine can also be found in this region.?’

The total input of Russian natural ecosystems in the sustainability of the
Earth’s biosphere comprises at least 10—-11%. The country’s boreal forests
store the largest amounts of carbon on an absolute scale and per area unit.
Russia also has the largest freshwater volume in the world. It has 20% of the
world’s lake freshwater resources, and its annual river flow ranks #2 after
Brazil. 128

The high frequency of forest fires, illegal logging, and forest replacement to
secondary small-leaved species contribute to forest habitat deterioration.?
Over the last half-century, the processes of biodiversity extinction have
intensified at all levels (genetic, species, and ecosystem) in Russia. The
reduction of biological diversity has resulted in a decrease in the stability of
terrestrial and aquatic ecosystems. It has caused negative changes to the
environment and quality of human life.’3° The Arctic is also one of the world’s
most rapidly changing regions, suffering from amplified climate change
effects in the context of a growing global rush for natural resources. Climate
change and biodiversity loss are already affecting Arctic Indigenous Peoples,
compromising their livelihoods, food security, and culture.

The main threats in the Arctic zone include pollution (industrial waste, air
pollutants, oil, heavy metals, chemical, and radioactive pollutants),
anthropogenic activities (oil extraction, gas production, poaching,
deterioration of the environment, and traditional nature management
conditions), climate change, land degradation, deteriorated land use
conditions. Most of the pollution found in the Arctic is presented in the form
of precipitation from tropospheric transport, originating from atmospheric
emissions of Western Europe, North America, and Asia. 3!

3.3. India

India is home to nearly 8% of global biodiversity; India has unique and diverse
ecosystems distributed across tropical humid forests, tropical dry forests,

127 Timber Trade Portal. Russia. Available at: https://www.timbertradeportal.com/en/russia/102/country-context

128 CBD. 5th National Report. Conservation of Biodiversity in The Russian Federation. Moscow, Ministry of Natural Resources and
Environment of the Russian Federation, 2014.

125 CBD. Country, Profile Russia. Available
at:https://www.cbd.int/countries/profile/?country=ru#:~:text=Russian%20biodiversity%20includes%2012%2C500%20species,20%
2C000%2D25%2C000%20species%200f%20fungi.

130 pavlov, D.S.; Shatunovsky, M.1. Biodiversity Conservation in Russia. Regional Sustainable Development Review — Vol. I.

131 CBD. Russian Federation - Main Details. Available at:

https://www.cbd.int/countries/profile/?country=ru#:~:text=Land%20degradation%20(due%20t0%200il,land%200f%20the%20ste
ppe%20ecosystem.
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deserts and semi-deserts, coniferous forests, swamps, mangroves, and
alpine meadows. Over 91,200 species of animals and 45,500 species of plants
have been documented in the ten biogeographic regions of the country.
Regarding endemic vertebrate groups, India’s global ranking is tenth in birds,
with 69 species; fifth in reptiles, with 156 species; and seventh in amphibians,
with 110 species. The trans-Himalayan region is the stronghold of three cat
predators — the lion, leopard, and tiger. The flora of the Indian desert
comprises 682 species and is the home of rare, endangered fauna, such as
the Asiatic lbex, Tibetan Argali, Wild Yak, and Snow Leopard. For India,
biodiversity conservation is crucial because it provides several goods and
services necessary for human survival.3?

The rapid change in the Indian economy from a predominantly agricultural
into an urban society is resulting in mounting pressures on land use,
especially in terms of loss and fragmentation of natural habitats, which has
been identified as one of the main threats to biodiversity. Habitat loss,
fragmentation, and degradation through conversion of land use through
agriculture, urbanisation, industrial development, Invasive Alien Species, and
overexploitation of natural resources, including plants and animals, are
among the major threats faced by biodiversity globally and in India. With the
growing population in India, the need for food, fibre, shelter, fuel, and
fodder, along with the need for economic development, has increased,
leading to pressure on forest ecosystems. 133 Shifting agriculture has resulted
in large-scale deforestation, soil and nutrient loss, weeds, and invasion of
other species.'®*

The pressures of livestock grazing on forests and grasslands are also severe,
with India having the world’s largest livestock population, constituting 15%
of the global livestock population. An increasing incidence of forest fires is
also a growing threat, particularly in the Himalayas and areas with dry
deciduous forests in southern India. Anthropogenic climate change remains
an overarching threat, particularly for vulnerable ecosystems such as
mountains and coastal regions. Habitat loss and degradation are India’s
major coastal and marine biodiversity threats. 13

132 CBD. India — Profile. Available at: https://www.cbd.int/countries/profile/?country=in

133 parikh, K.S., et al. The economics of ecosystems and biodiversity-India: initial assessment and scoping report, working document
TEEB-India, 2012.

134 Deka, Parag; Sarmah Dinesh. Shifting cultivation and its effects regarding perspective in Northern India. International Journal of
Commerce and Business Management (October 2010) Vol. 3 Issue 2: 157-16

135 Ministry of Environment and Forests Government of India. India’s Fifth National Report to The Convention on Biological
Diversity, 2014.
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3.4. China

China is among the mega-biodiverse countries in the world, harbouring
diverse wildlife and forest cover accounting for 20% of the total land area.
The country is rich in wetlands, and grasslands cover about 41.7% of the
country, harbouring 6,704 known species of forage plants, among which 320
species are endemic to China. In 2008, an overall inventories report indicated
the presence of more than 35,000 species of higher plants (of which 17,300
are endemic, ranking China third in the world after Brazil and Colombia),
6,445 species of vertebrates (667 being endemic) and 10% of the world’s
invertebrates throughout the country. Among them are 1,371 species of
birds (placing China first in the world) and 3,862 fish species (which account
for 20.3% of the world’s total).**® The giant panda, golden monkey, South
China tiger, Tibetan antelope, baiji, and Chinese alligator are well-known
among all these species. China possesses almost all ecosystem types:
agricultural, forest, inland water, marine and coastal, dryland and semi-arid,
mountain and island. The main threats to biodiversity in China include
overconsumption of wild animals and plants, destruction and
overexploitation of habitats, lack of protection of some wild animals and
plants, invasive alien species, deforestation, pollution, and overuse of land.**’
Over-hunting and climate change are also significant threats to amphibians,
reptiles, and mammals. ¥ The country’s huge population, explosive
socioeconomic development, and climate change have been appointed as
the leading causes of biodiversity loss. From 15 to 20 % of China’s species of
higher plants are endangered; the country’s genetic resources have
decreased sharply in the past 60 years, and 233 vertebrate species are in
danger of extinction. In addition to species, the habitat loss caused by
increasingly severe land degradation has been significant. '*® The severe
water contamination, air pollution, and land degradation caused by rapid
industrialisation, urbanisation, and economic development greatly risk
China’s environment and biodiversity. Lakes and rivers face high levels of
contamination, and the air quality in large cities monitored in China still fails
to meet the air quality standard. Nearly 20% of China’s cropland has been

136 Convention on Biological Diversity. China — Main Details. Available at: https://www.cbd.int/countries/profile/?country=cn
137 China: one of the megadiverse countries. Available at: http://www.china.org.cn/environment/biodiversity/2010-
04/21/content_19874903.htm

138 \WWWEF. China’s biodiversity declines as human demands grow. Available at:
https://wwf.panda.org/wwf_news/?256230/Chinas%2Dbiodiversity%2Ddeclines%2Das%2Dhuman%2Dfootprint%2Dgrows

139 Zheng H, Cao S. Threats to China’s Biodiversity by Contradictions Policy. Ambio. 2015;44(1):23-33. doi:10.1007/s13280-014-0526-
7 36 Hong-Wei W, Mujumdar AS. Several threats to China’s environment and biodiversity. MOJ Eco Environ Sci. 2017;2(6):250-251.
37 Yonglong, L. et al. Spatial variation in biodiversity loss across China under multiple environmental stressors. Science Advances,
vol. 6, n. 47, 2020.

141



Asian Issues
No. 1/2023

polluted by heavy metals and pesticides, and the earthworm population of
China’s croplands decreased sharply due to long-term chemical fertiliser and
pesticide use. 3

Over the past years, China has made significant progress in biodiversity
conservation studies and practices. The country established 2750 nature
reserves by the end of 2018, and the 35 biodiversity conservation priority
areas delineated in the “China Biodiversity Conservation Strategy and Action
Plan (2011-2030)” cover China’s biodiversity hot spot areas. 3’ The Chinese
Government and researchers have undertaken several investigations,
scientific studies, and monitoring. With efforts taken to protect and restore
biodiversity and ecosystems, the concept of biodiversity has gradually
become popular in China. *° Most recently, China pledged USS 230 million in
a new fund to support biodiversity conservation in developing countries.
Along with establishing the Kunming Biodiversity Fund, China also announced
the creation of several new national parks to cover 230,000 square
kilometres (88,800 square miles) of land across China to protect nearly 30%
of the country’s critical terrestrial wildlife species, including pandas, tigers,
and leopards.#!

3.5. South Africa

South Africa is one of the most biologically diverse countries in the world.
Terrestrial biodiversity can be divided into nine biomes, rivers into 31
different river ecoregions, estuaries, and coastal marine habitats into three
biogeographical zones around the coast. The country is home to 10% of the
world’s plant species and 7% of its reptile, bird, and mammal species.
Furthermore, it harbours around 15% of the world’s marine species.
Endemism rates reach 56% for amphibians, 65% for plants, and up to 70% for
invertebrates.'*? South Africa’s terrestrial realm can be categorised into nine
biomes and 458 ecosystem types, approximately 80% endemic. A diverse
oceanographic setting and complex geology and topography drive
exceptional marine biodiversity and a wide array of ecoregions and
ecosystem types.”

140 Wang, W. et al. Biodiversity conservation in China: A review of recent studies and practices. Environmental Science and
Ecotechnology, V. 2, 2020.

141 Conservation. China is making a big move for biodiversity. Available at: https://www.conservation.org/blog/china-makes-big-
move-for-biodiversity
142 Convention on Biological Diversity. South Africa — Main Details. Available at:

https://www.cbd.int/countries/profile/?country=za 41 South African National Biodiversity Institute. National Biodiversity
Assessment 2018 The status of South Africa’s ecosystems and biodiversity, 2018.
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Terrestrial ecosystems and species face pressures from various human
activities, including loss and degradation of natural habitat, biological
invasions, pollution and waste, and unsustainable natural resources. Based
on the national land cover, 81% of South Africa was in a natural state in 1990.
By 2014, natural areas were estimated to have declined to 79% (961 010
km2). Habitat loss, due to historical (1750-1990) and recent (1990-2014)
clearing of natural habitat for agricultural expansion, is the most extensive
pressure on terrestrial ecosystems and biodiversity in South Africa and has
affected 16% of the land area. According to the National Biodiversity
Assessment 2018, the key drivers of habitat loss are land clearing for
croplands, human settlements, plantation forestry, mining, and
infrastructure development. These activities have led to the loss of 21% of
South Africa’s natural terrestrial ecosystem extent. Biological invasion and
climate change also represent a major threat to biodiversity. The report also
assessed all 20 401 plants, and 14% are categorised as threatened. All
mammals, birds, reptiles, amphibians, freshwater fishes, butterflies, and
dragonflies were assessed in the report, together with selected marine and
estuarine fishes and invertebrates. Of the 2 911 animals considered, a total
of 12% are threatened.*

Large portions of the country’s economy are heavily dependent on
biodiversity. Most South Africans depend highly on natural resources for
their livelihoods, well-being, and health care. In addition, intact ecosystems
are likely to play an important role in providing cost-effective resilience to
the impacts of climate change, including buffering human settlements and
activities from the effects of extreme climate events.'#

4. BRICS cooperation and international legal framework regarding
biodiversity protection

The term biodiversity appears for the first time in the BRICS Declaration in
the 2012 Fourth Summit. Brazil, Russia, China, and South Africa stated their
support for working with India as it hosts the 11th meeting of the Conference
of Parties to the Convention on Biological Diversity, affirming their
“continued efforts for the implementation of the Convention and its
Protocols, with special attention to the Nagoya Protocol on Access to Genetic
Resources and the Fair and Equitable Sharing of Benefits Arising from their
Utilization, Biodiversity Strategic Plan 2011-2020 and the Resource

143 south African National Biodiversity Institute. Pressures on biodiversity: Provincial-level extracts from NBA 2018

144 Convention on Biological Diversity. South Africa — Main Details. Available at:
https://www.cbd.int/countries/profile/?country=za
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Mobilization Strategy”. The theme was addressed again in the 2014
Declaration, repeating their commitment to implementing the CBD and the
Aichi Targets. After disappearing from BRICS agenda, the 2017 Xiamen
Declaration stressed the importance of the environmental cooperation to
“sustainable development of our countries and the well-being of our peoples,
we agree to take concrete actions to advance result-oriented cooperation in
such areas as prevention of air and water pollution, waste management and
biodiversity conservation”. More specifically, the 2018 Declaration
reaffirmed the “intention to enhance cooperation and collaboration amongst
BRICS countries in the field of biodiversity conservation, sustainable use and
equitable access and benefit sharing of biological resources”; and also
undertake to “promote our cooperation in biodiversity-related international
conventions and fora including on endangered species and amongst our
National Parks authorities”. BRICS countries promised deepen dialogue and
cooperation on the respective positions concerning biodiversity during the
2019 Summit. In the following year, they stated their acknowledge on the
“importance of working together towards the development and the adoption
of the Post-2020 Global Biodiversity Framework at CBD COP15, including
implementation of support mechanisms, in a way that addresses, in a
balanced manner, the conservation of biodiversity, the sustainable use of its
components and the fair and equitable sharing of the benefits arising from
the utilization of genetic resources”. They again emphasised the importance
of adopting a Post-2020 Global Biodiversity Framework that addresses the
three objectives of the CBD in a balanced way.*

During the 2021 Meeting of Environment Ministers, BRICS countries
acknowledged the rich biodiversity of BRICS countries and its significance for
sustainable livelihood and development. Specifically, they agreed to promote
closer cooperation among the expert bodies for sustainable biodiversity
management and achieving Sustainable Development Goals. The New Delhi
Statement on Environment recognised the importance of forests in providing
ecosystem services, preserving biodiversity, sequestering carbon, and
strengthening ecological health towards achieving a sustainable future for
all. The ministers encouraged collaboration and cooperation, especially in
using Artificial Intelligence, Machine Learning, Data Analytics, and other
front-end geospatial technologies, and welcomed initiatives that will help in
further collaboration for developing technologies for Forest Assessment and
long-term ecological monitoring. In addition, they agreed to explore the use

145 Brasil, MRE. Notas a imprensa. Available at: https://www.gov.br/mre/pt-br/canais_atendimento/imprensa/notas-a-
imprensa/xiiicupula-brics-declaracao-de-nova-delhi
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of advanced technologies in the areas of forest fire monitoring once they
noted that over the recent decades, forest fires have become one of the
major drivers of damage to forests, causing not only loss of biodiversity and
wildlife habitat, but also adversely impact the livelihoods of people
dependent on forests. 14®

In the 2023 Johannesburg Declaration, BRICS countries emphasised the
importance of implementing the SDGs and the sustainable use of its
components and biodiversity, in line with Article 1 of CBD. In addition, the
countries underscored the significance of technology and innovation,
international cooperation, and public-private partnerships, including South-
South cooperation. They urged developed countries to provide adequate
means of implementation, including financial resources, capacity-building,
technical and scientific collaboration, and access to and transfer of
technology to implement the Kunming Declaration fully.#

Conclusion

The maintenance of biodiversity is of vital importance for all species, present
and future generations. To achieve equitable and long-term global
sustainable development, BRICS countries must pursue an environmentally
sustainable development model that can secure economic growth while
preserving biodiversity.

The negative trends in biodiversity and ecosystem functions are projected to
continue or worsen in many future scenarios in response to indirect drivers
such as rapid human population growth, unsustainable production, and
consumption.*” These challenges related to biodiversity conservation can be
solved within a strategic framework of global sustainability and through
South-South Cooperation. The ecological aspects of sustainable
development require a complex of measures directed at the conservation of
the environment and rational use of natural resources.4®

146 Indian Ministry of Environment, Forest, and Climate Change. BRICS Environment Ministers adopt the New Delhi Statement on
Environment. Available at:
https://pib.gov.in/PressReleasePage.aspx?PRID=1749687#:~:text=Chairing%20the%20Meeting%2C%20Shri%20Bhupender,UNFCC
C%20COP%2026%20in%20November

147 BRICS, VI BRICS Summit. Johannesburg Il Declaration, 2023. Available at: https://mea.gov.in/Images/CPV/Declaration_2408.pdf
47 IPBES: Summary for policymakers of the global assessment report on biodiversity and ecosystem services of the
Intergovernmental Science-Policy Platform on Biodiversity and Ecosystem Services, 2019.

148 pavlov, D.S.; Shatunovsky, M.1. Biodiversity Conservation in Russia. Regional Sustainable Development Review — Vol. I.
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BRICS countries must work together and foster South-South Cooperation,
holding the idea of a shared future for humanity, treating biodiversity
conservation as a vital part of eco-civilization, and acting in support of a
biodiversity governance system. Concretely, they must facilitate the
exchange of information from all publicly available sources relevant to the
conservation and sustainable use of biological diversity. From rhetoric to
concrete initiatives, they should work together to encourage policies on long-
term biodiversity protection and climate change mitigation, in particular, the
use of artificial intelligence, data analytics, and other front-end geospatial
technologies for forest assessment and long-term ecological monitoring,
establishing major environmental data collection programs and information
management systems in collaboration with research institutions.
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EneH pe Mayna byeHo

Capapgtba Jyr-Jyr Kao K/byuyHa cTpaTeruja 3a 3aWwTUTY
6uopusepsuTeTa

AncTpakr

Lunsb oBor paga je Aa aHanusMpa mexaHusme Jyr-Jyr capagHe Koju umajy 3a
UM/b 3alWITUTY BMONOLWKe Pa3HOBPCHOCTU, M HaApouuTo b6uMoamBeps3nTeT y
Bpasuny, Pycuju, Uuaunju, HP Knuu wn JyxHoj Adpuun, Kao n nocebHe
MexaHu3me capagtbe u3mehy 3emasma  BPUKC-a.  3aksbydum  osor
ncTparknsarba cy ga BPUKC unaHunue Tpeba ga yHanpeae cBoje NOJUTUKE
Koje MMajy 3a UuM/b O4yBarbe OMONOLWKe PasHOBPCHOCTM Kpo3 dopmate
capagre Jyr-Jyr; BPUKC pgpxkase Tpeba aa omoryhe pasmeHy nogaTaka u
apyrmx nHpopmaumja, yrmbydyjyhu n ynotpeby BelwuTauke MHTeNUreHumje,
reonpocTopHe nporpamcke naatpopme 1 TEXHONOMMje 32 NoCMaTpakbe LWyma
WU OYropOYHU EKOMOLWKKM MOHUTOPUHSF; YnaHuue BPUKC-a 6u Tpebano aa
npeay3my K/by4He nHuymjatuee y mehyHapoaHUM NperosBoprma, Kako bu ce
noap)Kane nONWUTMKE 33 AYyropoyHy 3awTuty 6buoausepsuteta MU
ybnarkaBatbe KNMMaTCKMX MPOMeEHa.

KsbyuHe peun: Capagha Jyr-Jyr, KoHBeHUMja 0 6MOM0LWKO] pa3HOBPCHOCTH,
BPUKC.
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