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ABSTRACT

The aim of this paper is to present changes in the role of EU countries, the USA and BRICS countries in
international trade of goods and services and selected macroeconomic determinants of trade exchange in
the analysed countries in the years 1960-2015 together with the projection of potential development of the
situation until 2070. Investigated macroeconomic trade conditions included population size, GDP, GDP per
capita and the inflation rate. Naive forecasting methods were used to estimate selected characteristics, as well
as export and import volumes, considering their development trends. The analyses showed that currently,
the largest global trade centres, i.e. the EU and the USA, are losing their share in global GDP. Their share
in global exports and imports is decreasing to the advantage of BRICS countries. The simulation up to 2070
showed that the trends observed in previous years may be increasing, while the position of the EU and the

USA in world trade may be weakening.
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INTRODUCTION

The BRICS group is an association composed of Bra-
zil, Russia, India, China and South Africa. O’Neill,
the author of the BRICS acronym, stated that by 2050
BRICS countries will become global powers (O’Neill,
2001; Gosh, 2013). This means that these countries
will compete and constitute a counterbalance to the
current major players in the global economy, i.e.
EU countries and the USA. Such trends have been
observed since the mid-1990s. The growing political
significance and economic potential of BRICS coun-
tries was discussed e.g. in The BRICS Report (2012),

as well as by Nassif, Feijo and Araugjo (2016) or Sid-
diqui (2016).

In 1995, the total share of the EU and the USA
in the global exports of goods and services was ap-
prox. 51.5% (40 and 11.5%, respectively; Czarny and
Folfas, 2015), while in 2015 it decreased to 44.3%
(33.7 and 10.6%, respectively). As it was reported by
Czarny and Folfas (2015), the share of BRICS coun-
tries in global exports in the same period increased
by 10 pp (from 6 to 16%). In absolute terms, the EU
and the USA, in a period of 20 years (1995-2015),
increased the value of their exports 3-fold, while for
BRICS countries it was 11-fold, which means that
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world exports are changing their location (Pawlas,
2015). Similarities of a comparable direction may
also be observed for GDP. In 1995, the EU and the
USA participated in the generation of GDP in 58%
(30 and 28%, respectively; Czarny and Folfas, 2015),
while 20 years later the joint share of these countries
in global GDP decreased to 48% (22 and 24%, re-
spectively). In the same period BRICS countries in-
creased their share in global GDP by 14 p.p. (from
8% in 1995 to 22% in 2015). It clearly results from
the above that the balance of powers on the interna-
tional market is changing. The Transatlantic Trade
and Investment Partnership (TTIP) between the USA
and the EU, which before the change of the Ameri-
can policy introduced by Trump’s administration had
been treated as a remedy to strengthen the cross-At-
lantic bridge, may be considered an attempt to rein-
force the weakening position of EU and US econo-
mies (Czarny and Folfas, 2015; Pawlak, 2017). In
this context we may ask questions concerning factors,
which have caused these current changes and may
stimulate further changes in the international position
of the countries under study. Thus, the aim of this pa-
per is to present changes in the role of EU countries,
the USA and BRICS countries in the international
trade of goods and services and selected macroeco-
nomic determinants of trade exchange between the
investigated countries in the years 1960-2015 along
with the projection of the potential development of
the situation in this respect by the year 2070.

THEORETICAL BACKGROUND

The development of trade was initiated by several
factors, which later led to international trade expan-
sion. Literature sources on the subject present various
divisions of these factors. Porter divided them into
two groups: micro- and macroeconomic, thus creat-
ing the so-called Porter’s National Diamond (Porter,
1990; Bienkowski, 2008). In turn, Rymarczyk (2006)
presented an approach, in which he distinguished
structural, technological, institutional and cyclical
factors. The first category comprises differences in
natural resources, mineral deposits, labour and capital
resources (Budnikowski, 2003). The development of
trade is also considerably affected by technological
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factors such as the Digital Revolution or industrial
revolutions, which generated strong stimulants for
economic growth (Budnikowski, 2003; Rymarczyk,
2006). A significant element in this group is connect-
ed with scientific and technological cooperation, the
aim of which is to provide links between science and
economy, e.g. R&D. The importance of technologi-
cal progress and innovation in shaping market shares
was discussed by Schumpeter (1936) and Fagerberg
(1987, 1996). Institutional factors include, among
other things, the political system, the economic policy
of a given country or international agreements (trea-
ties, contracts) (Pelkmans, 2001; Rymarczyk, 2006).
A solid foundation for the development of trade is
also provided by cyclical factors (Budnikowski, 2003;
Rymarczyk, 2006). Internal cyclical factors are con-
nected with specific characteristics and conditions of
individual economies, differentiating the predisposi-
tions of countries towards specific directions of in-
ternational specialisation, while external factors are a
result of development of international division of la-
bour, resulting from structural transformations in the
economy as a whole (Rymarczyk, 2006). Another ap-
proach to factors affecting the trade policy was given
by Misala (2005), who distinguished long- and short-
term factors. In turn, Bozyk (2008), when referring to
the conditions for the development of trade exchange,
focused on the differences in natural conditions, in
the level of industrialisation as well as technological
standard. This paper will discuss selected quantita-
tive structural and cyclical factors, determining the
development of exports and imports (selected fac-
tors are widely taken into account in the analyses of
trade development in developing countries, including
BRICS, see e.g. Gururaj, Satishkumar and Aravinda
Kumar (2016), whereby it is necessary to underline
that the value of GDP and the share in global GDP are
modified e.g. by technological factors, whereas the
participation in global trade depends, to a consider-
able extent, on institutional factors.

MATERIALS AND METHODS

The analyses were based on literature on the subject
and secondary data of the World Bank. The descrip-
tive analysis and the deduction method were applied
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in this study. Naive forecasting methods were used
to estimate the population size, GDP, export and
import volumes for the year 2070, considering their
development trends (Cieslak, 2005). The selected
method assumes that the forecasted variable in-
creases/decreases from period to period by a certain
constant value d:

Yr=yr.+d

The value d was determined based on mean annual
increments of the variable in the collected statistical
material taking into consideration fluctuations of the
variables in the years 2000-2015 (Btaszczuk, 2006).

T-2
Z (Vi =¥
d = izl

T-2

The projection adopted a simplifying assumption
that in future periods the development trend observed
in the years 2000-2015 will continue. This approach
is used, among others, in FAOSTAT projections and
is sufficient to capture the direction of changes in the
forecasted variables and their potential impact on the
share in global trade.

RESULTS AND DISCUSSION

In 1960, the largest volume of goods was exported
from the European Union. These exports, amounting
to USD 66 billion, accounted for over 42% of world
exports (Table 1). Despite the 100-fold increase in
the value of exports from the EU by the year 2015,
the share of this group of countries in global exports
decreased to 34%. A similar situation was observed
in the USA where, in 1960, the value of exports at
USD 27 billion was equivalent to 17% of global ex-
ports, while in 2015, after an almost 90-fold increase
to USD 2.3 trillion, accounted for as little as 10% of
world exports. At the same time, in BRICS countries,
the value of exports not only increased, but also the
share of this group of countries in world exports in-
creased from 5% in 1960 to 17% in 2015. A very high
dynamic for the increase in trade turnover in BRICS
countries was observed in the years 2000-2012, when
exports increased 6-fold and imports increased 8-fold,
respectively (Pawlas, 2015). The conducted projection
shows that, by 2070, the share of BRICS countries in
world exports may increase to 19%, whereas that of
EU countries and the USA may decrease to approx.
32.5% and a little below 10%, respectively (Table 1).

Table 1. Values of trade in goods and services and shares of the EU, the USA and BRICS countries in world exports

and imports in the years 1960-2070

Exports Share in global exports Imports Share in global imports
Item (USD billion) (%) (USD billion) (%)
1960 | 2015 | 2070 | 1960 | 2015 | 2070 | 1960 | 2015 | 2070 | 1960 | 2015 | 2070
World 157 |21310(63828| 100 100 100 159 [20835(62633| 100 100 100
EU 66 | 7172120808 | 42.1 | 33.7 | 32.6 68 | 6608 |18673| 42.7 | 31.7 | 29.8
USA 27 | 2264|6346 | 17.2 | 10.6 9.9 23 | 2786 | 7720 | 143 | 134 | 123
BRICS, including: 8 3573 112315 4.8 16.8 | 193 8 3151 | 11274 5.1 15.1 18.0
Brazil 1 232 755 0.7 1.1 1.2 1 254 692 0.7 1.2 1.1
Russia 0 392 | 1109 | 0.0 1.8 1.7 0 281 939 0.0 1.4 1.5
India 2 421 | 1646 | 1.0 2.0 2.6 3 470 | 1756 | 1.6 23 2.8
China 3 2431 | 8539 | 1.6 11.4 | 134 3 2046 | 7612 | 1.7 9.8 12.2
RSA 2 96 266 1.4 0.5 0.4 2 100 275 1.2 0.5 0.4

Source: the author’s study based on World Bank data. Retrieved from: http://databank.worldbank.org/data’home.aspx [Accessed

05.04.2018].
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It may be stated that world exports are shifting from
the previously largest trade centres to BRICS coun-
tries, the share of which in total exports of goods and
services is increasing. Such a trend was also observed
by Skrzyp (2016); moreover, it may continue in the
future.

An analogous situation is observed in the imports
of goods and services. In the 1960s, imports from the
EU were dominant, accounting for almost 43% of
world imports. In 2015, the share of the EU in global
imports was already by almost 10 percentage points
lower, while it is forecasted that by 2070, despite an
increase in absolute import value, it may drop to less
than 30% (Table 1). The role of the USA in global
imports may decrease from 14.3% in 1960 to 12.3%
in 2070. The opposite situation may be reported for
BRICS countries which, in the years 1960 and 2015,
had a 5 and 15% share in global imports, while in
2070 their participation may amount to 18%. For this
reason, it may be concluded that the role of BRICS
countries is increasing and these countries are stabil-
ising their position on the international market (Zal-
ewski, 2013).

A key determinant for trade exchange is associ-
ated with population size. Together with a rise in the
number of inhabitants of a given country, domestic
demand is growing, resulting in the need to increase
domestic production (using domestic or imported re-
sources) and/or the need for imports. Assuming the
occurrence of the effects of scale and advantageous
specialisation this growth stimulates exports, contrib-
uting to a growing share in world trade. Such a situa-
tion is being forecasted for BRICS countries, in which
the population size is increasing more dynamically
than in the EU or the USA. In 1960, the world popu-
lation constituted approx. 3 billion people, while in
2015 it was almost 7.4 billion, of which almost 45%
were living in BRICS countries (Table 2). According
to this forecast, in 2070, the global population may
be approx. 12 billion, with 4% (460 million) living
in the USA, 5% (590 million) in the EU and 38%
(4.6 billion) — in BRICS countries (Table 2). Russia
is the only country, which may experience a decrease
in population size in 2070 in relation to the figure in
2015. The forecast also shows that, in 2070, India and
not China (as until recently) may be the most popu-

Table 2. Selected macroeconomic conditions for trade of the EU, the USA and BRICS countries in the years 1960,

2015 and 2070

Population size Share in global GDP Share in global GDP | GDP per capita (USD
Ttem (million) P Op(‘f,f)“o“ (USD trillion) (%) thousand)
1960 | 2015 | 2070 | 1960 | 2015 | 2070 | 1960 | 2015 | 2070 | 1960 | 2015 | 2070 | 1960 | 2015 | 2070
World 3034|7355(11902( 100 | 100 | 100 | 1.4 | 74.5 (212.3| 100 | 100 | 100 | 0.5 | 10.1 | 17.8
EU 409 | 510 | 588 13 7 5 04 | 163 | 38.1 | 26 22 18 09 | 32.0 | 64.8
USA 181 | 321 | 463 6 4 4 0.5 | 18.0 | 46.9 | 40 24 22 3.0 | 56.2 |101.2
ilzlllii?;lg 132630854570 | 44 42 38 0.1 | 16.7 | 62.4 9 22 29 0.1 54 | 13.7
Brazil 72 | 206 | 318 2 3 3 0.0 1.8 | 5.6 1 2 3 02 | 88 | 17.6
Russia 120 | 144 | 135 4 2 1 14 | 47 . 2 2 9.5 | 35.0
India 449 (1309|2244 | 15 18 19 0.0 | 2.1 8.0 3 3 4 0.1 1.6 | 3.6
China 667 | 13711779 22 19 15 0.1 | 11.1 | 433 4 15 20 0.1 8.1 | 243
RSA 17 55 93 1 1 1 00 | 03 | 0.8 1 0 0 04 | 58 | 8.6

Source: the author’s study based on World Bank data. Retrieved from: http://databank.worldbank.org/data’home.aspx [Accessed
05.04.2018].
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lous country worldwide. Despite an increase in popu-
lation size, in most investigated countries, their share
in world population may be decreasing. Exceptions
in this respect may be India and RSA which are expe-
riencing very high birth rates. In 1960, the inhabitants
of India accounted for approx. 15%, in 2015 — 18%,
while in 2070 they may account for 19% of the global
population.

A major economic factor stimulating demand,
also including foreign goods, is connected with the
level of GDP and disposable income of a population.
In 1960, the highest gross domestic product was gen-
erated in the USA. It amounted to USD 0.5 trillion,
which accounted to almost 40% of world GDP. At that
time, the EU generated 26%, while for BRICS coun-
tries it was 9% of global GDP (Table 2). In 2015, the
GDP value for the three investigated economies was
uniform and amounted to USD 1618 trillion, which
was equivalent to 22-24% of world production. The
simulation for the year 2070 indicates the highest
GDP for BRICS countries (USD 62.5 trillion), which
would generate 30% of global GDP, a 22% share
of the USA (USD 47 trillion) and an 18% share of
the EU (USD 38 trillion). This analysis shows that
the role of the USA and the EU measured by GDP
is decreasing to the advantage of BRICS countries.
Although GDP values for the EU and the USA were
increasing in the analysed years, their respective
shares in the generation of global gross product was

decreasing. To a considerable extent this was caused
by China which, starting from the 1980s, has been
experiencing a very high, frequently double digit
growth rate in GDP, as reported by e.g. by Gwiazda
(2013) and Sulmicki (2015). It is likely that, in 2070,
the GDP for China may exceed the EU GDP. Interest-
ing conclusions are provided by the analysis of GDP
per capita. Throughout the entire investigated period,
the highest GDP per capita was recorded in the USA,
a country with the smallest population among inves-
tigated entities. In 1960, it was USD 3 thousand, in
2015 USD 56 thousand, while in 2070 it may exceed
USD 100 thousand (Table 2). All BRICS countries, in
terms of their GDP per capita, are located around the
world mean (USD 450 in 1960, 10 thousand in 2015
and according to the forecast — 18 thousand in 2070).
The dynamic development of BRICS countries has
resulted in a significant increase in the demand for
raw materials in these countries. Since production
may not satisfy demand, these countries are forced to
continuously increase imports, which is reflected in
the growing shares of this group of countries in world
imports (Skrzyp, 2016).

Inflation is an important factor determining the
cost leadership of individual countries on regional
and world markets. Its increase, through changes in
price relationships, causes a reduction of exports and
an increase in imports from/to a given country, and
thus leads to a trade deficit, which in the short term

Table 3. Inflation rates in the EU, the USA and BRICS countries in the years 2000-2016 (%)"

Item 2000 2002 2004 2006 2008 2010 2012 2014 2016
World 3.6 3.1 3.7 4.5 8.9 35 3.8 2.5 1.7
EU 32 23 23 2.6 4.2 1.7 2.7 0.2 0.2
USA 34 1.6 2.7 32 3.8 1.6 2.1 1.6 13
Brazil 7.0 8.5 6.6 4.2 5.7 5.0 5.4 6.3 8.7
Russia 20.8 15.8 10.9 9.7 14.1 6.9 5.1 7.8 7.0
India 4.0 44 3.8 6.1 8.4 12.0 9.3 6.6 4.9
China 0.3 —0.8 39 1.5 59 3.3 2.6 2.0 2.0
RSA 53 9.2 1.4 4.6 11.5 4.3 5.7 6.1 6.3

* Time range of this set of data is dependent on the availability of reliable and internationally comparable data.

Source: author’s study based on World Bank data http://databank.worldbank.org/data’home.aspx [Accessed 05.04.2018].
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can be considered a manifestation of lack of competi-
tiveness of the economy on international markets. In
the analysed years, creeping inflation from 3 to 5%
was recorded. An exceptional year in this respect was
2008, the year of the economic crisis, when the infla-
tion rate reached almost 9% (Table 3). Economies of
the EU and USA are closely interconnected, thus the
level of inflation in these economies was compara-
ble. In the years 2000-2016, inflation in China fluc-
tuated from —0.8 to 5.9%, reaching deflation twice,
while becoming an increasingly solid trade partner
for other major economic centres. The economies of
Brazil, India, RSA and Russia were less stable on an
international scale and inflation fluctuations in those
countries were greater, as they experienced walking
inflation and in some years — galloping inflation. It
was particularly evident in Russia (over 20% infla-
tion in 2000). Russia is a specific economy, since its
economic potential is mainly based on oil, the price
fluctuations of which may stimulate an increase in
inflation. Considering the above-mentioned facts, it
can be concluded that, in the long-term perspective,
the rate of economic growth is a decreasing function
of the inflation rate, and its relatively high level re-
corded in BRICS countries may cause a slower pace
of their current dynamic development.

CONCLUSIONS

Changes in the balance of powers on the international
market have been observed since the 1990s. The EU,
the USA and BRICS countries are the three main
trade centres on a global scale and jointly have over
a 60% share in global exports and imports. However,
these analyses showed that the current largest global
trade centres, i.e. the EU and the USA, are losing
their share in global GDP. Their share in world ex-
ports and imports is also decreasing to the advantage
of the dynamically developing BRICS countries. The
growing importance of Brazil, Russia, India, China
and RSA, on an international scale, was determined,
among other things, by dynamic population growth
and an increase in GDP of these countries, while the
strengthening of the economic position of China was
also connected with the relatively low inflation rate
among the countries of this group. The comparative

advantage of BRICS countries on the international
market were largely influenced by price and cost ad-
vantages, resulting mainly from lower labour costs
than in the EU and USA. The observed, increasingly
solid change in the balance of economic forces seems
irreversible. The simulation up to 2070 has shown
that the trends reported in previous years may contin-
ue and the position of the EU and the USA in world
trade will weaken in relation to the BRICS block.
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