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Introduction
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❖ Trade Diplomacy: Trade wars (Nepal-Tibet) and trade 

enterprises (East India Company), GATT, WTO, UNCTAD etc. 

❖ Aid Diplomacy:  Breton-wood institutions (WB, IMF etc.)

❖ Commercial Diplomacy: To promote commerce

❖ Economic Diplomacy: Common term for international 

economic relations

❖ Development Diplomacy: In the context of development issues
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Basic Concepts



❖ Development Diplomacy: deals with economic and social

development of developing countries.

❖ Economic Diplomacy: tool to achieve economic and foreign

policy goals. Uses economic resources, either as rewards or

sanctions, in pursuit of a particular foreign policy objective,

sometimes called “economic statecraft”.

❖ Both are close to each other but are not exactly the same.

Economic diplomacy is wider in scope than development

diplomacy. Development diplomacy is a component of

economic diplomacy.

❖ Economic interests are the major national interests in

contemporary diplomacy.
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Development vs Economic Diplomacy
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S.N Category Development Diplomacy Economic Diplomacy

1 Scope Narrower Wider

2 Concern Development issues Economic issues

3 Practiced by Developing countries Developing and developed countries

4 Content Growth, equity, poverty 

reduction and sustainable 

development of less 

developed countries.

International negotiation on production, 

movement and exchange of goods, services, 

investment, money, information and their 

regulation and global environment etc. 

5 Actors State and non-state actors

6 Levels Multilateral: UN-SDGs, COP, WB, IMF, WTO,  ADB, AIIB etc.

Regional: SAARC, BIMSTEC, ACD, SCO etc.

Bilateral: BIPPA, DTAT, bilateral aid and trade negotiations, promotional 

activities etc.

National: trade, investment, labor, tourism, technology transfer, 

environmental policies etc.

Source: Prepared by DB Paudel  using different literatures



❖ Economic Diplomacy - Coined by High Level Task Force Report in

1995 chaired by Uddhav Dev Bhatta and Division in MOFA:

❖ Economic Relations Coordination Division (ERCD) - 1996.

❖Multilateral Economic Affairs Division (MEAD)

❖ Economic Diplomacy and NRN Division (2013)

❖ Development Diplomacy- The division was renamed Policy,

Planning, Development Diplomacy and Overseas Nepali Affairs

Division in 2016 Onwards.

❖ Country Specific Strategy (CSS): first time prepared in 2019 for the

countries which have economic relations with Nepal.
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Nepali Context



Objects of ED
❖ Decision Making and Negotiation in international 

economic relations for national interest

Bilateral
❖Influence economic policies of the host 

country to make them most conducive 

for sending country's national interest.

❖Predict potential conflicts with foreign 

governments, economic actors and 

NGOs so that risks of doing business 

etc. could be minimized.

❖Use multiple fora and media to enhance 

and safeguard the image, capability, 

reputation and credibility of sending 

country and its enterprises.

Multilateral
❖ Shape decisions 

of rule making 

international 

bodies for in the 

interest of 

sending country.



• Article 5 of “The Constitution of Nepal 2015” defines National 

interest: 

(1) Independence, sovereignty, territorial integrity, nationality,

autonomy, self-respect, protection of rights and interests of

Nepali people, protection of boundaries, and economic

progress and prosperity, shall be the fundamental subjects of

Nepal’s national interest. (the highlighted- economic interests)

(2) Act and character against national interest shall be punishable

by Federal law.
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National interest of Nepal



Economic Cooperation
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❖ Economic cooperation: actions to achieve common economic

objectives on the international sphere among nations.

❖ Economic cooperation always generates "mutual benefits".

❖ The forms of economic cooperation between development

partners (donor-receiver) involve foreign policy decisions that are

directly related to the interests that each country.

❖ Foreign Aid (or development cooperation) is the widely used

term for economic cooperation.
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Economic Cooperation 



❖ The revenue surplus, domestic debt and foreign aid are the tools

to finance the development of a developing country.

❖ Foreign aid is the receipt from savings of the foreign citizens. In

particular, foreign aid is the transfer of free or heavily discounted

economic resources by a donor government to a recipient

government either directly or via an international organization.

(Is Nepal a donor?)

❖ Foreign aid is necessary to meet the domestic resource gap faced

by developing countries.

➢ import-export gap,

➢ investment-saving gap

➢ technology gap
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Foreign Aid



❖ Foreign aid can be in the form of grants or concession loans or

both.

❖ It also can be in the form of cash, commodity, reimbursable or

direct payment from the donor.

❖ It can be bilateral or multilateral.

❖ Aid can be received as technical assistance to build the capacity of

recipient country.

❖ Is the military aid considered as foreign aid? Why?

❖ What about humanitarian asistance?
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❖ The modality of aid can be program support, project support,

sector wide approach (SWAP), humanitarian assistance and

budget Support.

❖ On budget/off budget

❖ On treasury/ off treasury

❖ The most common form of aid is known as official development

assistance (ODA).

❖ The loans in the form of ODA also contains compulsory grants

component of 25 percent.
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Modality of Foreign Aid



❖ Going through the history of foreign aid, it is mainly a artifact of the

ideological confrontation between the US and the Soviet Union in the

time of cold war which dominated international politics for 45 years

(1945-1990).

❖ After the end of the Second World War, aid was started as a program to

assist the short-term economic recovery of Western Europe which was

known as the Marshall Plan.

❖ The broad aim of the Marshall Plan was to stop the spread of

communism to France and Italy and stabilize conditions in West

Germany.

❖ In January 20, 1949, United States President Harry S. Truman in his

inaugural address announced The Point Four Program which was a

technical assistance program for developing countries.

❖ The main motive of this technical assistance was to win the hearts and

minds of the developing world and make US ties strong. 15

Foreign Aid to Development Cooperation 



❖ In 2002, the UN conference named as Financing for

Development (FfD), held in Monterrey, Mexico. In the context

of the Millennium Development Goals (MDGs) to be met by

2015, this consensus resolved to address the challenges of FfD,

poverty, sustained economic growth, sustainable development.

❖ The Declaration on Aid Harmonization in Rome in 2003 (First

High-Level Meeting on Aid Effectiveness).

❖ Paris Declaration on Aid Effectiveness in 2005 (Second High-

Level Meeting on Aid Effectiveness) : emphasized five

indicators of aid effectiveness as- ownership, harmonization,

alignment, mutual accountability and financing for development

results.
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❖ The Third High-Level Meeting on Aid Effectiveness held in Accra,

2008 reviewed the progress made in implementing the Paris

Declaration.

❖ Accra Forum was closely followed by the Follow-up International

Conference on Financing for Development to review the

implementation of the Monterrey Consensus in Doha at the end 2008.

❖ Fourth High Level Forum on Aid Effectiveness held in 2011 in Busan:

reviewed the progress of Paris Declaration and reached to a consensus

for Effective Development Co-operation.

❖ In 2014, the first High-Level Meeting of the Global Partnership for

Effective Development Co-operation held in Mexico which marked a

major milestone in the global fight against poverty and also reaffirmed

as a key part of the next global development framework.
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❖ From Marshal Plan to Mexico conference, the paradigm of aid

architecture has changed from foreign aid to development

cooperation.

❖ The relationship between the donors and recipients is not only as

the lenders and borrowers but as the development partners to get

the mutual benefit and shared prosperity of development in this

globalized world.

❖ Traditional mentality: aid in development out.

❖ The last two decades have witnessed various important changes

which have pushed the aid agenda in new and interesting

directions.

❖ In the recent years, new aid issues have emerged which are quite

influential in policy circles.
18
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❖ Traditional Donors (providers of north-south cooperation): The 

Development Assistance Committee (DAC) members: 24 

countries- Australia, Austria, Belgium, Canada, Denmark, the 

European Union, Finland, France, Germany, Greece, Ireland, 

Italy, Japan, South Korea, Luxembourg, the Netherlands, New 

Zealand, Norway, Portugal, Spain, Sweden, Switzerland, the 

United Kingdom, and the United States.

❖ Non-traditional donors: 

➢ Emerging donors (East European countries)

➢ Providers of south-south cooperation (China, India etc)

➢ Arab donors (Saudi Arabia, UAE, Qatar, Kuwait etc.)

❖ Triangular Cooperation: North-South-North

19

Foreign Aid to Development Cooperation 



Free Trade 
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❖ Free Trade Agreement (FTA): an agreement based on international law to form

a free-trade area between/among states. Two types of trade agreements.

❖ Bilateral Trade Agreement: two countries agree to loosen trade

restrictions to expand business opportunities.

❖ Multilateral Trade Agreement: trade agreements among three or more

countries, and are the most difficult to negotiate.

❖ FTAs, determine tariffs and duties that countries impose on imports and exports

to reduce trade barriers and encourage international trade.

❖ Preferential tariff treatment

❖ Trade facilitation and

❖ Rule-making in areas such as investment, intellectual property, government

procurement, technical standards and sanitary and phytosanitary issues.
21

Free Trade Agreements



Trade Agreements among BIMSTEC Member States
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S.N. Country Bangladesh Bhutan India Myanmar Nepal Sri Lanka Thailand

1

Bangladesh

❖ SAARC FTA

❖ BIMSTEC FTA

❖ SAARC FTA

❖ BIMSTEC FTA

❖ BIMSTEC FTA ❖ SAARC FTA

❖ BIMSTEC FTA

❖ SAARC FTA

❖ BIMSTEC FTA

❖ BIMSTEC FTA

2

Bhutan

❖ SAARC 

FTA

❖ BIMSTEC 

FTA

❖ Bhutan-India  Trade 

Agreement

❖ SAARC FTA

❖ BIMSTEC FTA

❖ BIMSTEC FTA ❖ SAARC FTA

❖ BIMSTEC FTA

❖ SAARC FTA

❖ BIMSTEC FTA

❖ BIMSTEC FTA

3

India

❖ SAARC 

FTA

❖ BIMSTEC 

FTA

❖ Bhutan-India 

Trade Agreement

❖ SAARC FTA

❖ BIMSTEC FTA

❖ ASEAN-India 

Comprehensive 

Economic 

Cooperation 

Agreement

❖ BIMSTEC FTA

❖ Indo-Nepal  Treaty of 

Trade

❖ SAARC FTA

❖ BIMSTEC FTA

❖ India-Sri Lanka  Free 

Trade Agreement

❖ SAARC FTA

❖ BIMSTEC FTA

❖ India-Thailand  Free 

Trade Area

Negotiation

❖ ASEAN-India 

Comprehensive  

Economic 

Cooperation 

Agreement

❖ BIMSTEC FTA

4

Myanmar

❖ BIMSTEC 

FTA

❖ BIMSTEC FTA ❖ BIMSTEC FTA

❖ ASEAN-India 

Comprehensive Economic 

Cooperation Agreement

❖ BIMSTEC FTA ❖ BIMSTEC FTA ❖ ASEAN Free Trade 

Area

❖ BIMSTEC FTA

5

Nepal

❖ SAARC 

FTA

❖ BIMSTEC 

FTA

❖ SAARC FTA

❖ BIMSTEC FTA

❖ Indo-Nepal  Treaty of Trade

❖ SAARC FTA

❖ BIMSTEC FTA

❖ BIMSTEC FTA ❖ SAARC FTA

❖ BIMSTEC FTA

❖ BIMSTEC FTA

6

Sri Lanka

❖ SAARC 

FTA

❖ BIMSTEC 

FTA

❖ SAARC FTA

❖ BIMSTEC FTA

❖ India-Sri Lanka Free Trade 

Agreement

❖ SAARC FTA

❖ BIMSTEC FTA

❖ BIMSTEC FTA ❖ SAARC FTA

❖ BIMSTEC FTA

❖ Sri Lanka-Thailand 

Free Trade 

Agreement

❖ BIMSTEC FTA

7

Thailand

❖ BIMSTEC 

FTA

❖ BIMSTEC FTA ❖ India-Thailand  Free Trade 

Area Negotiation

❖ ASEAN-India 

Comprehensive Economic 

Cooperation Agreement

❖ BIMSTEC FTA

❖ ASEAN Free Trade 

Area

❖ BIMSTEC FTA

❖ BIMSTEC FTA ❖ Sri Lanka-Thailand 

Free Trade 

Agreement

❖ BIMSTEC FTA

Source: compiled based on the information from World Trade Organization



1) Preferential Trade: preferential access to certain products from the

participating countries

2) Free trade: trade without any barriers

3) Customs union: economic integration of two or more nations to

free all internal trade and a common external tariff on all

nonmember countries.

4) Common market: economic integration with free internal trade, a

common tariff, and the free movement of labor and capital among

partner states.

5) Economic union: full integration of two or more economies into a

single economic entity.

6) Economic integration: merging to the economies and economic

policies of two or more countries in a region.

Stages of Economic Integration



Foreign Direct Investment 

(FDI) 
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Foreign Investment has two forms:

❖ Foreign direct investment (FDI): foreign equity investments by 

private foreign entity

❖ Portfolio Investment: Foreign financial investment in stock, 

bonds etc. 
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❖ An investor can make a foreign direct investment by expanding

their business in a foreign country, e.g.: Toyota Motor 

Corporation, opening a branch in USA and producing car.

Methods of Foreign Direct Investment

❖ Acquiring stock in a foreign company

❖Mergers and acquisitions

❖ Joint ventures with foreign corporations

❖ Starting a subsidiary of a domestic firm in a foreign country

26

Foreign Direct Investment



Benefits to both the investor and the foreign host country encourage both parties

to engage in and allow FDI.

27

Benefits of Foreign Direct Investment

For investor :

❖ Lower labor costs

❖ Market diversification

❖ Tax incentives

❖ Preferential tariffs

❖ Subsidies

For the host country:

❖ Multiplier effects in economy

❖ Economic stimulation

❖ Human capital formation

❖ Employment generation

❖ Transfer of technology



❖ Displacement of local businesses: The entry of large firms may

displace local businesses.

❖ Profit repatriation: Foreign firms will not reinvest profits back into

the host country. This leads to large capital outflows from the host

country.

❖ As a result, many countries have regulations limiting foreign direct

investment.

❖ (Do Nepal need to allow multinational companies to come up with

FDI or promote foreign employment in many multinational

companies operating abroad in exchange of remittance?)

28

Disadvantages of Foreign Direct Investment



Economic Diplomacy in Nepal
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Historical Anecdotes

• Prithvi Narayan Saha’s Protectionist Economic 

Policy 

• Nepal’s Trade with India and Tibet

• Start of Aid diplomacy and Opening for Tourism 

since the 1950s

• Economic Liberalization in 1990s

• WTO Accession in 2004

• Member of SAFTA BIMSTEC etc



Factors for Escalating ED

• Economic and Financial Crisis

• Breton Wood Institutions (WB, IMF)

• Washington Consensus/Post Washington Consensus

• Liberalized Economic Policies

• Globalization (up to 5th stage- Economic Union)

• Regional Agreements

• Interdependencies among national economies



Institutions for Economic Diplomacy

• MOFA and Diplomatic Missions (1+ 30+3+7=41)

• Ministry of Finance (MOF)

• National Planning Commission

• Other Sectoral Ministries and Departments

• Boards (Tourism, Foreign Employment, Trade and 

Export Promotion, Investment)

• Private Sector and their Apex Bodies

• Think Tank Bodies 

• Nepali Diaspora



Mechanisms for Economic Diplomacy

• High Level Economic Diplomacy Implementation and Monitoring 

Committee (Chaired by Foreign Minister, Chief Secretary, 

Secretaries of sectoral ministries and the private sector)

• Policy, Planning, Development Diplomacy and Nepali Diaspora 

Division in MOFA

• Different Mechanisms between MOFA and Sectoral Ministries 

• International Economic Cooperation Coordination Division 

(IECCD) in MOF

• Different Ministries have their own international cooperation 

division/section 



Challenges 

• Unfavorable geographical set-up (Land Lockedness)

• Trade deficit (Export/Import=1/15)

• Attracting foreign direct investment

• Foreign employment and use of remittance

• Donor driven development cooperation 

• Branding, diversification and quality of Nepali products

• Interdependency with different countries

• Absorption capacity

• Minimum consensus in development issues

• COVID-19 and its economic impact



Opportunities

• BIPPA with 6 countries (Finland, India, Germany, 

Mauritius, UK and France)

• DTAT with 10 countries (Austria, China, India, Korea, 

Mauritius, Norway, Pakistan, Qatar, Sri Lanka and 

Thailand) 

• Population Bonus (66% are of working age, 15-65 

years)

• Cheap Labour Force (Minimum monthly wage of Rs 

15000-USD 118 as of 01 January 2022)



Opportunities 

• Duty Free US Market Access (66 types garments for 10 years 

starting from 2016)

• DFQF to EU under EBA Arrangements

• God Gifted Natural Beauty (Favorable Natural Set Up)

• Renewable Energy Possibilities

• Two Giant Economies in the Neighborhood

• Major Multinational Companies - record of high profitability 

(Dabur, Uniliver, SBI Bank, Everest Bank etc.)

• Regaining Nepali Image and Dignity in International Community 



Criticisms of Economic Diplomacy

• Lack of Expertise (handled by neither 

economists nor diplomats)

• Coordination Problems

• Absorption Capacity

• Focus on Ends not on the Means

• Resource Constraints



Means vs Ends
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Means vs. Ends in Economic Diplomacy

Means
❖ Preparing Good Negotiators

❖ Strengthening Capacity of Missions 

(HR, Financial Resource)

❖ Influencing the Policy of Host 

Country/Multilateral Agency (e.g.: leave 

tourism policy, trade and transit policy, 

climate change policy etc. )

❖ Branding Country Image (both in goods 

and services)

❖ Creating Skilled Human Resource

❖ Better Coordination Mechanism

Ends
❖ More Tourists Arrival 

❖ Reduced Trade Deficit

❖ More FDI

❖ More Remittance

❖ Better Technology 

❖ Less Climate 

Vulnerability



Then What?

We need to Focus on  

MEANS

not on 

ENDS

for Effective Economic 

Diplomacy



Some Practical Concepts in 

Economics
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Economic Nationalism

Protectionist Economic PoliciesEconomic Nationalism

Infant Industry Arguments

Export Promotion

Import Substitution Industrialization

Consumption of Domestic Goods

Subsidies/Tax Exemption for
Domestic Production



Concepts in Economics
Game Theory
Diplomacy

in
Strategic Moves in Diplomacy

Dominant Strategy

Recessive Strategy

Optimum Solution

Two Stage Game

Repeated Game, Extensive Game

Game Theory in Diplomacy

Zero Sum Game



Concepts in Economics

Gain From TradeAdvantage from Trade

Absolute Advantage: Dependency

Competitive Advantage: Interdependency

Differential
Advantage

Comparative
Advantage

Mutual Gain, Quid Pro Que,
Reciprocity

Gain from Trade



Concepts in Economics

Supply of ResourcesResource Endowment

Population Bonus/Youth Bulge

Natural Resources

Raw Materials

Mineral Deposits

Labour Force

Resource Endowment



Concepts in Economics
Technological

Progress
Gain of Efficiency in Economy

Capital Augmenting Technology

Innovation
Raise in Productivity of Capital

Education

Training
Raise in Productivity of Labour

Labor Augmenting Technology

Inventions

Efficiency Gain in Economy



Some Concepts in Economics

Gain or Loss of Efficiency in Economy

Scale in Economies

Economies of Scale Diseconomies of Scale

Scope in Economies

Diseconomies of ScopeEconomies of Scope

Efficiency Gain in Economy



Terms of Trade- Export Prices/Imports Prices

Trade
Trade

Tariffs

Embargo- Complete or Partial Ban in trade
Barriers- Tariffs, Non-Tariffs

Barriers- duties, taxes etc.

Non-Tariffs Barriers- Import licenses, Export

licenses, Import quotas, Subsidies, Voluntary

Export Restraints,  Local content requirements,

Embargo, Currency devaluation, Trade restriction,
sanitary requirements (Sanitary and Phytosanitary

Measures)

Economic
penalties

sanctions - commercial and financial

Some Important Concepts 



Some Concepts in Economics

Balance of payments: nation’s financial transactions 

with the outside world.

Capital flight: transfer of funds to a foreign country

•

•

• Autarky: closed economy that attempts to be completely

self-reliant.

• Agglomeration economies: cost advantages to

producers and consumers from location in cities and 

towns.

Capital-output ratio: units of capital required to produce 

unit of output.

• a

• Conditionality: requirement imposed by the donor to a
borrowing country

Some Important Concepts 



Some Concepts in Economics

Debt service: sum of interest payments and 

principal repayment on external and publicly 

guaranteed debt.

•

• Exchange rate: Fixed and Floating

• Fixed or Pegged Exchange Rate: fixed against currency
another country or basket of other currencies

of

• Flexible or floating exchange rate: free to move up and

down in response to shifts in demand and supply in 

international trade and finance.

Some Important Concepts 



Some Concepts in Economics

• Currency
currency.

appreciation: increase in the value of the

• Currency
currency

depreciation: decline in the value

• Currency
exchange

devaluation:
rate

lowering of the official

• Currency
exchange

evaluation: increasing of the official
rate

Some Important Concepts 



Some Concepts in Economics

Enclave economies: small economically developed 

regions in developing countries with less progress in 

rest areas.

•

• Transfer pricing: accounting procedure often used to lower

total taxes paid by multinational corporations so that profits

accrue to the branch offices located in low-tax countries (tax

havens) while offices in high-tax countries show little or no

taxable profits.

• Foreign direct investment (FDI): foreign equity investments
by private foreign entity

• Portfolio investment: foreign financial investment: in

stocks, bonds etc.

Some Important Concepts 



• Incentives- induces to act

• Opportunity Cost (or Reservation Utility)- forgone 

cost to obtain something

• Rationality – Always go for better alternatives - think 

at margin 

• Comparative Advantage- Interdependence- Reason 

for Trade 

• Trade-offs- Guns and Butter Dilemma- Resource 

Constrains-stability and growth

• Linkages (Forward and Backward) - Multiplier Effect

Some Important Concepts 



• Information Symmetry Vs. Information Asymmetry -

Moral Hazard and Adverse Selection- (Signaling 

and Screening)

• Public Goods, Semi-Public Goods and Private 

Goods—(Revelry and Excludability)

• Better Market Outcomes - Role of Private Sector 

and Government (Domestic and Foreign Policy and 

Diplomacy)

• Institution   → Efficiency → Innovation (Stages of 

Development) 

Some Important Concepts 



Working Mechanism of 

Economic Diplomacy
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Economy and Its Sectoral Linkage

Figure: Flow of Income and Payment in Nepalese Economy, Source: Prepared by DB Paudel



Components of DD/ED in Nepal 
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Inter-linkage of Economics and Diplomacy

Economics
(manages scarce resources)

Diplomacy
(manages foreign relations) 

Economic Diplomacy
(use of diplomacy to achieve national economic goal)



Economic Diplomacy

Figure: Flow of Income and Payment in Nepalese Economy, Source: Prepared DB Paudel
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G7 Group vs BRICS Alliance
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Top Ten Economies of the World
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Group of Seven (G7)

63

❖ The G7 is a grouping of seven of the world’s advanced

economies (Canada, Italy, France, Germany, Japan, the United

Kingdom, and the United States) which are in the top ten

economy of the world.

❖ G7 members are the leading countries in influencing global

economic diplomacy.

❖ The World Bank, IMF, WTO, ADB and other international

development finance institution set conventional economic

order (Rule Based International Order)

❖ G7 can influence economic policies of World Bank, the IMF,

WTO and the UN and other international forums- main players

in shaping the conventional economic order.



BRICS Alliance

64

❖ BRICS - acronym of group of five emerging national economies (Brazil,

Russia, India, China, and South Africa), Increasingly important players that

can influence economic diplomacy and set up new economic order.

❖ The new international economic order (NIEO)- a proposal for a more

equitable distribution of wealth and power between developed (industrialized)

and developing countries.

❖ Recently, BRICS has proposed an alternative currency (BRICS Currency)

replacing US dollar.

❖ BRICS alliance could soon expand and become BRICS+ .

❖ Afghanistan, Algeria, Argentina, Bahrain, Bangladesh, Belarus, Egypt,

Indonesia, Iran, Kazakhstan, Mexico, Nicaragua, Nigeria, Pakistan, Saudi

Arabia, Senegal, Sudan, Syria, the United Arab Emirates, Thailand, Tunisia,

Turkey, Uruguay, Venezuela, and Zimbabwe have shown interest to join

BRICS alliance.

❖ BRICS, AIIB and other new groups are emerging players



G7 vs BRICS
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❖ G7 members represent advanced economies with high

income.

❖ BRICS members represent developing world with

higher or lower middle income.

❖ We can compare market size, economy and income,

investment and investment capacity and trade

engagements of both the groups so that we can

identity the emerging economic powers that can shape

future international economic order.



G7 vs BRICS
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Category G7 BRICS Remarks 

Members 

Canada, Italy, France, 

Germany 

Japan, UK, USA 

Brazil, Russia, 

India, China, 

South Africa 

G7 has seven members while 

BRICS has five members 

Permanent member in UN 

Security council 
France, UK, USA Russia, China 

Out of 5 permanent members of 

UN security council, 3 are from 

G7 and 2 from BRICS 

Countries with nuclear 

weapons 
USA, UK, France 

Russia, China, 

India 

Russia has the largest numbers 

of nuclear weapons 

Claim in UN Security 

council 
Germany, Japan 

Brazil, India, 

South Africa 

Powerful countries of both 

groups seeking their role in UN 

Security council as permanent 

member 

Total surface area of 

world 
15.57 % 29.27 % 

BRICS is 1.88 times bigger in 

size than G7 

Total population of world 9.80 % 41.04 % 
BRICS has 4.19 times larger 

population than G7 

Share of GDP of world 44.24 % 25.61 % 
G7 has 1.73 times higher share of 

GDP than BRICS 

Average GDP growth in 

2021 
5.27 % 7.66 % 

BRICS has higher average 

GDP growth than G7 

Average per capita 

income in 2021 (USD) 
59,163 10,250 

G7 has 5.77 times higher per 

capita income than BRICS 

Average FDI net inflow in 

2021 (% of GDP) 
1.72 % 2.05 % 

Average FDI net inflow is 

larger in BRICS than G7 

Average FDI net outflow 

in 2021 (% of GDP) 
2.85 % 0.92 % 

Average FDI net outflow is 

larger in G7 than BRICS 

Number of globally 

ranked billionaires in 

2023 

1,123 925 
G7 has larger number of 

billionaires than BRICS 

Share of total world trade 31.01 % 17.33 % 
G7 has larger share of trade 

than BRICS 

Trade partners among top 

five from another group 
China 

USA, Japan, 

Germany 

USA and China are the two 

largest trade partners in both 

the groups. 

 

Source: prepared by author using different sources
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❖ Through effective economic diplomacy and

international cooperation, countries can promote

economic growth, reduce poverty, and improve the

lives of people around the world.

❖ Economic interest of countries, groups and forums can

collaborate each other to influence international

economic policies in their favor.

❖ Is new global economic order possible? How?
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