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Developing Countries as New Growth
Poles of Post-Crisis Global Economy

Elena Popkova', Svetlana Meshkova?, Evgeniya Karpunina?, Elena Karpushko*, Marina Karpushko®

ABSTRACT

KEY WORDS:

JEL Classification:

This article is devoted to the search for a solution to overcoming the consequences of the global financial
and economic crisis and the development of a post-crisis global economy. The purpose of this article is to
determine perspectives and directions for the development of new growth poles in a post-crisis global
economy and to develop tools for overcoming the consequences of the crisis and facilitating the global
economic system entry into a new level of economic growth. The article uses the proprietary methodology
for the calculation of “underdevelopment whirlpools, which analyzes the dynamics of economic growth
of the most prominent countries in this group and their ability to overcome “underdevelopment whirl-
pools”and transform into new growth poles for the global economy following the global financial crisis.
The use of calculation tools for “underdevelopment whirlpools’ determines the prospective of developing
countries'transformation into new growth poles in a post-crisis global economy. China, Japan, Brazil, Rus-
sia, and India are such poles at present, and they will strengthen their positions in the near future. For this,
the research offers the following perspective and directions for the development of new growth poles in
a post-crisis global economy for the increase in rates and quality (stability and sustainability) of economic
growth: an emphasis on the real sector development of the economy, realization of transnational cluster
initiatives, and active creation and implementation of innovations into production. As tools for overcoming
the consequences of the crisis and the global economic system entering a new level of economic growth,
the author developed the mechanism of post-crisis global economy development.

growth poles, global financial and economic crisis, post-crisis phenomena, innovations, global
economy
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Introduction

crisis, the consequences of which — unemployment, in-

Over several decades, the global economy has shown
stable growth and development. However, despite posi-
tive forecasts, 2008 was marked by the global financial
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flation, and reduction of economic growth - influenced
even the most economically developed countries.

At present, the global economic system is in post-
crisis conditions. To overcome the current recession, it
is necessary to reconsider traditional approaches to the
provision of economic growth and search for new sources
of growth. In this context, it is necessary to focus on the

gradual restructuring trends of the global economy.
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Developed countries, which occupy leading posi-
tions in the global economy, have almost depleted
their potential for further development and realiza-
tion of strategies to preserve these positions. Indeed,
they are overcome in this aspect by developing coun-
tries, which possess significant potential for develop-
ment. Most importantly, the motivation to search for
new solutions and actualize new ideas, i.e., the cre-
ation and implementation of innovations, is led by
developing countries.

Innovations have been a moving force of the glob-
al economy, not only over the past few decades but
throughout the entire history of mankind. Research
has shown that the implementation of innovations has
allowed previous global crises to be overcome, which
is why it is believed that the consequences of the recent
financial and economic crisis will be overcome with
the help of innovations.

Therefore, it is necessary to focus on sources of in-
novations, determine the best direction for their use,
and create favorable conditions for their implementa-
tion into production. It is very likely that country-in-
cubators of innovations will become new growth poles
of the global economy in the short term.

Before the crisis, the USA and the EU were the
growth poles of the global economy - they have dem-
onstrated the highest rates of economic growth over
the past 35 years and have made the greatest contri-
bution to the formation of the global GDP. China, Ja-
pan, Brazil, Russia, and India can potentially take their
place after the crisis because the total GDP of these
countries exceeds the U.S. GDP, and the economy of
these countries is based on the real sector of produc-
tion, which shows the highest stability and sustainabil-
ity levels as well as innovation potential.

This research offers a hypothesis in which the con-
ditions of the global economic system functioning
were changed cardinally due to the global financial
and economic crisis, and the previous growth poles of
the global economy are not capable of providing the
desired effect, which necessitates the search for new
growth poles and the development of working mecha-
nisms in the post-crisis global economy to overcome
the long recession.

The purpose of the article is to verify the proposed
hypothesis, determine directions for development and

new growth poles for the post-crisis global economy,
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and develop tools to overcome the consequences of
the crisis and the global economic system’s entry into a

new level of economic growth.

Literature Review

The theoretical basis of the research is composed of
fundamental works in the study of the sense, notion,
and meaning of economic growth for socio-economic
systems by authors such as (Pogosov, 2015; Odhiambo,
2015; Zeira & Zoabi, 2015), among others. Economic
growth is a process involving the increase in the pro-
duction capabilities of an economy (Leonida et al.,
2015) and can be expressed quantitatively, measured
by the increase in GDP growth rates (Sarracino & Bar-
tolini, 2015), and qualitatively, changing the structure
of the economy (Gonzélez-Pernia & Pefia-Legazkue
2015). The development of modern economic systems
is impossible without economic growth (Choi & Shin,
2015; Lee & Oh, 2015). Therefore, economic growth
influences the development of any socio-economic
system (Castiglione, Infante, & Smirnova, 2015).

This article also uses material from recent stud-
ies that analyze the peculiarities, factors, and con-
ditions of global economic development at present
and the growth poles of various economic systems,
among which studies by (Bere, 2015; Kolomiets, 2015;
Smékalovd, Hrabinovd, & Habuda, 2014), among oth-
ers, can be distinguished. The most important pecu-
liarity of modern global economic development is its
orientation toward building and developing market
relations (Dymskill, 2013) and establishing priorities
for the development of the service sphere, which is
one of the most important growth poles of the mod-
ern global economic system (Ravuri, 2012). The most
important factors of global economic development are
the globalization and integration of various economic
systems (Christofakis & Papadaskalopoulos, 2011), as
well as the creation and implementation of innovations
for the production activities of business structures (Fu-
seini & Kemp, 2015).

While conducting research, the author found stud-
ies on the foundations of the functioning of the mod-
ern global economy and the trends of its development
in the past and prospective views, including studies
by (Docquier & Machado, 2015; Ilie & Jaradat, 2015;
Yakovleva, Azarova, & Titova, 2015), among others.

The modern global economic system is based on the
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principles of the increase in cooperation between its
members (Wirtz, Tuzovic, & Ehret, 2015), which is
expressed in the processes of regionalization and the
international division of labor (Caugevi¢, 2015). The
most important tendencies of the global economic
system development include the transnationalization
of business (Klinov, 2015), the growth of produc-
tion factor flows at an international scale (Kornev,
Maksimtsova, & Treshchina, 2015), the increase in
global economic problems, which require joint solu-
tions by all countries around the world (Pulselli et al.,
2015), and the acceleration of crisis phenomena distri-
bution in all member countries regarding integration
associations and the global economic system (Dudin
& Frolova, 2015).

The author uses research materials by various au-
thors in study of crises in economic systems as well
as the sense and peculiarities of the global financial
crisis that began in 2008, including (Aytag, Rankin, &
Ibikoglu, 2015; McMaster, 2015; Rodriguez, Turmo,
& Vara, 2014; Zhao, Jiang & Li, 2015), among others.
An economic system crisis is a temporary violation
of processes that take place in the system (Heinrich,
Kobayashi, & Bryant, 2016). Economic crises are of
different depths and durations (Guttmann, 2015). The
most important peculiarities of the global financial cri-
sis, which began in 2008, are the strengthening of risk
components in the financial sphere of the economy due
to the active implementation of financial innovations
in recent years (Galbraith, 2012), the unprecedented
scale of the crisis (Capello, Caragliu, & Fratesi, 2015),
and structural shifts in the global economic system as

a result of the crisis (Hieronymi, 2016).

Method
The theoretical basis of the research is composed of
fundamental works on the notion, sense, and meaning
of economic growth for socio-economic systems by
authors such as (Castiglione et al., 2015; Choi & Shin,
2015; Gonzilez-Pernia & Pefia-Legazkue, 2015; Lee
& Oh, 2015; Leonida et al., 2015; Odhiambo, 2015;
Pogosov, 2015; Sarracino & Bartolini, 2015; Zeira
& Zoabi, 2015), among others.

This study also uses material from recent research
that is devoted to the analysis of the peculiarities of the
factors and conditions of current global economic de-

velopment and the growth poles of various economic

www.ce.vizja.pl

systems, among which it is possible to distinguish the
works of (Bere, 2015; Christofakis & Papadaskalo-
poulos, 2011; Dymskill, 2013; Fuseini & Kemp, 2015;
Kolomiets, 2015; Ravuri, 2012; Smékalovd et al., 2014),
among others.

While conducting research, the author found stud-
ies on the foundations of the functioning of the mod-
ern global economy and past trends and prospective
development, among which are studies by (Causevié,
2015; Docquier & Machado, 2015; Dudin & Frolova,
2015; Ilie & Jaradat, 2015; Klinov, 2015; Kornev et al.,
2015; Pulselli et al., 2015; Wirtz et al., 2015; Yakovleva
etal., 2015).

The author also uses materials from the research
of various authors on economic system crises and the
sense and peculiarities of the 2008 global financial
crisis. These include the works by (Aytag et al., 2015;
Capello et al., 2015; Galbraith, 2012; Guttmann, 2015;
Heinrich et al., 2016; Hieronymi, 2016; McMaster,
2015; Rodriguez et al., 2014; Zhao et al., 2015).

To determine new growth poles in a post-crisis
global economy, this research uses a proprietary
methodology to calculate “underdevelopment whirl-
pools,” which is described in detail in numerous pub-
lications by E. G. Popkova that include examples and
detailed calculations (Popkova et al., 2013a; 2013b;
Popkova & Tinyakova, 2013a; 2013b; 2013c; Popkova
et al., 2015), etc.

The methodology of “underdevelopment whirl-
pools” was developed by the author of this article, Pro-
fessor Elena G. Popkova, and it is her own development
and has been successfully applied over many years. The
effectiveness of this methodology was proved by mul-
tiple studies in various countries around the world.

An analysis of the “underdevelopment whirlpools”
supposes a determination of two key parameters: the
depth of the whirlpool and the speed of being drawn
into the whirlpool. First, a model country is deter-
mined, which leads other countries in the contribution
to the global GDP formation and the most important
growth pole of the global economy before the 2008
global financial crisis.

The depth of the “underdevelopment whirlpool” is
then calculated through a determination of the time lag
in the country based on the “model country” regarding
the GDP level. For this purpose, the correspondence of

the GDP level in the examined country for the selected
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Table 1. Table for determining the depth and speed of countries falling into “underdevelopment whirlpools”and per-
spectives for overcoming these whirlpools

Country Year Vv Y Dwhirlpool Swhirlpool
1 12,0 V1.2,...n Y1.2,...0 Year-Y DWhllrlpoolz-
Dwhirlpool1
Dwhirlpool2-
2 1.2...n V12...n Y1,2,...n Year -Y Whirpoo
Dwhirlpooll
Dwhirlpool2-
n 12,...n V1,2,...n Y1.2,...n Year -Y Wi I.r poo!
Dwhirlpool1

year to the level of the GDP of the “model country” in
one of the previous years is determined.

As a result, the difference between the selected year
and the year in which the GDP level of the “model
country” coincided with the GDP level in the studied
country is determined. The resulting difference reflects
the depth of the “underdevelopment whirlpool.” The
speed of being drawn into the “underdevelopment
whirlpool” is determined as the difference between the
depths of the “underdevelopment whirlpool” in the
current year and the previous year.

Table 1 uses the following legend:

V — GDP per capita;
Y - year in which the country model had the same

GDP per capita;

Dwhirlpool - depth of the “underdevelopment whirl-
pool’;
Swhirlpool - speed of being drawn into the “underde-
velopment whirlpool”
With regard to the analysis of the growth poles of the
post-crisis global economy, this methodology is ex-
pected to determine the dynamics of economic growth
of top leading countries and trends regarding their
overcoming “underdevelopment whirlpools,” taking
leading positions instead of the ones lagging behind
in contributing to the formation of the global GDP
and their transformation into new growth poles of the

global economy following the global financial crisis.

Results

Before the 2008 global financial crisis, the growth
poles of the global economy were the U.S. and coun-
tries in the EU, which have demonstrated the highest

CONTEMPORARY ECONOMICS

rates of economic growth and contributed the most to
the formation of the global GDP over the last 35 years.

The crisis in the global economy deepened the gap
between developed and developing countries in the
global economic system, which led to larger migra-
tion flows into EU countries. This may be a reason for
some countries to leave the EU and further weaken
its positions.

It is also possible to suppose that the financial
sphere, which has been a growth pole for the U.S.
economy in recent decades, depleted its possibilities.
Financial speculations were the main cause for the
recent financial crisis, which demonstrated their high
risk component and incapacity for the provision of
stable economic growth.

In this context, the economic growth of industrial
countries by means of industrial production and de-
velopment of the real sector of the economy attracts a
significant amount of attention. Such countries include
China, Japan, Brazil, Russia, and India, which occupy
leading positions in the global GDP rankings of coun-
tries and increasingly contribute to the formation of
gross global product.

Several decades ago, these countries did not attract
any attention in view of economic development and
were far from leading positions in international rank-
ings. However, they have made major advances and
continue to develop. Figure 1 shows the dynamics of
GDP of the USA, Japan, Russia, Brazil, and India over
the past 35 years.

With the help of the calculation methodology for
“underdevelopment whirlpools,” let us view the pro-

cess of development of these countries (Tables 2, 3).

DOI: 10.5709/ce.1897-9254.208
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Figure 1. GDP dynamics of the USA, Japan, Russia, Brazil, and India from 1980 to 2014.

Source: IMF (2015)

Table 2. Results of the calculation of “underdevelopment whirlpools”in China and determination of perspectives of its

transformation into a new growth pole of the post-crisis global economy

Country Year V, USD billion Y Dwhirlpool Swhirlpool
1980 2984 1970 10 -
1990 1,091.2 1975 15 5
2000 3,608.3 1983 17 2
2008 9,826.8 1999 9 -8
2009 10813.8 2001 8 -1

China
2010 12,0855 2004 6 2
2011 134821 2005 6 0
2012 14,789.5 2008 4 -2
2013 16,1733 2012 1 -3
2014 17,6173 2014 0 -1

The model country is the USA, which has been a key

growth pole in the global economy in recent decades.
China has the highest indicators of GDP among the

countries in the world, so it is advisable to view it

separately.

www.ce.vizja.pl

Japan, Brazil, Russia, and India also demonstrated
high rates of economic growth in recent decades. How-
ever, they cannot separately compete with current glob-
al leaders, so it is advisable to group them and view their
total contribution to the formation of the global GDP.

Vizja Press&IT
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Table 3. Results of the calculation of “underdevelopment whirlpools”in Japan, Brazil, Russia, and India and the determina-
tion of perspectives of their transformation into a new growth pole of the post-crisis global economy

Countries Year V, USD billion Y Dwhirlpool Swhirlpool
1980 3,549.0 1982 -2 -
1990 5,955.1 1990 0 2
2000 84532 1996 4 4
2008 14,329.9 2007 1 -3

Japan, Brazil, Russia, 2009 14,3280 2007 2 1

India, SAR 2010 15,5225 2011 -1 3
2011 13,4321 2005 6 7
2012 17,272.7 2014 -2 -8
2013 18,1729 2015 -2 0
2014 18,955.0 2016 -2 0

As observed from Table 2, at the beginning of
the viewed period in 1980, China lagged behind the
USA by 10 years in terms of economic development.
In 1990, the depth of the “underdevelopment whirl-
pool” grew by 15 years, and in 2000, by 17 years.
However, given the crisis conditions, in 2008, the
gap between the GDP levels of China and the USA
was reduced to 9 years.

Afterward, under the conditions of the post-crisis
global economy, a negative speed of being drawn into
the “underdevelopment whirlpool” is observed, and this
pressure of the underdevelopment whirlpool is over-
come. In 2014, the Chinese GDP exceeded the GDP of
the USA ($17,617.30 billion versus $17,418.90 billion).

As observed from Table 3, the total GDP of Japan,
Brazil, Russia, and India at the beginning of the viewed
period in 1980 exceeded the American GDP. However,
in 2000, an “underdevelopment whirlpool” appeared,
the depth of which constituted 4 years. Beginning in
2014, the total GDP of these countries exceeds the
GDP of the USA.

The use of calculation tools for “underdevelopment
whirlpools” allowed for the determination of turning
the countries that lagged behind into new growth poles
of the post-crisis global economy. China, Japan, Brazil,

Russia, and India are such poles now, and according to

CONTEMPORARY ECONOMICS

the IMF forecast, will strengthen their positions in this

role in the near future.

To this end, the research offers the following pro-
spective directions for the development of new growth
poles of the post-crisis global economy to increase the
rates and quality (stability and sustainability) of eco-
nomic growth:

» emphasis on the development of the real sector of
the economy, which is necessary for the provision
of sustainable development;

o the realization of transnational cluster initiatives,
which is oriented toward the increase in economic
growth rates;

o the active creation and implementation of innova-
tions into production, which is important for posi-

tive economic development.

Let us view the above proposals in detail. An emphasis
on the development of the real sector of the economy
supposes an industrial direction of new growth poles
in the post-crisis global economy. This does not mean
that the development of the sphere of services and ag-
riculture should not be given any attention — the im-
portance of these spheres is not diminished but rather
moves into the background, making way for the pro-
duction sphere.

DOI: 10.5709/ce.1897-9254.208
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Goal:

overcoming the consequences of the global financial crisis, overcoming the recession, and
transition to a new level of economic growth
Tasks (directions of development):

v

4

v

emphasis on the
development of a real

realization of
transnational cluster

active creation and
implementation of

sector of the economy initiatives innovations into
Objects: Objects:
new growth poles of post-crisis management — industry
global economy A — entrepreneurship
(China, Japan, Brazil, Russia, | — science and education
and India) :
|
Tools:

concessional lending and financing of universities, industrial clusters, realization of
modernization programs, improvement of legislature in the sphere of clustering and
patenting of innovations, stimulation of business activities in industrial production.

< =

Result:

— shift of accents in economic development from the service sphere as a whole and the
financial sector in particular to the sphere of industrial production;

— the reduction of the risk component of economic development;

— setting innovations as the basis of economic growth;

— increase in rates of economic growth;

— increase in stability and sustainability of economic growth.

Figure 2. Mechanism of development of the post-crisis global economy

The realization of transnational cluster initiatives
is oriented toward the determination of strong trans-
national connections and the further integration of
growth poles into the global economic system. To
withstand international competition, companies from

these countries have to combine efforts and cooperate

within transnational clusters.

www.ce.vizja.pl

The active creation and implementation of inno-
vations into production supposes the development
of research and education. The development of sci-
ence will lead to the creation of multiple inventions
and innovational technologies. Information on

new knowledge should be distributed throughout

the entire economy to successfully commercialize
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innovations and ensure their quick implementa-
tion into production.

An increase in the educational level will stipu-
late the creation of highly qualified human resources
that are capable of using the newest technologies and
equipment, which will create favorable conditions for
the modernization of the production sector and the
formation of industrial enterprises, which are highly
competitive in the global markets.

As tools for the realization of the current potential
of the global economic system for overcoming the con-
sequences of the global financial crisis, overcoming the
recession, and transitioning to a new level of economic
growth, this research offers the following mechanism of
development for the post-crisis global economy (Fig. 1).

As observed from Fig. 1, the proposed mechanism is
oriented at overcoming the consequences of the crisis and
the global economic system’s transition to a new level of
economic growth. The objective of the mechanism is to
develop new growth poles of the post-crisis global econo-
my (China, Japan, Brazil, Russia, and India).

The objective of the mechanism in terms of devel-
oping the real sector of the economy is developing
industries. In terms of the realization of transnational
cluster initiatives, the objective is entrepreneurship,
and for the active creation and implementation of in-
novations into production, the objective is increased
research and education.

To achieve the set goal for the realization of the pro-
spective directions of the development of new growth
poles in the post-crisis global economy, a special tool is
used. For the development of the production sector of
the economy, it is advisable to use the following tools
to stimulate the state:

o the provision of subsidized credits for the modern-
ization of equipment;

o the stimulation of business activities in industrial
production.

For realization of cluster initiatives, the following tools

should be used:

o the provision of financial resources to clusters un-
der concessional terms;

o the improvement of laws in the clustering sphere.

For development of research and education, the fol-

lowing tools should be used:

« improvement of the system for patenting innova-

tional technologies;

CONTEMPORARY ECONOMICS
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o increased financing of universities, scientific re-
search and developments, and the active provision
of budgets in universities to popularize higher edu-
cation and increase its accessibility.

The expected and most probable results of the real-

ization of the mechanism are the shift in emphasis

in economic development from the service sphere
on the whole and the financial sector in particular
to the sphere of industrial production, the reduc-
tion of risk components in economic development,
the establishment of innovations into the basis of
economic growth, the increase in rates of economic
growth, and the increase in stability and sustainabil-

ity of economic growth.

Conclusion

Thus, due to the use of the analysis methodology of
“underdevelopment whirlpools” and the study of the
development dynamics of the most promising coun-
tries, the proposed hypothesis is proven in which it
is determined that the new growth poles of the post-
crisis global economy are China, Japan, Russia, Brazil,
and India.

The shift of the emphasis in the global economic
system confirms the expediency of the use of new
development mechanisms for overcoming the con-
sequences of the crisis and the provision of the new
quality of growth in the global economy, which include
the mechanism developed by the authors of this study.

As a result of this research, it is possible to conclude
that, like any system, the global economy can change
its structure; however, this requires new approaches
to its analysis. Despite the wide diversity of the cor-
responding methods, this type of analysis is difficult to
model and forecast.

The developed tools allow countries to overcome
the consequences of the global financial crisis and
use the crisis as stimulation for development, without
which there are no stimuli for new knowledge, and the
implementation of innovations does not proceed.

The crisis also demonstrated the mistakes of state
management and the non-effectiveness of previous
methods of stimulation for economic growth and de-
velopment. A new vector of growth in the global econ-
omy should be an industry that develops in a stable
manner, and the poles of growth should be countries

with industrial foci.

DOI: 10.5709/ce.1897-9254.208
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Despite the practical direction, the results of this
study are limited by the theoretical consideration of
the problem of overcoming the post-crisis phenomena
in the global economy, determination of new poles of
growth, and development of tools for maximal use of
poles to transition the global economic system to a
new level of economic development.

In conducting further research on the global
economy’s departure from a post-crisis state, re-
searchers should focus on checking the results of
this research with experiments and comparing the
expectations for the establishment of China, Japan,
Brazil, Russia, and India as new growth poles of the
global economy. The practical use of the developed
tools should be emphasized.

Further development of the theory and methodol-
ogy of the “underdevelopment whirlpools” should
base its validity on the example of countries that have
not yet been the objects of the research of “underdevel-
opment whirlpools” to determine its universality and
effectiveness.

This research was conducted with financial support
of the Russian Humanitarian Scientific Fund, Project
No. 15-22-01011: “Theoretical and methodological
foundations of the marketing provision for the innova-
tional development of intellectual resources of the Re-
public of Belarus and the Russian Federation under the
conditions of economic integration (by the example of
creation of universities of the entrepreneurial type).”

This research was conducted with financial sup-
port from the Ministry of Education and Science of
the Russian Federation, Project No. 2797: “Formation
of the system of scientific and production clusters in

regions of Russia.”
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