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ABSTRACT

This study examined economic integration through trade between BRICS
(Brazil, Russia, India, China and South Africa) countries and sub-Saharan
Africa. The study examines the comparative advantages of the two economic
blocks with respect to the exportation of merchandise (food, agricultural raw
materials, fuels, ores and metals, and manufactures). The findings of this study
reveal the actual status of these two regions as economic partners in each of the
five subsectors of merchandise exports.

The trend shows that, with the exception of manufactures exports, the
competitiveness of all subsectors of the merchandise exports of BRICS is
characterised by a declining trend. BRICS has a comparative advantage
in the world in the exportation of manufactures and fuels, and comparative
disadvantage in the export of food, agricultural raw materials, and ores and
metals. Interestingly, manufactures are continuously and consistently in a
steadily rising trend. This is evidence that BRICS’s structural transformation
towards higher valued-added commodities is proceeding well, which means that
policy makers should be considering ways of enhancing it further.

In the case of sub-Saharan Africa, with the exception of manufactures exports,
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it is found to have comparative advantages in all merchandise exports. Sub-
Saharan Africa’s competitive advantage is the highest in the exportation of ores
and metals, followed by fuels, agricultural raw materials and food. Sub-Saharan
Africa has a comparative disadvantage in the export of manufactures throughout
the period considered in this study. This implies that the prospects of structural
transformation to downstream of the higher value-added commodities export
part of the supply chain are good: the slow pace of transformation towards
higher value-added goods should therefore be demanding the attention of policy
makers. The study has revealed that sub-Saharan Africa is more competitive
than BRICS in the exportation of ores and metals, fuel, agricultural raw materials
and food. On the other hand, BRICS is more competitive than sub-Saharan
Africa in the export of manufactures.

The study has also revealed that significant economic integration can be
sustained between BRICS and sub-Saharan Africa in the exportation of
all merchandise subsectors. Specifically, sub-Saharan Africa is a potential
destination market for BRICS'’s exports of manufactures. Conversely, BRICS is
also a potential destination market for sub-Saharan Africa’s exports of ores and
metals, fuel, agricultural raw materials and food.

Economic integration between BRICS and sub-Saharan Africa favourably
influences peace and stability in the regions. Sustaining peace and stability in
these regions also favourably influences the wellbeing of the communities.

Key words: BRICS; economic integration; merchandise exportation; peace and
stability; revealed comparative advantage; structural transformation; sub-Saharan
Africa

INTRODUCTION

The concept of comparative advantage is strongly associated with international trade.
The theory of international trade dates back to the era of mercantilism. To explain
the reasons why nations trade various theories have been developed. Adam Smith
(1978; cited in Schumacher 2012) argued that the absolute advantage of a nation is
the reason for letting it engage in international trade. It is stated that a nation exports
those commodities it produces more cheaply than other countries and imports those
commodities that it cannot produce more cheaply than other nations. Ricardo (1817)
extended the argument of absolute advantage by stating that nations can enter into
trade relationships even though one of the nations has an absolute advantage in the
production of both the goods to be traded between the countries.

Theorising about international trade has continued to the present; Hekscher and
Ohlin (cited in Goldin 1990) attempted to fill the gaps in the reasons why nations
trade. They stated that it is endowment with the factors of production that entitles a
nation to have absolute and comparative advantage over other nations. This becomes
the basis for embarking upon international trade.
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As an extension of the previous theories, Liesner (1958) introduced the con-
cept of ‘revealed comparative advantage’ (RCA). Balassa (1965) refined further the
concept of RCA by introducing a method that is used to compute the RCA index of
nations. Balassa’s index is widely used to investigate the competitive advantage of a
nation in the exportation of goods in the world. Hillman (1980) developed Balassa’s
RCA index further, using necessary and sufficient conditions.

The present study examines the comparative advantage situation of the two re-
gions, or blocs, of BRICS and sub-Saharan Africa. The assessment of comparative
advantage in this case is supported by the widely used tool introduced by Balassa. By
adopting Balassa’s method, the study determines the RCA of each bloc (BRICS and
sub-Saharan Africa) in the exportation of merchandise goods. Specifically, the study
examines the RCA of the subsectors of merchandise exportation that include food,
agricultural raw materials, fuels, ores and metals, and manufactures. RCA indices
determined for the two regions indicate the areas in which these regions can col-
laborate and integrate economically through the exportation of merchandise goods.

In the contemporary world, the winds of globalisation are influencing countries
regardless of their economic status. One of the factors that determine the success
of a country in international trade is the competitiveness of its commodities in the
world. In this regard, the importance of and degree of reliance on the concept of
comparative advantage has increased. The emphasis on determining the comparative
advantage index of a country’s exports has increased owing to its significant policy
relevance for the countries concerned. The significance of competing based on RCA
is highly supported and is becoming the order of the day. Furthermore, the World
Trade Organisation (WTO) and the main tenet of the former General Agreement on
Tariffs and Trade’s (GATT) is the promotion of free trade in the world that discour-
ages trade restrictions of various forms. Though the classical comparative advantage
theory has valuable merits, its appropriateness in the present era of fast communi-
cation and mobility of resources is being called into doubt. Kowalski (2011) adds
that these developments in the world have a significant influence in price, structure
and trade pattern. Studies done by the Organisation of Economic Cooperation and
Development OECD (n.d.) and Kowalski and Cepeda (2011) strengthened the view
that the capacity of the classical comparative advantage theory to explain the current
global trading pattern is limited.

Since Goldin (1990), the theory of comparative advantage has been extended
by economists, with due emphasis being given to human and technological factors
apart from Ricardo’s focus on the competitiveness of natural and physical factors.
Leontief’s (1965) study of factor proportions and the structure of American trade
revealed a paradoxical outcome: having assessed the trade structure and pattern of
the United States with Canada, the then West Germany and Japan, his study found
evidence opposed to the premises of the theory of endowment. Leontief revealed that
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the United States, with its higher capital endowment, imports capital-intensive goods
and exports labour-intensive goods.

The literature indicates that further research has been undertaken that re-
examines the apparent paradox of Leontief’s findings. Accordingly, studies by Kenen
(1965) and Harkness (1975) clarified the paradox and confirmed that the factor-
endowment theory of Heckscher and Ohlin is valid even for trade relationships among
the United States, Canada, West Germany and Japan. They confirmed the validity
of the factor-endowment theory because of the fact that in their methodology they
stratified the skill level and considered models that compose three factors (human
capital, physical capital and raw labour). The study done by Harkness and Kenen is
supported by Krugman (1990). It is further elaborated that, despite the significant
contribution the factor-endowment theory offers to international trade, it does not
adequately explain the contemporary trade pattern and complexity of the factors that
global trade involves.

BACKGROUND OF BRICS

Singh states that the acronym BRIC was floated for about a decade before it was
formally adopted. It represented the group of countries Brazil, China, India and Rus-
sia. The acronym was coined for the first time by Goldman Sachs (as cited by Singh
nd) when it grouped these countries in specifying a particular economic model in
an attempt to forecast the future half-century’s economic scenario. Goldman Sachs
anticipated that BRIC would play a continuing and significant role in the world eco-
nomic sphere. Though meetings among those countries’ foreign ministries used to be
held as a side event during various United Nations (UN) General Assembly sessions
in New York, and in other countries, the grouping was formalised only on 16 June
2009 in Russia (Yekaterinburg). The acronym has been extended to BRICS since
South Africa’s inclusion as member of the group in 2010.

Singh (nd) has explained that from the time the acronym was coined in the
period 2001 to 2010, BRIC has realised significant returns both economically and
politically. In 2010, more than 40 per cent of the world population and about 30 per
cent of the world’s landmass resorted under BRICS members. In terms of purchas-
ing power parity (PPP), the share of BRICS GDP in the world has grown from 16
per cent in 2000 to 25 per cent in 2010. It is believed that this economic growth will
continue in the future along with social indicators such as literacy levels.

LITERATURE REVIEW

A study by Wood and Mayer (2001), which dealt with Africa’s export structure
comparatively, revealed that the dominance of unprocessed primary products ex-
port is attributed to its lower level of educational capacity and magnificent natural
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resources. The study further suggests that it is very likely for some of the countries
on the continent to boost their manufactured export share by improving the obvious
challenge of infrastructure as well as their related policies. Furthermore, as African
countries are endowed with huge natural resources, their exports can be increased by
their engaging in all those sectors that use natural resources a great deal.

Subramanian and Tamirisa (2003) examined this situation and demonstrated
that Africa has not benefited from global trade, which supports the view that it is not
integrated into international trade: Africa has exhibited a trend towards the disinte-
gration of its trade with advanced countries. The trend and degree of disintegration
widened in the case of Francophone Africa, due to these countries’ failure to exploit
the trade opportunities they had. The trend towards disintegration has shown some
instances of rejuvenation in the case of Anglophone Africa.

In their assessment of the relationship of growth to productivity and diversifica-
tion Hammouda et al (2010) found that Africa’s economic growth can be boosted
through an improvement in the productivity of all factor inputs by promoting and
adopting policies leading to the diversification of the continent’s economic structure.

Shaw et al (2007) predicted that various tensions will exist in the future that can
be anticipated. These include theocratic fundamentalism in both the North and the
South, the existence of various influential power centres, such as BRIC and China,
India and South Africa (CISA). The global architecture and governance of the future
will depend on how the tension among the multi-power centres is settled. They also
predicted that there will be multiple ripple effects at the global, regional and national
levels if the economic growth pace of BRIC/CISA continues for the next 30 to 50
years. The potential socio-economic and political shift of power will be pronounced
if the countries in the specified blocs work with strong co-ordination and cohesion.

Bhar and Nikolova (2007) asserted that there is a continuous integration process
of BRIC countries that is more pronounced at regional level than at a global level.
Their studies revealed the existence of potential investment diversification oppor-
tunities in BRIC economies. The continued global integration witnessed by these
economies is an indication that investors should consider the growth areas in these
economies and invest by selecting the appropriate portfolio investment options.

Weiner et al (2008) revealed that South Africa has a pattern of comparative
advantage distinct from those that are customary for developing countries in general
and that of East Asian newly industrialised countries (NICs) and other Asian econo-
mies. The areas of comparative advantage of South Africa are high capital-intensive
products primarily meeting the demands of producers than directed towards the de-
mands of consumers. It is stated that South Africa’s comparative advantage scenario
is in between that of the developing economies and the advanced economies.

Hentz (2005) concludes that the policy initiatives taken by South Africa to inte-
grate itself within the regional economies are an indication of its prevailing competi-
tive domestic interests within the nutshell of its local political economic framework.
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It is considered as a kind of compromise that strikes a balance between labour and
business.

Tran et al (2012) examined the determinants of export performance of the coun-
tries of sub-Saharan Africa and Asia. They revealed that there was a rising trend in
supply matters after the early 1990s within the countries in both sub-Saharan Africa
and Asia’s developing countries. They added that the need for economic integration
through trade between South—South has grown because of the fact that globalisation
is significantly influenced and driven by China and India. Significantly, the growth
dynamics of India and China have brought a change in the economic prospects of
developing countries in general. The export performance of developing countries
in these regions is adversely influenced by their weak institutional capacities. The
performance worsens if rent-seeking behaviours prevail. It is suggested that cost-
saving trade infrastructures have the capacity to boost exports. Furthermore, it is
revealed that the existence of a positive correlation between the countries’ access
to foreign markets and their supply capacity stimulates export performance. Sub-
Saharan countries will be beneficiaries by strengthening their trade integration with
developing Asia in order to enjoy sustained market access. Securing market access
in the Asian region reinforces the export performance of sub-Saharan countries. It
is suggested that developing countries should opt for developing and strengthening
South—South integration through trade.

The two giant countries on the planet, India and China, which account for about
40 per cent of the globe’s population, have witnessed sustained economic growth.
Their surplus labour and large diaspora populations across the world are likely to
favourably influence further expansion of its economic activities in the future. It has
been predicted that India and China, along with the United States, will be the three
power centres of the world polity in the earlier part of the 21st century (Thakurta
2006). Moreover, it is stated that in the contemporary world, the emerging nations
— Russia, India and China — are more likely to change the economic dynamism of
the world and the features of the economic platform of the world in the early 21st
century. It is also asserted that there will be a transformation towards a multipo-
lar economic landscape from the current US-dominated one. This transformation is
justified by the fact that BRIC is experiencing fast economic growth, the enhance-
ment of its financial clout, and a sense of assertiveness. The multipolar economic
atmosphere in the world is expected to make developing countries beneficiaries as it
entitles them to have a major say in world affairs. It is asserted that the cohesion of
European countries is also one potential source of influence likely to shape the global
governance structure (Dailami & Masson 2010).

Carmody and Hampwaye (2010) highlighted the rapid economic growth wit-
nessed by sub-Saharan Africa during the period 2004 to 2008. They claim that, to a
large extent, this growth is stimulated by the investment and trade of Asia. A signifi-
cant share of the activities carried out to date has focused on primary commodities.
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Dhar (2012) examined the effect of the inclusion of South Africa in the BRICS
group. The study argues that BRICS will be strengthened further as South Africa has
been a natural ally of the members of BRIC. This argument is supported by the per-
formances exhibited by the involvement of South Africa, Brazil, China and India in
various forums that deal with the issues of trade and climate change. These countries
have asserted their interests in crucial negotiations on, for example, agriculture, mar-
ket access, and intellectual property rights. Basically, these issues are also develop-
ing countries’ areas of concern. The positions of South Africa, Brazil, China and In-
dia on the stated issues have helped developing countries to streamline their interests
for negotiation in international forums. BRICS’s role in multilateral negotiations is
significant for developing countries in that it serves as a counterpoint to earlier phas-
es of multilateral trading patterns that were dominated by four countries or blocs (the
United States, the European Union, Japan and Canada). Its supportive role on behalf
of developing countries is evidenced by the fact that the members of BRICS have
argued that multilateral agreements on issues related to green gas emission should
not undermine the developmental endeavours of developing countries. Moreover,
the confidence placed in BRICS has enhanced South—South relationships, resulting
in economic integration between BRICS countries and developing countries.

With regard to the future scenario of the world economic situation and stability
scenario Cooper et al (2007) envisage it as follows:

‘Time will show how the emerging economies impact global politics, security, economics,
and societies through the first quarter of the new century. It seems clear though that if the
BRICSAM economic growth of the last 5—-10 years continues over the next three to five dec-
ades, then multiple ripple effects will be felt at national, regional, and global levels. The po-
tential shift in the global balance of power may be even more pronounced if the BRICSAM
countries (Brazil, Russia, China, India, South Africa, ASEAN and Mexico) decide to act col-
lectively and use their joint bargaining power to shape or reform global institutions, from the
Kimberley Process to the Doha Round. Thus, a change in the key aspects of global economic
governance, international architecture, and geo-politics seems inevitable and with it new
challenges will arise for policy makers and scholars alike — innovative, interdisciplinary re-
sponses for the conceptualization of the BRIC/BRICSAM emergence are, thus, imperative.’

CONCEPTUAL FRAMEWORK OF THE STUDY"

To analyse economic integration between BRICS and sub-Saharan Africa, the study
approaches it using the revealed comparative advantages the regions have on mer-
chandise goods. The widely used measuring index suggested by Balassa is adopted
for this study. The analyses base their assessment of the respective revealed com-

1 A similar conceptual model and methodology is used by Beyene (2014b, 2014c¢) in the
studies that examine the RCA of sub-Saharan Africa versus South Asia and versus Latin
America and the Caribbean.

10
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parative advantages for each sub-category of the merchandise export from two
perspectives: the first assessment deals with comparison of each BRICS member
country’s revealed comparative advantage with the sub-Saharan Africa region; the
second assessment attempts to examine the revealed comparative advantage of the
whole BRICS bloc with the comparative advantage of sub-Saharan Africa in each
of the subsectors of the merchandise export. In each analytical approach it explores
the opportunities for economic integration between BRICS and sub-Saharan Africa.

The analyses highlight the complementarities and competitiveness in subsectors
of merchandise exportation between the two regions.

To compute the RCA of the regions or countries in each subsector, the following
formula, which was initially developed by Balassa, is adopted and applied:

.

E: X: J
z i E: X J )J

X, signifies exports of sector ‘i’ of a region (BRICS, sub-Saharan Afri-
ca, or each member country of the BRICS) ‘j’,

D xy

&d

E _X:_j'
j signifies ‘world’ exports of sector ‘i’ (sum of countries sector’s ‘i’ exports),

To analyse such data in some depth, authors use the formula developed in a modified
form by Vollrath along with the widely used Balassa’s RCA.Vollrath’s (1991) model
is considered appropriate when dealing with a group of countries whose influence in
the world trading order is higher than that of an individual country. Vollrath’s model
is used in some of the analyses of this study relating to a group of countries such as
BRICS and sub-Saharan Africa region. Essentially, the difference between Balassa’s
and Vollrath’s RCAs is that in the calculation of the indices of RCAs, Vollrath’s ap-
proach avoids double counting. Vollrath’s RCA examines the RCA of the exports
from a specified sector of a specific country in the world. In this study, Vollrath’s
RCA is denoted by RCA, and is customised to the study’s specificities. The model

signifies total exports of region j’,

signifies total ‘world’ exports.

11
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is set in a way that enables us to examine the RCAs of the two regions (BRICS and
sub-Saharan Africa) in the exportation of subsectors of merchandise.

To examine the RCAs of BRICS as a region and sub-Saharan Africa in the ex-
portation of subsectors of merchandise, the model used, with its respective notations
for the specified variables, is as shown below.

If the computed value of RCA, is positive, it reveals that the country or region
has a comparative advantage, whereas a negative value of RCA, reveals that the
country or region has a comparative disadvantage in the exportation of the specified
commodity (Vollrath 1991).

DATAAND METHODOLOGY

To investigate the RCAs of the two regions, the commonly used model specified
above is adopted in two ways: first, BRICS is considered as a single bloc and its
RCA is computed; similarly, the RCA for sub-Saharan Africa is computed and the
competitive posture of the two regions in the export of merchandise sub-sectors
(food, agricultural raw materials, fuels, ores and metals, and manufactures) is as-
sessed. Furthermore, to examine the potential for economic integration between the
two regions, the differentials in their RCA indices for the exportation of merchandise
subsectors are considered. The differential indices are used as valuable indicators of
economic regional integration, because they reveal the gap in competitiveness in the
exportation of the specified commodities. The following model is used to compute
the competitiveness gap between the two regions:

RDRCA (BRICS and SSA) = RCA — RCA
where

RDRCA refers to the revealed difference in the RCA of BRICS and sub-Saharan Africa;
BRICS refers to the bloc that consists of the countries Brazil, Russia, India, China and South
Africa;

SSA refers to sub-Saharan Africa.

BRICS SSA

The expanded equation form of the differential indices of the two regions is defined
as given below.

The RCA approach to examining competitiveness is one of the valuable tools that
enable policy makers to obtain an input with regard to the status of the country in

X i h X;:
( J E: X; J ) ( J/ %, X!j)
RDRCA = ~ - : ——| BRICS - X
i -X:_.i' ():_.' .-'/E v % )
_ JZ; Xy, j &/ SSA

12
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export competitiveness. It is also important to note that RCA has the limitation that it
does not take into account the possible improvements in factors of production from
which a country or region benefits. Moreover, it does not take into account trade-
related policy changes that may be introduced by a country or region. These include
tariff and non-tariff policy changes that could distort the international trade pattern
of countries, regions or even the whole world.

The pacification role the two regions can play is examined, based on the litera-
ture review that discusses similar issues.

ANALYSIS

The computed RCAs in the exportation of the merchandise subsectors of food, agri-
cultural raw materials, fuels, ores and metals, and manufactures of BRICS and sub-
Saharan Africa are presented in Table 1 below. The trend of the RCA in the exporta-
tion of food of BRICS between 1995 and 2010 shows that it is declining: BRICS’s
food exports are in a comparative disadvantage position, having transformed from
comparative advantage to a disadvantage status during the period.

In the case of sub-Saharan Africa, even though a decline in the RCA of food
exports is exhibited between 1995 and 2010, it is placed in a comparative advantage
position. As can be seen from Figure 1, the gaps in competitiveness between BRICS
and sub-Saharan Africa during this period are almost all higher by 1 RCA index unit.
This implies that BRICS will be a beneficiary by importing food from sub-Saharan
Africa, which highlights a possible avenue for economic integration between the two
regions. Sub-Saharan Africa should see the BRICS region as an important market for
its food exports.

Table 1: RCA of BRICS and sub-Saharan Africa in merchandise exports

Food Agricultural Fuels Ores and metals | Manufactures
raw
materials

Year BRICS® | SSA® | BRICS | SSA | BRICS | SSA BRICS SSA BRICS | SSA
1995 | 1.11 200 |064 [233 (037 |5.14 |1.99 2.67 0.73 0.37
2000 | 1.06 214 |1.05 [250 (138 |[3.70 |1.68 2.33 0.90 0.41
2004 | 0.89 229|073 [250 (162 |4.75 |1.62 3.33 0.94 0.40
2006 | 0.86 214|065 [250 (139 |[3.60 |1.37 3.33 0.97 0.44
2008 | 0.65 1.75 | 0.58 | 1.50 |1.41 3.00 |1.17 4.00 1.00 0.46
2010 | 0.70 1.88 {059 |[2.00 |1.19 |2.67 |0.99 3.60 1.04 0.45

Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: 2 BRICS stands for Brazil, Russia, India, China and South Africa.

b SSA stands for sub-Saharan Africa.

13
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Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

Figure 1: RCA and RDCA of food exports of BRICS and sub-Saharan Africa

With regard to the exportation of agricultural raw materials, the computed RCA of
both regions is depicted in Table 1 and Figure 2. In the exportation of agricultural
raw materials, BRICS has assumed a comparative disadvantage status throughout
the period except in the year 2000, in which it attained a neutral status. In the case of
sub-Saharan Africa, it has a comparative advantage in the exportation of agricultural
raw materials, though the RCA indices are characterised as being both up and down
during the period under consideration. When the two regions are compared, sub-
Saharan Africa’s comparative advantage is on average more than two times higher
than the competitiveness of BRICS. This implies that economic integration can be
sustained between the two regions through the exportation of agricultural raw ma-
terials. BRICS became a beneficiary by importing agricultural raw materials from
sub-Saharan Africa. On the other hand, BRICS is a potential market for sub-Saharan
Africa’s exports of agricultural raw materials.

14
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Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

Figure 2: RCA and RDCA of agricultural raw materials exports of BRICS and sub-
Saharan Africa

The study further disclosed that both regions have revealed comparative advantages
in the exportation of fuels to the world. BRICS has been transformed from the status
of comparative disadvantage to comparative advantage during the period considered
in the study. BRICS’s RCA indices pattern depicted in Figure 3 is characterised
by a constant trend in most of the years. In the case of sub-Saharan Africa, it has a
very high comparative advantage position throughout the period considered in the
study. However, the RCA indices pattern is characterised by a declining trend from
5.14 in 1995 to 2.67 in 2010. When the two regions are compared, sub-Saharan
Africa’s competitiveness in the export of fuels is more than 2.5 times higher than
that of BRICS. In addition, the gap in competitiveness between the two regions has
declined from 4.77 RCA units in 1995 to 1.48 in 2010. The shrinkage in the gap of
competitiveness is mainly due to the decline in competitiveness trend exhibited in
sub-Saharan Africa. Economic integration between the two regions can therefore be
realised through the exportation of fuel from sub-Saharan Africa to BRICS that will
enable both of them to become beneficiaries.

15



Beyene BRICS and sub-Saharan Africa trade interdependence and peace

H BRICS
2 .

B Sub-Saharan Africa
0 T T T T T T

1995 2000 2004 2006 2008 2010

2 Difference of BRICS's and
sub-Saharan Africa's RCA
Index

-4

-6

Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

Figure 3: RCA and RDCA of fuels exports of BRICS and sub-Saharan Africa

The competitiveness of BRICS in the exportation of ores and metals as shown in
Table-1 and Figure 4; it has RCA in the world. However, its competitive advantage
has been shrinking through time from about 2 RCA index values in 1995 to about
1 RCA index value in 2010. This trend is more likely to indicate that BRICS’s
competitiveness will be transformed from a comparative advantage position to a
comparative disadvantage position in the future.

As far as sub-Saharan Africa is concerned, unlike BRICS, its competitiveness
has been enhanced during the period under study: it has risen from 2.67 RCA index
values in 1995 to 3.60 in 2010.

The competitiveness trends of the two regions in the exportation of ores and
metals is depicted to be the opposite of each other — while the competitiveness of
BRICS shrinks, competitiveness has been boosted for sub-Saharan Africa. These
two different and opposite trends have caused the competitiveness gap between the
two regions to become increasingly wider during the period considered in the study.
It can be inferred from the trend observed that the exportation of the ores and metals
subsector is going to be one of the promising merchandise goods that could link the
two regions in the future.

16
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Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

Figure 4: RCA and RDCA of ores and metals exports of BRICS and sub-Saharan
Africa

The competitiveness of BRICS in the exportation of manufactures is shown in
Table 1 and Figure 5. It is interesting to see that BRICS’s competitiveness has shown
continuous and consistent improvement in the exportation of manufactures. It has
realised a transformation in competitiveness from the status of comparative disad-
vantage to that of comparative advantage in the higher value-added exportation of
the merchandise subsector (manufactures). BRICS has managed to move forward,
enhancing its competitiveness in the world, as evidenced by the increase from a mere
RCA index value of 0.73 in 1995 to 1.04 in 2010. Even though the magnitude of the
RCA value is a little more than unitary, the growth trend is a promise of the enhance-
ment of its competitiveness in the future.

In the case of sub-Saharan Africa, even though an improvement trend is exhib-
ited in its competitiveness in the exportation of manufactures, it is still at its lower
stage. Sub-Saharan Africa is therefore found to be at a comparative disadvantage in
the exportation of manufactures. This subsector of merchandise is not well devel-
oped or exported by the sub-Saharan Africa region.
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Comparatively, on average, BRICS outshines in the competitiveness of manu-
factures exports and is higher by more than 1.83 times the competitiveness of sub-
Saharan Africa. This highlights the existence of a window of opportunity for the two
regions to integrate through the exportation of manufactures. The linkage between
the two regions can be further strengthened through the exportation of manufactures
from BRICS to the sub-Saharan Africa market in the future. In other words, the
prospects for structural transformation to the down-stream phase of the supply chain
are modest in the case of sub-Saharan Africa; however, structural transformation is
progressing well in the case of BRICS.

1,20

1,00

M BRICS

0,80

B Sub-Saharan Africa

0,60

0,40
m Difference of BRICS's and

sub-Saharan Africa's RCA

0,20 Index

0,00

1995 2000 2004 2006 2008 2010

Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores

less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the

specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

Figure 5: RCA and RDCA of manufactures exports of BRICS and sub-Saharan
Africa

The RCAs of each of the BRICS subsectors of merchandise exportation are depicted
in Figure 6 below. The trend shows that with the exception of manufactures exports,
all subsectors of the BRICS merchandise exports are characterised by a declining
trend. It is interesting to see that the trend of manufactures exports is continuously
and consistently rising. Currently, as the graph shows, only two commodities (fuels
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and manufactures exports) are in their comparative advantage stage, whereas the
remainder are in their comparative disadvantage stage.

It can be summarised that BRICS has competitive advantage in the world in the
exportation of manufactures and fuels, and comparative disadvantage in the exporta-
tion of food, agricultural raw materials, and ores and metals.
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Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

A — signifies food exports of BRICS region.

B — signifies agricultural raw materials exports of BRICS region.
C — signifies fuels exports of BRICS region.

D - signifies ores and metals exports of BRICS region.

E — signifies manufactures exports of BRICS region.

Figure 6: BRICS’s RCA trends of merchandise exports in 1990-2012

The RCAs of each of the subsectors of merchandise exports of sub-Saharan Africa
are depicted in Figure 7 below. The trend shows that the fuels exports are charac-
terised by a declining trend whereas others show more of an up-and-down trend. It
is interesting to observe that the trend of manufactures exports is stagnant with a
low prospect of growth. This implies a low propensity for structural transformation
towards the low stream phases of the supply chain. Currently, as the graph shows,
with the exception of manufactures exports all the merchandise exports are found to
be in their comparative advantage status. This means that sub-Saharan Africa has a
comparative disadvantage in the exportation of manufactures throughout the period
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considered in this study. Sub-Saharan Africa’s competitive advantage is the highest
in the exportation of ores and metals, followed by fuels, agricultural raw materials
and food.

It can therefore be summarised that sub-Saharan Africa has competitive advan-
tage in the world in the exportation of ores and metals, fuels, agricultural raw materi-
als, and food. On the other hand, it has a comparative disadvantage in the exportation
of manufactures in the world.
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Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.

Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c).

A — signifies food exports of sub-Saharan Africa region.

B — signifies agricultural raw materials exports of sub-Saharan Africa region.
C — signifies fuels exports of sub-Saharan Africa region.

D - signifies ores and metals exports of sub-Saharan Africa region.

E — signifies manufactures exports of sub-Saharan Africa region.

Figure 7: Sub-Saharan Africa’s RCA trends in merchandise exports from 1995—
2010
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To examine the extent of competitiveness of each subsector’s exports, the RCA com-
puted values are categorised in intervals, as given below:?

Very High for RCA or RCA, > 2.00,
High for 2.00 > RCA or RCA, > 1.00,
Low for 1.00 > RCA or RCA,> 0.50, and
Very Low for RCA or RCA, < 0.50.

For convenience, the above intervals are defined and presented in tables 2 and 3
below:

RCA or RCA, > 2.00, to signify Very High,
RCA or RCA, > 1.00, to signify High,
RCA or RCA# > 0.50, to signify Low, and
RCA or RCA, < 0.50, to signify Very Low.

Essentially, these intervals are defined to assess the changes that have occurred,
based on the average computed values in the periods 1994 to 2003 and 2004 to 2012.
The study has adopted both RCA and RCA.. In fact, to maintain consistency in the
analysis, RCA is discussed and interpreted. For further in-depth analysis on using the
RCA,, the computed values are presented in Table A and Table B in the appendix.

The changes in the RCA of the subsectors can be observed from the average
RCA values computed for the periods 1994 to 2003 and 2005 to 2012. The results
are presented in Tables 2 and 3 below. BRICS have maintained three commodities in
their high and two in their low comparative advantage position. In the period 1994
to 2003, ores and metal exports were the highest followed by fuels and food exports;
manufactures exports were the least in terms of their RCA. In the later period (2004
to 2012), fuels exports become the highest, followed by ores and metals. It is inter-
esting that manufactures exports, which were the least with low competitive posi-
tion, have shifted to a high competitiveness status in 2005 to 2012. Moreover, it has
managed to become the third-highest export item, displacing food exports from the
position they had assumed.

With regard to sub-Saharan Africa, it had a very high RCA in four subsectors
in 1994 to 2003, reduced to three subsectors in the period 2005 to 2010 (food was
downgraded from very high to high; see Tables 2 and 3). It is revealed that no change
in competitiveness is observed in the exportation of manufactures: that remains very
low. It is disclosed that ores and metals exports, which ranked second in terms of
competitiveness in 1994 to 2003, have shifted up, becoming the highest in terms of
the RCA of the region’s subsector exports. The ores and metals exports have dis-
placed fuels exports in first position. Sub-Saharan Africa’s competitiveness is the
highest in ores and metals exports, followed by fuels and agricultural raw materials

2 Similar definitions and categories are used for similar analyses performed on RCAs related to
sub-Saharan Africa. (For details of these analyses, see Beyene 2014b, 2014c.)
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exports. Moreover, the region’s competitiveness is high in the case of food exports,
but very low and the lowest in the exportation of manufactures.

Table 2: Ranking of average RCA of BRICS and sub-Saharan Africa:
merchandise exports

1994-2003 2004-2012
RCA RCA

Rank BRICS Sub-Saharan Africa | 2" BRICS Sub-Saharan* Africa
1 Ores & metals > 1.00 | Fuels >2.00 1 Fuels >1.00 | Ores & metals > 2.00
2 Fuels >1.00 | Ores & metals > 2.00 2 Ores & metals > 1.00 | Fuels >2.00
3 Food >1.00 | Agr RM >2.00 3 Manufactures > 1.00 | Agr RM >2.00
4 Agr RM > 0.50 | Food > 2.00 4 Food > 0.50 | Food >1.00
5 Manufactures > 0.50 | Manufactures < 0.50 5 |AgrRM > 0.50 | Manufactures < 0.50

Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

Agr RM stands for agricultural raw materials.
* For sub-Saharan Africa the average is computed for 2005-2010.

Table 3: Intervals of RCA based on average value

1994-2003 2004-2012

BRICS Very | High Low | Very | Very High Low | Very
high low high low

Food X X

Agricultural raw
materials X X

Fuels X X
Ores and metals X

x

Manufactures X X

Sub-Saharan
Africa*

Food X X

Agricultural raw
materials X X

x
x

Fuels

Ores and metals X X

Manufactures X X
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Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c.)

* For sub-Saharan Africa the average is computed for 1994-2003 and 2005-2010.

Based on the above separate analyses of each of the subsectors of manufactured
exports, it can be stated in general that economic integration can be sustained
between the two regions in all sub-sectors of the merchandise exports. Specifically,
sub-Saharan Africa is a potential destination market for BRICS’s exportation of
manufactures. On the other hand, BRICS is also a potential destination market for
sub-Saharan Africa, mainly for the exportation of ores and metals followed by fuel,
agricultural raw materials, and food, in order of importance.

ECONOMIC INTEGRATION VERSUS PEACE

Avdan (2014) finds that trade interdependence is inversely associated with the im-
pact of terror. Economic partnership has the power to weaken the adverse conse-
quences of terror. This implies that economic interdependence plays a significant
role in maintaining and building peace across a region. This supports the assertion
that economic partnership between BRICS and sub-Saharan Africa positively influ-
ences the regional peace that enhances further their economic linkages and the well-
being of their respective communities.

In addition, Russett and Oneal (2001) have revealed that, apart from the paci-
fication role trade plays in integrating countries, it also has the power to inhibit and
settle down instances that could lead to dispute and violence at their inception stages.

It can be argued that mutual interdependence between countries is facilitated by
international trade. This creates the sense of oneness among the integrating commu-
nities (Hegre et al 2010; Lu & Thies 2010). This implies that trade serves as a tool
in the creation of harmonious attitudes among communities that remain apart from
one another. The feeling of oneness sustained by trade relationships tends to stand
against forces that detract from their stability. On the other hand, the communities
become willing to co-operate in strengthening their peace and stability as they rec-
ognise the benefits derived from it.

The pacification role of trade integration has been empirically proven in a study
by Beyene (2014a) on East Africa. It is revealed that the economic openness of coun-
tries has a significant impact in reducing the likelihood of interstate conflict in the
East African region. It states that those countries that foster their dyadic economic
ties make a significant contribution to the reduction of violence or conflict in the
region. This study has supported the empirical findings that have been done more
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widely in its geographical area coverage. From this it can be inferred that economic
partnership plays a paramount role in building and sustaining peace among countries
and regions and in the world as a whole.

CONCLUSION AND RECOMMENDATIONS

Based on the analyses of the RCA of the two regions, BRICS and sub-Saharan Af-
rica, the following conclusions and recommendations can be drawn.

The RCA in the exportation of food of BRICS is characterised by a declin-
ing trend: the competitiveness of BRICS has changed from comparative advantage
in the earlier period to comparative disadvantage in the later period. Sub-Saharan
Africa has maintained its competitiveness in comparative advantage status, though
a declining trend is exhibited. The gap in competitiveness between the two regions
suggests an economic integration between the regions and that sub-Saharan Africa
should direct its exports of food to the BRICS market.

The competitiveness of BRICS in the exportation of agricultural raw materials
is low and characterised more by a declining trend. Sub-Saharan Africa has RCA in
the exportation of agricultural raw materials with an up-and-down trend. Compara-
tively, in this sector, sub-Saharan Africa’s competitiveness is more than two times
higher than that of BRICS. It can be inferred from this that economic integration
can be sustained between the two regions by letting BRICS import agricultural raw
materials from the sub-Saharan Africa region. Sub-Saharan Africa needs to give due
consideration to the BRICS market as an important destination for its agricultural
raw materials exports.

The study revealed that both BRICS and sub-Saharan Africa have compara-
tive advantage in the exportation of fuels. BRICS has been transformed from the
status of comparative disadvantage to comparative advantage position, though it is
in its declining trend. In the case of sub-Saharan Africa, it has a higher comparative
advantage throughout the period 1995 to 2010. However, it has exhibited a continu-
ous declining trend. Comparatively, sub-Saharan Africa’s competitiveness is higher
by more than twofold than BRICS in the exportation of fuels. However, the gap of
competitiveness between the two regions has significantly narrowed, mainly due to
a decline in the competitiveness of sub-Saharan Africa. Economic integration can be
sustained through the exportation of fuels from sub-Saharan Africa to the BRICS, to
their mutual benefit.

In the exportation of ores and metals, the study revealed that BRICS’s competi-
tiveness has declined and has been transformed from comparative advantage status
to comparative disadvantage. Unlike BRICS, the competitiveness of sub-Saharan
Africa intensified from 1995 to 2010. In the latter periods, from the merchandise
exports, sub-Saharan Africa’s highest record lies in ores and metals exports, and
a rising trend in competitiveness continues. Economic integration between BRICS
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and sub-Saharan Africa can be boosted through an exchange of ores and metals. The
BRICS region is a potential destination market for sub-Saharan Africa’s exports of
ores and metals.

The competitiveness of BRICS in the export of manufactures has continuous-
ly and consistently increased during the period 1990 to 2012. The data reveal that
BRICS is undergoing structural transformation in exports from low to higher value-
added commodities. The movement towards the downstream of the supply chain is
evidenced by continuous improvement shown in BRICS’s RCA of manufactures
exports. Unlike BRICS, sub-Saharan Africa is found at a comparative disadvantage
position in the exportation of manufactures. There is a promising opportunity here
for these two regions to integrate through the exchange of manufactures. Sub-Saha-
ran Africa is a potential destination market for BRICS exports of manufactures in
the future.

The study reveals that significant economic integration can be sustained be-
tween BRICS and sub-Saharan Africa in the exportation of all merchandise subsec-
tors. Specifically, sub-Saharan Africa is a potential destination market for BRICS’s
export of manufactures. On the other hand, BRICS is also a potential destination
market for sub-Saharan Africa’s exports of ores and metals, fuel, agricultural raw
materials, and food.

Economic integration between BRICS and sub-Saharan Africa favourably influ-
ences peace and stability in their respective regions. The sustainment of peace and
stability in these regions can also favourably influence the wellbeing of these com-
munities.
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APPENDIX
Table A: Ranking of average RCA, of BRICS and sub-Saharan Africa merchandise
exports
1994-2003 2004-2012
RCA, RCA,
Rank BRICS Sub-Saharan Africa | R2"% BRICS Sub-Saharan Africa*
1 Manufactures >2.00 | Fuels >2.00 1 Fuels >2.00 | Ores & metals > 2.00
2 Fuels >1.00 | Ores & metals > 2.00 2 Food >0.50 |Fuels >2.00
3 Food >1.00 |B >2.00 3 Ores & metals > 0.50 |Agr RM >2.00
4 | Ores & metals > 0.50 | Food >2.00 4 |AgrRM <0.50 |[Food >1.00
5 |AgrRM <0.50 |Manufactures <0.50 | 5 |Manufactures <0.50 | Manufactures < 0.50

Source: Author computation based on various annual WDI data published by World Bank: Washington,
DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA <1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c).

Agr RM - signifies Agricultural Raw Materials Export of the region.
* For sub-Saharan Africa the average is computed for 2005—-2010.

Table B: Intervals of RCA, based on average value

BRICS 1994-2003 2004-2012
Very High Low Very Very High Low Very
high low high low
Food X X
Agricultural raw materials X X
Fuels X X
Ores and metals X X
Manufactures X X
Sub-Saharan Africa*
Food X X
Agricultural raw materials X X
Fuels X X
Ores and metals X X
Manufactures X X

Source: Author computation (in 2014) based on various annual WDI data published by World Bank:
Washington, DC.
Notes: BRICS stands for Brazil, Russia, India, China and South Africa.

Scores greater than unity (RCA > 1) reveal that the region has a comparative advantage, whereas scores
less than unity (0 < RCA < 1) reveal that the region has a comparative disadvantage in the exports of the
specified subsector. (For similar computations, see Beyene 2014b, 2014c).

* For sub-Saharan Africa the average is computed for 1994-2003 and 2004-2010.
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