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L_essons from the presentation

s BRICS matters.

Non-academic concept (Investment bank’s target) becomes an important academic
target.

= History matters.

Based on the economic theory of economic backwardness by Alexander
Gerschenkron (1904-1978), Professor Brada examines BRICS: backward
countries go through the different stage/processes deviated from the advanced.

= Comparison matters.

Comparison of Old BRICS (15t BRICS and 2"d BRICS) and New BRICS; Success
countries and failure countries: factor endowments and trade determine the result
(China’s success)

= Middle-income trap matters.
Why some countries fail?



tandards for choosing growth markets
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BRICS now

Growth determinants for BRICS: Scarce K, Scarce Land, Abundant
Labour (India and China) vs Scarce K, Abundant Land, Scarce Labour
(Brazil, Russia, South Africa)

Population (labour); Resources (land); globalization

Demographic scale is correlated with the economic growth. Lack of
labour forces and an increase of labour cost lead middle-income trap
(growth barrier). Is the above factor endowments appropriate?
Working-age population has decreased in Russia and China, and total
fertility is low in China, Russia and Brazil; dependency ratio shows an
increase in Russia and China, and old-age dependency ratio increased
in Russia, China and Brazil. Then demographic bonus (Andrew
Mason, Population and the Asian Economic Miracle, 1997) looks to
change into demographic onus. Abundance of labour must be
reexamined: Russia, China, Brazil, South Africa, India by Scarcity.
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				Japan		World		South Africa		China		Russia		Thailand		Brazil		India

		1950		59.7		60.6		57.3		61.5		65.3		54.6		55.5		59.4

		1960		63.1		57.9		55		56.7		63.5		54		53.7		56.5

		1970		69		57.2		54.2		55.9		66.1		52.5		54.4		55.8

		1980		67.5		58.8		54.5		59.6		68.2		56.8		58		57.1

		1990		69.7		61		55.3		65.6		66.8		65.3		60.6		58.2

		2000		68.2		63		60.9		68.5		69.3		69.5		64.8		60.9

		2010		64.1		65.5		64.8		73.3		72		71.9		68.4		64.1

		2015		61		65.6		65		72.6		69.6		71.4		69.6		65.9

		2020		59.2		65.2		65.1		70.3		66.1		70.5		69.7		67.3
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1950/55 1960/65 1970/75 1980/85 1990/95 2000/2005 2010/15 2015/20

—e—Japan =—e—World —e=South Africa China —e=Russia —e—India — Brazil

Source: UN Database.
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				Japan		World		South Africa		China		Russia		India		Brazil

		1950/55		2.96		4.96		6.05		6.03		2.85		5.9		6.1

		1960/65		2.03		5.03		6		6.2		2.55		5.89		5.97

		1970/75		2.13		4.46		5.5		4.77		2.03		5.41		4.63

		1980/85		1.76		3.6		4.9		2.55		2.04		4.68		3.8

		1990/95		1.48		3.02		3.51		1.9		1.55		3.83		2.72

		2000/2005		1.3		2.63		2.61		1.55		1.3		3.14		2.13

		2010/15		1.41		2.52		2.55		1.6		1.7		2.4		1.77

		2015/20		1.37		2.47		2.41		1.69		1.82		2.24		1.74
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				Japan		World		South Africa		China		Russia		India		Brazil

		1950		67.5		64.8		73.4		62.5		53.1		68.4		80.3

		1960		56		72.6		60.6		76.3		57.4		77		86.3

		1970		44.9		74.9		82.9		79		51.4		79.3		84

		1980		48.1		70		80.9		67.8		46.7		75		72.5

		1990		43.6		64		78.8		52.5		49.7		71.7		65.1

		2000		46.6		58.7		62.3		46.1		44.3		64.2		54.3

		2010		55.9		52.8		52.5		36.5		39		56		46.3

		2015		64		52.4		52.3		37.7		43.7		51.6		43.7

		2020		69		53.3		52.2		42.2		51.2		48.7		43.5
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				Japan		World		South Africa		China		Russia		India		Brazil

		1950		8.2		8.4		7.1		7.2		7.4		5.3		5.4

		1960		8.8		8.6		7		6.5		9.6		5.4		5.9

		1970		10		9.3		6.9		6.7		11.7		5.9		6.3

		1980		13.2		10		7		7.9		15.1		6.3		6.6

		1990		17		10.1		7.1		8.6		15.4		6.5		7

		2000		24.9		10.9		7.3		10.1		18		7.2		8.1

		2010		35.1		11.7		7.2		11		18.2		7.9		10

		2015		42.7		12.6		7.7		12.9		19.5		8.5		11.5

		2020		48		14.3		8.4		17		23.5		9.8		17.8






End year of demographic bonus

Population Aging index (>65/<15) End year End year
(2015, of of

million) 2015 2020 2030 2040 3050 demograp | demograp

hic bonus hic

(A) bonus(B)
World 7324.78 0.3 0.4 0.5 0.6 0.7 2013 (by dependency

ratio)
Japan 126.82 2.1 2.3 2.5 2.8 2.9 1992 2005
USA 325.13 0.8 0.9 1.1 1.2 1.2 2008 2014
Brazil 203.66 0.3 0.5 0.7 1.1 1.5 2022 2038
Russia 142.10 0.8 0.9 1.1 1.1 1.2 2009 2025
India 1282.39 0.2 0.2 0.3 0.5 0.6 2040 2060
China 1401.59 0.5 0.6 1.0 1.5 1.6 2010 2034
South 53.49 0.2 0.2 0.3 0.4 0.5 2044 2070
Africa

Note: (A) is based on a decline of dependency ratio (<15+>65/total) and two and more of working population/depending population. (B) is based on the latter.
Source: K.Shiino, Promising markets by the demographic bonus, JETRO Censor, March 2015, p.59. Original from The United Nations Database.



BRICS now

= Growth factor, “resources”, can divide BRICS into resource-based
(South Africa, Brazil, Russia) and non-resource-based (China and
India). The trend of protectionism and increasing transaction costs may
raise power of resource factor. China has a strong position in rare
metals production.

= The globalization process also has a strong impact for choosing
BRICS. The shocking share shift by emerging markets suggests
benefits from globalization (R. Baldwin, The Great Convergence,
Harvard, 2016). From this angle, China, India and Brazil enjoy this
benefits. As a whole, BRICS are under liberalism, despite the different
Interests. Perspective of trade?



Institution matters.

= Can institution building overcome these difference?-institutional
differences among BRICS

= Can we regard BRICS as the state capitalism? (lan Bremmer, The End
of the Free Market, 2010) — state economic players such as national
corporations, national champions, government sovereign wealth funds

= Poor market quality (market institutions) and poor government quality

= Institution building can promote innovation (structural changes). China
leads BRICS, but institutional factor is weak.

Perspective of the international political order
B BRICS cannot change the order. Perspective of Challenges by China



Fluctuating and low Government Quality

orld Bank, Worldwide Governance Indicators (WGI) 1996-2017 : voice and
accountability; political stability and a lack of violence; efficiency of the government;

regulation quality; control of law; corruption control
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				voice and accountability		political stability and absence of violence		government effectiveness		regulatory quality		rule of law		contol of corruption

		1996		80.8		86.5		81.5		73		90.4		84.4

		1998		74		89.9		83.4		69.1		90.9		82.9

		2000		75.5		87.5		87.3		79.4		88.5		86.3

		2002		76		85.6		83.4		66.2		83.7		82.4

		2004		82.7		80.3		89.8		82.4		88		86.3

		2006		76.9		87		89.8		87.3		90		90.2

		2008		75		75.6		88.3		84.5		88.9		85.9

		2010		80.1		76.9		90.4		81.8		88.2		91.9

		2012		83.9		77.3		88.5		84.2		87.2		91.9

		2014		79.3		84.5		97.1		84.1		89.4		93.3

		2016		77.3		82.4		95.7		90.4		89.4		90.9

		2017		80.3		89.1		93.3		89.9		89.9		90.4
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Sheet1

				voice and accountability		political stability and absence of violence		government effectiveness		regulatory quality		rule of law		contol of corruption

		1996		90.9		75.5		92.2		96.1		92.3		91.7

		1998		91.3		74.5		92.7		95.6		92.8		92.2

		2000		91.3		79.8		93.2		95.6		93.3		92.7

		2002		92.8		50		91.2		94.1		92.8		93.2

		2004		89.4		38.5		92.2		93.1		91.4		92.7

		2006		84.6		60.6		91.7		95.6		91.9		89.8

		2008		86.1		66.5		92.2		93.2		91.8		91.7

		2010		85.3		60.4		91.4		91.4		92.4		86.2

		2012		86.3		68.2		90.4		87.6		91.5		89.5

		2014		79.8		67		89.9		88.5		89.9		89.7

		2016		84.2		59.5		91.4

		2017		82.3		59.1		92.8
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Sheet1

				voice and accountability		political stability and absence of violence		government effectiveness		regulatory quality		rule of law		contol of corruption

		1996		12		41.3		46.8		47.5		36.4		43.9

		1998		10.6		30.3		53.2		37.3		38.8		45.9

		2000		11.5		35.1		53.7		36.3		35.9		50.7

		2002		6.3		32.2		55.1		33.3		39.2		33.7

		2004		7.7		32.2		59		44.6		38.8		34.6

		2006		6.3		28.4		57.1		48.5		37.3		37.1

		2008		5.8		29.7		59.2		51.5		45.2		35.4

		2010		5.2		25		57.9		44.5		45.5		32.4

		2012		4.7		28.4		56		43.5		38.9		38.8

		2014		5.4		29.6		66.3		45.2		42.3		47.1

		2016		7.4		26.7		67.3		44.2		41.4		49

		2017		7.9		36.7		68.3		48.6		44.7		46.6
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Sheet1

				voice and accountability		political stability and absence of violence		government effectiveness		regulatory quality		rule of law		control of corruption

		1996		43.5		12		32.7		39.2		23.4		15.6

		1998		34.1		14.9		22		30.4		18.2		17.6

		2000		37		10.1		23.4		27.9		13.4		16.6

		2002		37.5		24		43.9		43.1		23.9		22.4

		2004		30.3		7.7		43.9		50		19.1		25.4

		2006		23.6		19.2		39.5		38.7		19.6		21

		2008		25		20.4		44.7		39.3		20.2		12.1

		2010		25.1		18.9		39.7		40.2		26.1		14.3

		2012		19.4		20.4		40.7		38.8		23.7		16.7

		2014		20.2		18.4		51.4		36.5		26.4		19.7

		2016		17.7		15.2		44.7		37		21.6		19.7

		2017		18.7		21.4		55.5		32.7		22.1		17.3
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GllI: the simple goal of determining how to find metrics and approaches that better capture the richness
of innovation in society and go beyond such traditional measures of innovation as the number of
research articles and the level of research and development (R&D) expenditures.

Source: WIPO, Global innovation index, 2007-2018.
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Sheet1

				China		Japan		Russia		South Africa		India		Brazil

		institutions		70		8		74		53		80		82

		human capital & research		23		16		22		64		56		52

		infrastructure		29		9		63		84		77		64

		market sophistication		25		10		56		23		36		82

		business sophistication		9		11		33		47		64		38

		knowledge & technology outputs		5		12		47		55		43		64

		creative outputs		21		31		72		76		75		78
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Sheet1

				Russia		China		Japan		India		South Africa		Brazil

		2007		54		29		4		23		38		40

		2008/2009		68		37		9		41		43		50

		2009/2010		64		43		13		56		51		68

		2011		56		29		20		62		52		56

		2012		51		34		25		64		54		58

		2013		62		35		22		66		58		64

		2014		49		29		21		76		53		61

		2015		48		29		19		81		60		70

		2016		43		25		16		66		54		69

		2017		45		22		14		60		57		69

		2018		46		17		13		57		58		64
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