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The BRIC as an interacting community of the newteenof the

world economy and international politics is a higtally recent

phenomenon. But over the four years it passed g \way from the start
of regular political consultations on the level Ministers of foreign

affairs to the start of an annual summit. The psecef intensive
“quadrilogue” presents a tendency to diversificatemvering ever more
wide range of problems dealing with the nationaérests of the four
group members and the interests of the interndticoenmunity in

general.

Meanwhile the analytical and scientific perceptminthe BRIC
phenomenon presents a contradictory picture. Ontleeéhand, it showed
capacity of foreseeing (analyses by Goldman Saohnsihe other hand, it
frequently lags behind the practice. Recognizing thresence of
extraordinary market and industry potential in eatthe four countries,
some do not see a sufficiently wide basis for adexace of the national
interests; they do not see quite high rates of groav the commercial
and economic relations between the four memberat wlhjectively does
create a platform for cooperative interaction. Simbarpretations shall be
associated with the following two reasons. Firsts the West-centric
inertia of the contemporary global development gption. Second, it's
the aspiration of certain circles in traditionalntexs of the global
economy and politics to impede the rapprochemenheffour countries
and to sow the seeds of distrust between them.

In academic community the investigation of the BRIC
phenomenon till now was mainly individual and coyfiiased passing to
the genre of international comparisons. But takintp account the
existing practice of interaction between the fowenmbers and probable
perspective of its enrichment, the researcher'siaito determine the
possibilities of their joint potential realizatiomteraction effect within

the group of four and its aggregate influence anglobal development
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process. From this point of view, it's difficult toverestimate the
importance of the present academic forum takingepla parallel with
the Il BRIC summit that has a chance to becomealae event.

Recognizing the relevance of the above mentionsk tae
involuntarily refer to the consequences of the gméglobal economic
crisis. Economic crisis which is still present lgsna new quality to the
global range of problems of development and hiditéign a new way the
role of the BRIC. It's some kind of litmus test amdiifficult exam. The
prism of the present crisis allows to understandtebethe new
imperatives of the global development and how tRé@Bcountries could
react to them, what could be their strategy in ghan circumstances,

logic of joint activity at the world arena.

1. Peculiarities of the present crisis

Analyzing the present crisis we should be awartheffact that it
has a strongly markeektraordinary nature. It is prominent in the line
of cyclic drops of the second half of the XX cent(refer to the drawing
1), 2).

For the first time over the three decades the gholl of the
contemporary capitalism which is the USA economgalbee epicenter of
crisis.

The present crisis holds the records in what rdfethe depth of
recession of the global economy, to the rate cfaghand coverage of the
national markets of the countries of the world.

The extraordinary nature of the crisis gave encargiuments for
those who compare it with the Great Depressiorhefyiears 30s of the
past century. Nevertheless, comparing parametettsest two crises we
are obliged to affirm that the present one dodseat the records of the

Great Depression in what refers to the depth adggion and its duration
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(taking into consideration a modest growth sinae sacond half of the

2009). But, apparently, it beats the records ie odtspread and coverage.

Share of economy impacted by crisis (%)

Figure 1.
Long-term trend of crisis impacts on developmeianeenics
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Figure 2
Long-term trend of crisis impacts on emergent marke
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The last fact leads us to the effect of globalaatithat
transformed the mechanism of reproduction in tiedagl economy and in
national economy systems. Globalization created nekg of break out
of the market power in conditions when regulationtbe national and
international levels was based mainly on the «poedalization»
standards.

We can affirm that the extraordinary nature of pinesent crisis
consequences is determined exactly by this circamest Apparently
what is meant here is the first crisis of the glagion era, a crisis that
revealed so noticeably the contradictions and raslmulated with the
beginning of the globalization process based ortébknological results
of the «microelectronic» revolution.

The situation was undoubtedly aggravated by thelibezal
deregulation in pre-crisis period and the stateesiadion from the
economic and social responsibility.

The existing national and international regulatarsuldn’t
control the dramatically accelerating processeevefaccumulation of
the financial instruments (first of all derivatives) andeffect of
overindebtness in traditional centers of the global economy — seasof
households, corporate sector and separate stdtesyidnt sector of the
offshore business became even less controllablis. i$hnot surprising
that failure in one link (at the USA mortgage mdykalong the whole
chain of interconnection destabilized the wholebglzed system of the
international finances, then the international éramhd then the real
sector, manufacturing in the key branches of tliistrial production.
That's why we find it difficult to agree with defilon of the crisis as just
financial one. We believe that what is meant herglobal general

€conomic crisis.



2. Reaction of BRIC countries

How did the economies of the group of four reacttlds
extraordinary crisis? How much effective were th#i-eecessionary
measures taken in each case? | suppose that prabess of discussion
at our academic forum our colleagues from Brazils$ta, India and
China will give their opinions based on direct kiedge of the concrete
situations in each of these countries.

My task here is to give a brief preliminary chaeaustic of the
experience of the countries of the group with am & compare and
come to general conclusions in what refers toelsedns of the crisis, the
general imperatives of the economic policy andfdrthcoming agenda
of interaction in the BRIC format. I'll be gratefil the colleagues for the
criticism and correctives in my interpretation.

First of all I'll mention that in general the BREZonomies bear
the misfortunes of the crisis better than an awera§ the global
economy. However the countries of the group showiffdrent level of
soundness during the crisis. Let's present somsidenations according
to the order of letters in the BRIC abbreviation.

So, let's start witlBrazil. As it was specified in The Economist
magazine (London), Brazil was one of the last coesito enter the crisis
and was one of the first ones to start recoveningfit’ The growth of
the GDP here over the 2009 practically didn’'t oasgp the fatal zero
mark staying at the minimal positive value (0.3%dmyne estimates, or
0.6% by other ones).

Relative soundness of the Brazilian economy aftex first
shocks of the crisis was ensured, in our opinioy, tiee least (as
compared to the zone of highly developed economres)livement in

speculative financial turnover and high share efréal economy, as well

! Brazil takes off. “The Economist 2010”. Londor-20.11.2009, p.5.
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as stability of the credit and banking system anesgrvation of the
national control in its regulation.

Furthermore, an important role was played by aectiffe use of
the pre-crisis period of «fat cows», firstly, tarismit the external debt in
a regulated channel, and then on the basis of adation of significant
liquidity reserves to enter the category of netditce. Second, the
country managed to eliminate the old defect of Bnazilian economy
achieving self-sufficiency in provision with raw dpcarbons. Third,
Brazil considerably advanced in diversification &breign trade,
substantially widening the segment of relationshwitie most dynamic
markets (including those within the BRIC). Finalbgnsiderable results
were achieved by the realization of the large-sealgal programs that
contributed to the reduction of poverty area ancerdfore to
consolidation of domestic market.

Special attention should be paid to realizatiorthef PAC (Plan
to accelerate Growth program) for the 2007-201@odesimed mainly at
modernization of infrastructure. Financial resoareeobilized for this
program (280 million US dollars) allowed signifitaadvancement in
modernization of transport, power system managememtd
communications as well as expansion of house mmgldiThereby
significant support to the business activity wasugad and, respectively,
the functioning of the internal market was enhanlogdhe time of the
crisis.

A constructive role in recovery from crisis was y@d by the
state banks that still possess high share in thditcand banking system
of the country. A share of the state banks in tetallme of credit
activities increased from 34% (12% of the GDP)uneJ of 2008 to 41%
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(18.5% of the GDP) in September 2009he state banks activity

stimulated recuperation of the private lendinghmy énd of the last year.

Estimates of the Brazilian GDP growth for the ye&#310
fluctuate between 3-5% predicting sustainable regowf the economy.
Foreign and national businesses have already s@pbothat,
accumulating direct and portfolio investments ia Brazilian economy.

Naturally, the Brazilian case is far from the idsauation. The
Brazilian economy has quite a lot of obstacles, rgnthem extreme
social polarization and preservation of a wide zaoofe poverty.
Enhancement of the investment climate is impededhieyhigh crime
rate. Expenses for research and development (R &dd¢ increased in
the country, but their level is obviously insuféait for adoption of the
model of innovation development. To confirm thetistaof one of the
global economy new leaders Brazil will need to widlee accumulation
of productive investments that should increase iggrdynamics of the
economic growth.

Reaction to crisis iflRussia seems to be less successful, although
the Russian economy had considerably higher grovates and
considerable accumulation of foreign exchange veseduring the pre-
crisis period. Naturally, in this case the econogmowth was favored by
the high pricing environment of energy productstios world market, as
well as domestic political stability ensured durthg last decade.

Drastic recession in the main centers of the glelsahomy was
especially harmful for Russia due to the narrowcseation of its
export on oil and gas, as well as to the fact thatimization of the
external public debt was accompanied by excessiceease of the
external corporate debt. The last fact could belagxpd by low

availability and expensiveness of the long-ternditremoney (and vice

“CEPAL. Balance preliminar de las econdmicas de aad atina y el Caribe — 2009. Santiago de Chile,
12.12.2009. Brasil — p.1.
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versa their excess offer at the foreign marketk laf due control of the
foreign loans of corporate sector by the natioaglfators.

Resources accumulated during the pre-crisis pemaye
opportunity to mobilize large amounts to overcome ltquidity shortage.
As the Head of the Russian government V. Putin, saydthe spring of
the 2009 resources directed for recovery from tisscequaled to 12%
of the GDP. It's important to note that governméas chosen to
successively support the most vulnerable parts agulation. While
adjusting the state budget for the years 2009-20d0nain articles of the
social expenditures remained in their initial amsusome of them were
increased. That naturally restrained the effedther areas in short term
perspective.

Among the programs launched were partial etatinatad
distressed assets of the strategically importamtpemies, support of the
cities with extremely narrow specialization of ecory that allow to
prevent catastrophic spread of unemployment. Soe®wsures, although
insufficient, for support of the small and mediunusimess (taxes
exemptions and enlarged access to credit financw@gg also taken in
the 2009. The results of the measures taken becatable since the
middle of the 2009. Drop in production in some isighes was arrested.
The unemployment growth stopped by the end of #er;yit began to
reduce gradually by the beginning of the 2010.

Meanwhile those who criticize the anti-recessionargasures
reasonably note that their realization was accomepldoy sensible delay
and considerable expenses. In the process of «pgmiquidity in the
banking sector, no strict limits were set for spepurpose use of the
credit means provided by the government. As rebly were used for
financial and exchange transactions, and leak @fctmpital took place.
Bureaucratic vertical in anti-recessionary measurgdementation was

late several months.
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Nevertheless, resuming we can affirm today thatitipes
tendencies dominate. Learning lessons from the egrakisis the
government of the state adopted a policy aimed adlemization of
economy, diversification of exports, successivaditgon to innovation-
based development. It's an absolutely necessatggic change.

The traditional orientation of thdndian economic policy
(founded yet by J. Nehru), directed towards the auifficiency of the
country, revealed itself in the anti - crisis p@&of nowadays. The state
support of the banking system was realized ratherowly, whereupon
the volumes of micro credits were widened. Therimal consumption
was stimulated by the tax regulations. Consideratnestments were
directed to the infrastructure area. Meanwhile #iea (including its
transport and energy branches) is still a weakandlnerable point of
the Indian economy. There are some reasons toeiesthe 2010 to the
previous GNP growth rates, though the long- termmadiyics is
impossible without the modernization of the infrasture.

The recent decision about the free secondary educatis a
great step forward in the accumulation of the “honsapital” directed
towards the surmounting of social backwardness.ughdhard for the
state budget, this decision in the long term wilaicge the situation on
the labor market. But in the short term it willgagvate the budget
deficit, which is nowadays the highest among thd@R(evaluated as
6,4% of the GNP for 2010).

The Chinese economy was previewed to maintain the stability of
income on the maximum level for the crisis periatbdut 86%). The
results of the 2009 affirmed that. Surely, theaittn was smoothed by
the avalanchine currency reserves of more thamlidrirdollars and the
grown up internal market. But for China this indarais not fully
satisfactory. Its demographic and social imperatide demand higher

development dynamics. Its slow down will undoubyedharpen the
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internal contradictions and disproportions in tiseremics as well as in
the Chinese society.

Meanwhile, the image of China as one the most ploNver
locomotives of the modern economy is getting evaonger. The
Brazilians not without reason think, that the expdo China - is its
strongest anti-crisis reserve. Indeed, in 2009RR€ overshadowed the
USA as the leading importer of the Brazilian goddeanwhile in other
directions there were noted severe limitations.

The anti-crisis policy in China was limited by tfedlowing main
actions: directed financial support of the strategnterprises; transfer
from the “hard” to the “soft” financial and credgolicy; from the
practices of slow raising of the national curregowyrse to its binding by
the dollar course (with a view to maintain expgrt$velopment of the
inner consumption, including the special pricestf@ long-term goods;
broadening of the social security scales (amongcihentry people);
return to export stimulation policy through the imacism of taxation.

The colossal financial reserves, accumulated kg ¢buntry by
the beginning of the crisis permitted to destinguan up to half billion
dollars to maintain the real sector of economy.p&csal attention was
paid to the projects of infrastructure, which bmeaan additional
impulse to the accelerated modernization of thesfrart and energy
systems began even before the crisis. In sum,dhene of the anti-crisis
measures, taken by the beginning of the last yeavaluated as 13% of
the GNP.

The existing political system helped the stategderatively direct
its decisions for the fulfilment on the local Iév&he “power vertical” in
China provides for the “transmittance” of its demns not only at the
upper and medium level of governance, but alsohatlével of the
economic agents. It ties up not only big, but, pcatly, all medium

private sector enterprises. Surely, one shouldwénalue the Chinese
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“vertical”. But one needs to recognize: during therld economy crisis
the government did much to strengthen the econasgptine. It could
mobilize the reserves of the internal market, trefgrential development
of which was planned still in the decisions of Il Congress of the
Communist Party of China.

3. Some lessons of the crisis and interaction among the BRIC

countries.

With all the positive or negative features, whicavealed
themselves during the crisis, we can state, tl@BRIC s do remain the
part of the world economy, which can seriously obote to its
dynamics. The overall imput of the BRICs in the \dd&NP growth in
2008 was more than 52% (see table 1).

Table 1.
Contribution to the dynamics of world economy

Share in world GDP|  Share in the increase
of world GDP

USA 20,7 2,7

Japan 6,2 -15

Euro zone 15,6 3,9

EU (27) 21,9 7,6

BRIC 22,3 52,5

Brazil 2,8 4.6

Russia 3,3 5,8

India 4,9 11,0

China 11,3 31,1
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Source: Estimated basing on IMF and WB statistiCsn
wianetsl. Exxeronnuk. Bemmyck 2009.1n. pen. B.I'. bapanosckuii. M.,
2009,c. 302.

If we compare the forecasts about the dynamich®fGNP of
the world economy leading centers, we will see thdhe “peak” of the
crisis - in 2009 and in the period after it (20120411) the BRICs have a
good chance to continue as the main “donors” of wloeld economy

growth, more to that - to enhance their contributio

Table 2.
Estimations and forecasts of increase (decreasepéf
2009 2010 2011
USA -2,4 3,1 2,9
Japan -5,7 1,7 1,6
Euro zone -3,8 1,2 1,4
BRIC
Brazil 0,3 5,0 4,5
Russia -7,0 3,5 (5,0 4,3
India 5,5 7,7 8,0
China 8,2 9,6 8,1

[IWB estimations

Source: The Economist Intelligence Unit — The Ecoist.
London. 28.11.2009, p.97; 27.03.2010, p.97.

As it seen, the main locomotive nowadays and in ribarest
future will be the Chinese economy, immediatelydakd by the Indian.
The vulnerability of the Russian economy, whicheaed itself in the
“peak” of the crisis, demands an adequate evaluatrdh a view of
radical correction of the situation. But on ourmiadf view it shouldn't
be dramatized. First, the reanimation of the bussn&ctivity from the
second part of the last year and the continuatiothis trend in the
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present give some grounds for optimism. The irdlatigets lower,
unemployment lesser, the internal market grows @ardits go cheaper,
foreign investment enters the country.

It's crucially important that, counting with thetwstion in
Russia, the political leadership of the country eatm the decision to
make a strategic shift in the economic developmtwards the
innovative model of the economy.

Russia can be an important link in the platfornthed strategic
and the innovative mutual adaptability of the BRI@st speaking about
its important geopolitical role. Along with Braziit possesses
extraordinary natural resources, which gains thgmifscant value for
China and India, counting with the growing resoues®& ecological
limitation of growth in both countries. The scidiatipotential of Russia,
its know-how in the space and energy (includinglear) technologies
and in other strategic fields, give us serious arado think about the

possibility of a large scale cooperation based ontual interest.

Table 3.
BRIC: volume of mutual exports.
2007 2008 2009
Brazil
Exports to BRIC ($ bin.) |15,4 22,2 26,5
Share of BRIC in tota
exports 7,8 11,2 17,3
India
Exports to BRIC ($ bin.) (12,4 14,5 13,0
Share of BRIC in total
exports 8,5 8,0 7,0
China
Exports to BRIC ($ bin.) |64,0 83,5 71,1
Share of BRIC in total
exports 5,2 5,8 5,8
Russia
Exports to BRIC ($ bIn.) [19,3 28,4 23,7
Share of BRIC in total
exports 5,5 6,0 7,9
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Source: WTO (stats.wto.org); UN (unstatuy). Federal

custom service of RF.

During the last years the mutual trade betweerBRECs proves
the objective character of the need of cooperdigtween the “four”. In
the last decade (until 2008) the mutual trade dgnowates as a rule were
significantly higher than the medium world ones &hd rates of the
BRICs trade with the traditional centers of the @conomy.

More to that, one should pay attention that in 20@9indicators
of the mutual trade between the “four” showed majability compared
with the general world conjuncture. One could dé&dig say that this
sector of the world trade resulted the most durablle atmosphere of
the crisis.

In general, within the BRICs we have the reductmnthe
commodity export values at 20,4%. The general wimdiccator is 23, the
EU (27 countries) - 21,3%, Japan - 25, 7%.

In Brazil the exports to the BRICs zone even grdasotutely
from 22,2 billion dollars in 2008 to 26,5 billion 2009. As a result, the
share of BRICs in the Brazilian exports grew froim2lto 17,3%.

Russia, which experienced a significant fall ofeixgports (mainly
by the value of it), nonetheless augmented theesbhsales in with the
BRICs destination - from 6,0 % (2008) to 7,9 % (@00'he share of the
BRICs in the Russian of trade turnover rose fromtd,11%.

Somehow this indicator lowered for India - froma87A%. But in
case trade with Russia the situation is the opposithe volume of
Russian exports rose in 2009 by 13,5%. And theaiméixports to Russia
stayed at the 2008 level.

The situation of 2009 in China is different. Aftle stable raise
of the commerce volumes to the BRICs zone duriegptie-crisis period

(up to 2008), there was observed a significant fadlpproximately to
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26,5%. Nevertheless, the conjuncture of the firshtns of 2010 shows,

that the commercial activity in the BRIC directidras a recovery
tendency.

Surely, every BRIC country draws its own lessor@mfrthe
crisis. We’'d like to pay attention to the concluspwhich are common
to all of them, which refer to three levels of yséd. The first one deals
with the problems of the national development, skeond - with the
relations within the BRIC, the third one - withetbhoordinated positions
on the reconstruction of the international regulatmechanisms in the
world economy. Precisely in this respect we'lltyexpose some ideas.

The crisis with all the evidence strengthens thgaoizational
work of the state in the processes of the econoda&egelopment,
industrial modernization and the process of inniovatit presupposes the
determination of the strategic perspectives of tlevelopment and
creation of the beneficial conditions for the besi® activities, though
not replacing the business in the spheres, wheamieffect significantly.
All the BRIC countries do possess the prerequisifesuch approach in
the traditions of their economic policies and iaitlsocial psychology.

Special significance here acquires the economicurdgc
mechanism and the ability of the preventive anticyactions. The
problem is not in the accumulation of vast inteioral reserves, but in
the ability to use of them in a productive andamaal way.

Besides, also critical is the capability to contifué involvement
of the national economy and its financial sectorthe transnational
speculative interchange. The lessons of the caigssignificant enough
in this sense. The future perspective of the dgreént does not provide
any guarantee of non revision of those ups and dowine long
statistical rows directly point up to that historregularity, to the
probability of the cyclic fall up to the end of theext decade. The
corrections, made in the economic policy and inrtrechanism of the
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state regulation still do not make us believe tted can prevent the
transformation of the next ordinary crisis intorextrdinary.

In all the four cases the first place is occupigdsbveral key
issues, without which it's impossible to maintaighhstandards of the
economic growth for a long time and to provide agpessive
modernization. We speak about the primordial dewakent of the
infrastructure, the backwardness of which in ak ttour cases has
become one of the strongest obstacles, that placeguestion the
possibility of high dynamics of economical growmtha long term.

One of the main imperatives — the increase ofresffand means
with a view of limiting the levels of poverty andcome disproportions
(social and territorial). Without this the BRICs wb make active the
potentially enormous reserve of its inner marketsaf long time and in
so doing to elevate their stability during next leyaups and downs
(especially extraordinary ones).

The BRIC countries enter in the innovative époquh whe
different histories and different prerequisitesedim of Russia - to stop
the erosion of the R&D sphere (having a great age, to re-establish
the intermediate locks in the chain, which connebts fundamental
science and the sphere of production, to constsytstem for effective
incentives in the enterprises.

In other cases the task of the “four” can be exgasather way.
China has seriously moved forward in the imitatiphase of the
innovation cycle and does a lot to “construct” kigher stages. But, still,
it demands long time and significant work. In Indrad Brazil there have
been created the minimum prerequisites for the oyepént of the
innovative process in some perspective directitingugh the lack of
resources, qualified cadres and institutional itiges still limit the leap
forward. So there is a need of concentrated effattng all the

innovative chain, but, specially in the upper “ssgof the R&D.
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Since the launch of the consultative mechanisnhne®fBRICs on

the diplomatic level, the political “quadrilogue’a$ begun, it seems, to
take the upper hand of the economic cooperationchvap today was
being realized on the bilateral level.

Though one must recognize that recently there fmake four-
lateral consultations on several economic issu@sar(fe, energy,
agriculture). For the first time there takes pl#oe businessmen meeting
during this very summit in Brasilia. But, it's eeit that the future must
be connected with the mutual realization of the $igle projects (not
necessarily with the participation of all, “triaegl’ also permitted). The
areas of common interest could be the aerospaegesghe sphere of the
traditional and non- traditional energy, the resiolu of the food
problem.

The trade between the “four” has already provedgrswing
significance for the BRICs. Its possible growimgthe perspective - is a
great reserves for the stability of the four ecoimsniespecially during
the extraordinary falls). This must be surely cednfor in the trade and
economic policy of the BRICs. Still there is noktalbout any of the
integration programs. As it seems, there hasn foreted the necessary
objective prerequisites for that. But we can't aslel the appearance of
the necessity to elaborate the four sided prograinghe branch
cooperation.

The coordinated position of the BRICs on the cdioacof the
deficiencies in the world economics and financiathédecture has
already demonstrated itself in the G-20 summitittsBurgh. There was
made a first step towards the redistribution ofcesiand capital in the
key world financial institutions. But it is obviodbkat the process is still
in its beginnings. The world community, the G-28 (& economically
most ponderous part) still lack the comprehenseaeipts of the world

mechanisms reconstruction. There exist much talkimgut this, but still
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there is a lack of a political will to make seriocisanges and also the
principal actors seem technically not to be reauniytiem.

| don't think that we can speak about the sui gensvorld
economic government” with more proportional repnteagon. Still in the
agenda is the improvement of the existing instngi with critical
approach to their experience or using them as dhematerials for the
building of new architecture. The process of g&nmucturing has already
begun on the regional level. The EC actively disesshe perspective of
the European IMF, some experiments in this direcawe also taking
place in Latin America on subregional level. The IBR undertake
preventive measures to safeguard themselves fremdlar fluctuations,
diversifying their financial actives and transfagipart of their payments
to the national currencies.

In these conditions the BRICs as a sui generisitaalof the
ascending economies, not only interested in thédnsmonomic stability,
but possessing a unique potential, is capableaty ot historic role in the
movement of the world community towards a mechanahyglobal
regulation, adaptable to the needs of the XXIstwrgnin minimization
of the transitional period risks and elaboratiomdliexible formula of the

world economy stable development.



