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12.1  INTRODUCTION 

In first to eleventh Units of first, second and third Blocks, you have studied 
and learnt about the fundamentals of economic geography, stages of growth 
and evolution of economic systems and sectors along with space economy of 
rural and urban systems with reference to India etc. In Unit 12 of fourth Block, 
you will learn about the diverse strands of economic groupings of the world. It 
will not only make you learn about various economic groupings but also help 
you to comprehend their importance for the global economy with a 
geographical perspective.         

Economic groupings refer to alliances formed by countries or regions to foster 
economic cooperation, enhance trade, and promote shared economic growth 
by reducing trade barriers, coordinating policies, and enhancing collective 
economic growth. These groupings, often established through formal 
agreements, aim to create synergies that benefit member nations by pooling 
resources, reducing trade barriers, and harmonising economic policies. By 
working together, countries in economic groupings can increase their 
collective bargaining power in global trade negotiations, enhance 
competitiveness, and attract foreign investment.  

Section 12.2 highlights the background of economic groupings. Next Section 
12.3 describes the post-colonial states. Section 12.4 is devoted to the study 
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of evaluation of economic groupings and highlights the salient features of 
First, Second, Third and Fourth world. Section 12.5 to 12.8 discusses the 
Economic Groupings by UNO, World Bank and IMF, Economic Gravitations, 
G7, BRICS along with Sustainable Development Goals (SDGs). 

Expected Learning Outcomes       

After studying this Unit, you should be able to: 

 discuss different economic groupings of the world; 
 explain the principles on which these economic groupings were formed; 
 discuss the functioning of these economic groupings; and 
 describe the role of these economic groupings in achieving sustainable 

development goals. 
 

12.2  BACKGROUND 

The earliest noteworthy grouping was the Benelux Union, formed in 1944 
among Belgium, the Netherlands, and Luxembourg to foster economic 
cooperation after World War II. This became a model for larger economic 
alliances. Soon after, in 1951, the European Coal and Steel Community 
(ECSC) emerged, this laid the groundwork for the European Union (EU). 
The ECSC aimed to prevent future conflicts through economic integration, 
especially in crucial industries. In 1957, the Treaty of Rome expanded this 
idea into the European Economic Community (EEC). 

In the post-colonial era, several regional groupings emerged, especially in 
Africa and Latin America, such as the Economic Community of West 
African States (ECOWAS) and the Andean Community. These aimed to 
promote regional trade and development. 

Meanwhile, global trade liberalisation led to the formation of broader alliances 
like the North American Free Trade Agreement (NAFTA) in 1994, later 
replaced by the United States-Mexico-Canada Agreement (USMCA) in 
2020. The Association of Southeast Asian Nations (ASEAN) also evolved 
into a significant economic bloc, promoting regional trade and cooperation. 

The nature of economic groupings can vary, ranging from loose cooperation 
to deeper forms of integration. Some common types include free trade areas 
(FTA), where member countries agree to eliminate tariffs on goods traded 
among them, and customs unions, which involve a common external tariff for 
non-members. More advanced forms of integration, such as common 
markets, also allow the free movement of capital and labour, while economic 
unions like the European Union (EU) involve coordinated fiscal policies and 
sometimes a shared currency. 

Economic groupings provide smaller or less developed nations with access to 
larger markets and opportunities for growth, while larger or more developed 
members benefit from increased economic stability and enhanced political 
influence. During contemporary times, they serve as key drivers of 
globalisation, enabling smaller economies to access larger markets and 
fostering collective economic resilience. However, challenges like unequal 
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benefits and political tensions remain. Ultimately, economic groupings are 
essential mechanisms for fostering cooperation, promoting development, and 
navigating the complexities of the global economy. 

Purpose and Importance of Economic Groupings 

The primary goal of economic groupings is to encourage economic 
collaboration and collective growth. Countries, by pooling their resources and 
collaborating on trade, can achieve higher growth rates, improved standards 
of living, and increased competitiveness in the global market. Economic 
groupings are often designed to: 

1. Facilitate Trade: One of the most significant aspects of economic 
cooperation is the reduction or elimination of trade barriers such as tariffs, 
quotas, and other restrictions that impede the flow of goods and services 
between member nations. By facilitating trade, economic groupings allow 
businesses to access new markets, consumers to benefit from a wider 
variety of goods and services, and governments to generate more revenue 
through increased economic activity. 

2. Promote Economic Development: Economic groupings can stimulate 
economic development in less developed or emerging economies by 
providing access to larger markets, promoting foreign investment, and 
enabling the sharing of technology and expertise. For example, developing 
nations may benefit from the infrastructure investments and knowledge 
transfer that often accompany membership in an economic grouping. 

3. Increase Bargaining Power: In a globalised world dominated by large 
economies and multinational corporations, individual countries, particularly 
smaller ones, may struggle to exert influence on their own. Economic 
groupings enable countries to unite and negotiate from a position of 
strength, whether in trade negotiations, environmental agreements, or 
discussions about global standards. 

4. Enhance Political Stability and Cooperation: Economic groupings often 
go hand-in-hand with political cooperation. Regional integration can reduce 
the risk of conflicts between neighbouring states by fostering 
interdependence, promoting dialogue, and encouraging the resolution of 
disputes through peaceful means. In this way, economic groupings can 
contribute to regional and even global stability. 

5. Boost Regional Competitiveness: Economic groupings can lead to more 
efficient resource allocation and economies of scale by encouraging 
regional specialisation and cooperation. By fostering a competitive 
economic environment, member countries are often able to increase 
productivity and innovate more effectively. 

There are some common types of economic groupings: 

i) Trade Blocs or Free Trade Areas like NAFTA (North American Free Trade 
Agreement) and ASEAN (Association of Southeast Asian Nations). 

ii) Customs Unions like Mercosur (Southern Common Market) in South America. 

iii) Common markets like The European Economic Community (EEC), which 
later evolved into the European Union (EU). 
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iv) Monetary like The Eurozone, where several European countries use the 
euro as their common currency. 

v) Economic and Monetary Unions like The European Union, which includes 
both the Economic and Monetary Union (EMU) and the euro currency. 

vi) Regional Economic Communities like ECOWAS (Economic Community of 
West African States) in West Africa. 

vii) Bilateral and Multilateral Agreements like Bilateral Trade Agreements 
between individual countries or Multilateral Agreements negotiated within 
organisations like the World Trade Organisation (WTO). 

Benefits and Challenges of Economic Groupings 

Economic groupings offer a range of benefits to member states, but they also 
present challenges that must be managed to ensure success. 

Benefits: 

1. Increased Trade and Market Access: Economic groupings eliminate 
trade barriers, allowing member states to access larger markets, leading to 
increased trade volumes and economic growth. 

2. Enhanced Competitiveness: By fostering cooperation and competition 
among member states, economic groupings can lead to more efficient 
industries, improved product quality, and lower costs for consumers. 

3. Investment and Innovation: Economic groupings often attract foreign 
direct investment (FDI) due to the stability and growth potential of larger, 
integrated markets. In addition, they promote innovation by encouraging 
the exchange of knowledge, technology, and expertise. 

4. Political Stability: Economic cooperation can reduce the likelihood of 
conflict between member states by creating interdependence and shared 
interests. 

5. Poverty Reduction: By promoting economic development and regional 
integration, economic groupings can contribute to poverty reduction and 
improved living standards, particularly in developing regions. 

Challenges: 

1. Economic Disparities: Economic groupings often include countries with 
different levels of development. Managing these disparities can be 
challenging, as wealthier nations may benefit more from the grouping, 
while poorer nations may struggle to compete. 

2. Sovereignty Concerns: Economic groupings often require member states 
to cede some level of control over their policies, particularly in areas like 
trade, monetary policy, and regulation. This can create tension, as 
countries may be reluctant to give up sovereignty. 

3. Unequal Gains: Not all member states benefit equally from economic 
groupings. Larger or more developed countries may dominate trade. 

12.3 POST COLONIAL STATES  

Post-colonial states refer to nations that have gained independence from 
colonial rule. These states emerged following a period of colonisation, during 
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which external powers such as European colonial powers, asserted control 
over territories and people. The process of decolonisation, which took place 
mainly in the mid-20th century led to the establishment of these independent, 
sovereign nations. 

Key features of post-colonial states include: 

1. Independence: Post-colonial states have achieved independence through 
diplomatic negotiations, armed struggle, or a combination of both. They are 
no longer governed by foreign colonial powers. 

2. Independence and Sovereignty: These states exercise full sovereignty 
over their territories and have the right to determine their own political, 
economic, and social systems. 

3. Legacy of Colonisation: Post-colonial states often grapple with the 
legacies of colonialism, including economic inequalities, cultural 
influences, political challenges, and, in some cases, border disputes 
arising from colonial-era divisions. 

4. Formation of National Identity: The process of decolonisation often 
involves the formation of national identity as post-colonial states seek to 
establish a sense of unity and identity distinct from their colonial past. 

5. Nation-Building Post Colonisation: Post-colonial states face the 
challenges of nation-building, including the establishment of governance 
structures, economic development, social cohesion, and the creation of 
institutions that reflect the interests and aspirations of the newly 
independent nation. 

6. Global Relations: Post-colonial states engage in international relations 
independently, shaping their foreign policies, entering into diplomatic 
relationships, and participating in international organisations. 

Examples of post-colonial states include many African, Asian, and Caribbean 
nations that gained independence in the mid-20th century. Some notable 
examples include India, Ghana, Kenya, Algeria, Indonesia, and few others 
across the continents of Africa and Asia. 

The term "post-colonial" is used to describe the era and characteristics of 
these states after the process of decolonisation. Salient characteristics of post 
colonial states are defined below:   

1. Decolonisation 

 Definition: Decolonisation is the process by which colonies gained 
independence from colonial powers. This process unfolded primarily in the 
mid-20th century. 

 Characteristics: It involved diplomatic negotiations, political movements, 
armed struggles, and changes in international attitudes toward colonialism. 

2. Sovereignty and Independence 

 Definition: Sovereignty refers to the full authority and control a state has over 
its territory and affairs. Independence signifies freedom from external rule. 

 Characteristics: Post-colonial states exercise self-governance, make their 
own laws, and determine their political, economic, and social systems. 
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3. National Identity Formation 

 Definition: National identity is the sense of belonging and shared 
characteristics that define a nation. 

 Characteristics: Post-colonial states often engage in the process of 
forging a national identity distinct from their colonial past. This involves the 
creation of national symbols, narratives, and cultural expressions. 

4. Legacy of Colonisation 

 Definition: The lasting impact and consequences of colonial rule on the 
economic, social, and political structures of a nation. 

 Characteristics: Post-colonial states grapple with legacies such as 
economic disparities, cultural influences, and sometimes artificial borders 
that were established during colonial rule. 

5. Challenges of Nation-Building 

 Definition: Nation-building is the process of constructing or structuring a 
national identity, government institutions, and economic systems. 

 Characteristics: Post-colonial states face the challenge of creating stable 
governance structures, fostering economic development, and promoting 
social cohesion. 

6. Global Relations and International Participation 

 Definition: The ability of a state to engage independently in international 
relations and participate in global affairs. 

 Characteristics: Post-colonial states establish their foreign policies, enter 
into diplomatic relationships, and participate in international organisations 
to assert their interests on the global stage. 

7. Diversity of Experiences 

 Definition: Acknowledgment that post-colonial states vary widely in their 
experiences, challenges, and achievements. 

 Characteristics: The path to independence and the subsequent 
development trajectories differ among post-colonial states due to factors 
such as geography, colonial history, and local dynamics. 

It's important to note that the term "post-colonial" does not imply that the 
effects of colonisation have completely disappeared. Many post-colonial 
states continue to grapple with historical legacies, and the impact of 
colonialism is still felt in various aspects of their societies. Additionally, the 
experiences of post-colonial states vary widely, and each nation has its 
unique historical and contemporary challenges. 

SAQ 1 

What are the key features of post-colonial states? 
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12.4 EVOLUTION OF ECONOMIC GROUPINGS 

The evolution of economic groupings, or regional economic integration, has 
been a dynamic and transformative process that has shaped the landscape of 
international trade and cooperation. Emerging from a historical backdrop of 
bilateral trade agreements and colonial dependencies, the mid-20th century 
witnessed a pivotal shift towards multilateralism in the aftermath of World War 
II. The establishment of institutions like the General Agreement on Tariffs and 
Trade (GATT) marked a commitment to global economic stability and 
collaboration. Subsequent decades saw the formation of customs unions and 
common markets, exemplified by the creation of the European Economic 
Community (EEC).  

As the world transitioned into the 21st century, economic groupings diversified, 
taking on complex forms such as economic and monetary unions and 
regional economic communities. The establishment of the African Continental 
Free Trade Area (AFCFTA) in 2018 underscored the ongoing commitment to 
deeper integration within specific regions. This evolution reflects not only 
changing economic dynamics but also the pursuit of shared prosperity, 
stability, and the navigation of global challenges through collaborative efforts 
on regional and international scales. 

12.4.1   First World 

The term "First World Countries" traditionally referred to the Western bloc of 
capitalist, industrialised nations during the Cold War often aligned with NATO 
and characterised by advanced economies, democratic governance, and a 
high standard of living. The evolution of economic groupings among these 
countries has been shaped by historical, political, and economic factors. Here 
are key aspects of this evolution: 

1. Pre-World War II 

Before World War II, economic cooperation among Western nations was limited, 
with a focus on bilateral trade agreements and colonial ties. The gold standard, 
a fixed exchange rate system, characterised international monetary relations. 

2. Post-World War II 

The aftermath of World War II saw the establishment of the Bretton Woods 
institutions in 1944, including the International Monetary Fund (IMF) and the 
World Bank. These institutions aimed to foster economic stability and 
reconstruction. 

3. Marshall Plan and European Integration 

The U.S. Marshall Plan, initiated in 1948, provided economic aid to war-torn 
European countries. This aid played a crucial role in post-war reconstruction 
and laid the foundation for European integration, leading to the creation of 
European Coal and Steel Community (ECSC) in 1951. 

4. Formation of the European Economic Community (EEC) 

The ECSC evolved into the EEC with signing of the Treaty of Rome in 1957. 
The EEC aimed to establish a common market among member states, 
fostering economic integration and reducing trade barriers. 
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5. Expansion of European Union (EU) 

The EU expanded over the years, incorporating new member states and 
deepening economic cooperation. The introduction of the euro in 1999 marked 
a significant step toward monetary union among Eurozone countries. 

6. North American Free Trade Agreement (NAFTA) 

In 1994, the United States, Canada, and Mexico signed NAFTA, creating a 
free trade area in North America. NAFTA aimed to eliminate tariffs and 
facilitate economic integration among the member states. 

7. Post-Cold War Era 

The end of the Cold War saw increased globalisation and the formation of 
economic groupings beyond the Western bloc. The Asia-Pacific Economic 
Cooperation (APEC) forum, founded in 1989, facilitated economic 
cooperation among Pacific Rim countries. 

8. Transatlantic Trade and Investment Partnership (TTIP) 

Proposed in 2013, TTIP was a proposed trade agreement between the EU 
and the United States aimed at further reducing trade barriers. However, 
negotiations were halted in 2016. 

The economic groupings among first world countries have evolved from post-
war reconstruction efforts to complex regional integration structures. The 
emphasis has shifted from reducing trade barriers to addressing broader 
economic, social, and environmental challenges in an increasingly 
interconnected world. 

12.4.2   Second World 

The term "Second World Countries" historically referred to nations associated 
with socialism or communism during the Cold War. These countries were often 
aligned with the Eastern Bloc led by the Soviet Union. The evolution of 
economic groupings among these nations was heavily influenced by 
ideological and political considerations. Here are few key aspects of this 
evolution: 

1. Formation of the Eastern Bloc 

Following World War II, the Eastern Bloc emerged as a political and economic 
alliance of socialist states in Eastern Europe, including the Soviet Union, East 
Germany, Poland, Czechoslovakia, and others. 

2. Council for Mutual Economic Assistance (COMECON) 

In 1949, COMECON was established as an economic organisation among 
socialist countries, aiming to promote economic cooperation and integration. 
It included members from the Eastern Bloc, such as the Soviet Union, East 
Germany, and Hungary. 

3. Soviet-Led Economic Integration 

The Soviet Union played a central role in coordinating economic policies and 
integration efforts among socialist states. However, COMECON's effectiveness 
varied, and economic disparities persisted among member countries. 
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4. Common Economic Policies 

COMECON member states pursued common economic policies, including 
central planning, state ownership of key industries, and coordination of 
production targets. However, the level of economic integration achieved was 
limited compared to Western economic blocs. 

5. Warsaw Pact 

The Warsaw Pact, established in 1955, was a military alliance among socialist 
countries, mirroring NATO in the West. While primarily a military alliance, it 
had implications for economic cooperation within the Eastern Bloc. 

6. Transition Period and Dissolution 

The late 1980s and early 1990s witnessed significant changes, including the 
Soviet Union's policy of perestroika (restructuring) and glasnost (openness). 
The Eastern Bloc countries underwent political transformations, leading to the 
dissolution of COMECON and the Warsaw Pact. 

7. Transition to Market Economies 

With the collapse of the Soviet Union in 1991, former Eastern Bloc countries 
faced the challenge of transitioning from centrally planned to market-oriented 
economies. This period involved economic reforms, privatisation, and efforts 
to integrate into the global economy. 

8. European Union (EU) Enlargement 

Several former Eastern Bloc countries, including those from the Soviet Union 
and Eastern Europe, pursued EU membership as a means of economic and 
political integration. Enlargements in the 2000s and 2010s brought these 
countries into the realm of EU. 

The economic evolution of former Second World Countries has been 
characterised by a transition from socialist economic systems to various 
forms of market-oriented economies. These were further often accompanied 
by efforts to integrate into broader regional and global economic frameworks. 

12.4.3   Third World 

The term "Third World Countries" historically referred to nations that were not 
aligned with either the capitalist "First World" or the socialist "Second World" 
during the Cold War. These countries faced economic challenges, often 
characterised by underdevelopment, poverty, and a lack of industrialisation. 
The evolution of economic groupings among Third World Countries has been 
diverse, shaped by variety of historical, political, and economic factors. We 
are discussing some key aspects of this evolution below: 

1. Non-Aligned Movement (NAM) 

Founded in 1961, the Non-Aligned Movement sought to promote the interests 
of countries that did not align with either major American or Russian blocs 
during the Cold War. While not primarily an economic grouping, NAM aimed 
to foster economic cooperation among its member states. 

2. Group of 77 (G77) 

Established in 1964, the G77 is a coalition of developing countries within the 
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United Nations. It aims to promote economic cooperation, coordinate positions 
on international issues, and advocate for the interests of developing nations. 

3. Regional Economic Communities 

Many third world countries have participated in regional economic groupings 
to promote economic integration and cooperation. Examples include the 
Association of Southeast Asian Nations (ASEAN) in Asia and the Economic 
Community of West African States (ECOWAS) in Africa. 

4. Global South Cooperation 

The concept of "Global South" represents a broader alignment of developing 
countries seeking to enhance their collective economic and political influence 
on the global stage. This cooperation encompasses issues such as trade, 
development assistance, and climate change. 

5. Development Initiatives 

Various development initiatives and programmes have been launched to 
address the economic challenges faced by third world countries. The United 
Nations' Sustainable Development Goals (SDGs) provide a framework for 
addressing critical issues of poverty, inequality, and environmental 
sustainability. 

6. Trade Blocs and Agreements 

Some third world countries have engaged in regional trade agreements to 
enhance economic cooperation. The Andean Community in South America 
and the South Asian Association for Regional Cooperation (SAARC) are 
examples of regional economic groupings. 

7. Bilateral and Multilateral Assistance 

Third world countries often receive bilateral and multilateral assistance from 
developed nations and international organisations to support economic 
development. This assistance may come in the form of grants, loans, or 
technical expertise. 

8. Challenges of Debt and Structural Adjustment 

Many third world countries have faced challenges related to debt and 
structural adjustment policies imposed by international financial institutions. 
These challenges have influenced economic policies and development 
strategies. 

9. Shifts in Global Economic Relations 

Ongoing shifts in global economic relations, such as the rise of emerging 
economies and changes in the global trade landscape, have presented 
opportunities and challenges for third world countries seeking to strengthen 
their economic positions. 

The economic groupings among third world countries reflect a complex and 
evolving landscape. These are shaped by efforts to address development 
challenges, promote regional integration, and navigate a changing global 
order. The terminology has evolved over time, and the focus is increasingly 
on fostering sustainable development and addressing the diverse needs of 
developing nations. 
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12.4.4   Fourth World 

The term "Fourth World" is not commonly used in the same way as "First", 
"Second", or "Third World". Traditionally, these terms referred to the 
geopolitical divisions during the Cold War, with the First World representing 
the capitalist bloc, the Second World representing the socialist bloc, and the 
Third World encompassing non-aligned and developing nations. The concept 
of a "Fourth World" does not have a widely accepted definition in international 
relations or economics. 

"Fourth World" is a term used to describe the most impoverished, 
marginalised, and underdeveloped regions or groups in the world. While 
"Third World" traditionally refers to developing countries, the "Fourth World" 
encompasses those areas or populations that are the most disadvantaged 
and often overlooked by global development initiatives. This term can also 
refer to indigenous or stateless groups who lack recognition or representation 
in the political and economic systems of their respective countries. 

Characteristics of Fourth World regions or groups include extreme poverty, 
lack of access to basic services, high illiteracy rates, inadequate infrastructure, 
and minimal economic opportunities. These areas often experience social and 
political exclusion, with limited voice in governance or decision-making 
processes. Populations in the Fourth World may face challenges like food 
insecurity, inadequate healthcare, and environmental hazards. 

The concept of the Fourth World highlights the need for more inclusive 
development policies that address the deep-rooted inequalities within nations 
and across the globe. It underscores the importance of focusing not just on 
countries' overall economic growth but on the well-being of all populations, 
especially those who are often left behind in the global development narrative. 

These economic groupings vary in their levels of integration and the extent to 
which they involve economic, political, and social cooperation among member 
countries. The ultimate goal is to create a more favourable economic 
environment by facilitating the flow of goods, services, and factors of 
production across borders. 

Different Economic Groupings from different Regions of the World 

a) European Union (EU) 

Type: Economic and Political Union 

Members: 27 European countries (cut-off in January 2022) 

Key Features: 

Common Currency: Euro (adopted by 19 member states in the Eurozone). 

Internal Market: Free movement of goods, services, capital, and labour. 

Political Integration: Shared institutions like the European Parliament and 
the European Commission. 

Legal Framework: Harmonisation of laws and regulations across member 
states. 

b) North American Free Trade Agreement (NAFTA)/United States-Mexico-
Canada Agreement (USMCA) 
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Type: Free Trade Area 

Members: United States, Mexico, Canada 

Key Features: 

Tariff Elimination: Removal of most tariffs on goods traded between member 
countries. 

Market Access: Facilitation of trade and investment among member states. 

Modernised Agreement: NAFTA was replaced by the USMCA in 2020, in 
order to address various issues and for updating provisions. 

c) Association of Southeast Asian Nations (ASEAN) 

Type: Regional Economic Community 

Members: It includes 10 Southeast Asian countries. These are Indonesia, 
Malaysia, Philippines, Singapore, Thailand, Brunei, Vietnam, Lao PDR, 
Burma (Myanmar), and Cambodia.  

Key Features: 

Economic Cooperation: Free trade area with plans for deeper economic 
integration. 

Political Cooperation: Aiming for regional stability and conflict resolution. 

d) ASEAN Economic Community (AEC): Goal of achieving a single market 
and production base. 

MERCOSUR (Southern Common Market): 

Type: Customs Union 

Members: Argentina, Brazil, Paraguay, Uruguay (Venezuela's membership 
suspended) 

Key Features: 

Common External Tariff: Unified trade policy towards non-member 
countries. 

Free Trade Area: Reduction of internal trade barriers. 

Coordination: Economic and political cooperation among member states. 

e) African Union (AU) 

Type: Continental Union with Economic Integration Objectives 

Members: 55 African countries 

Key Features: 

Economic Integration: Aspiration for an African Economic Community. 

Development Goals: Promoting economic development and reducing 
poverty. 

f) African Continental Free Trade Area (AFCFTA): Aims to create a single 
market for goods and services in Africa. 

These economic groupings showcase the diverse approaches and objectives 
of countries coming together to foster economic cooperation and integration at 
regional and global levels. The specific goals and structures of each grouping 
are shaped by the unique needs and circumstances of the participating nations. 
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SAQ 2 

Write short notes on the following: 

a) First World Countries  
b) Third World Countries 

 

12.5 ECONOMIC GROUPINGS BY UNO  

The United Nations (UN) does not create or manage economic groupings in 
the same way that regional organisations or alliances do. However, the UN 
plays a crucial role in fostering international cooperation, promoting 
sustainable development, and addressing economic challenges through 
various agencies, programmes, and initiatives. Here are some ways in which 
the UN engages with economic issues: 

1. United Nations Economic and Social Council (ECOSOC) 

ECOSOC is one of the principal organs of the UN, responsible for promoting 
international economic and social cooperation and development. It serves as 
a forum for discussion, coordination, and policy development on a wide range 
of economic and social issues. ECOSOC oversees various subsidiary bodies, 
including commissions and committees that address specific areas such as 
sustainable development, population, and social development. 

2. United Nations Conference on Trade and Development (UNCTAD) 

UNCTAD is a specialised agency of the UN that focuses on trade, investment, 
and development issues. It provides research, policy analysis, and technical 
assistance to help developing countries integrate into the global economy in a 
fair and sustainable manner. UNCTAD works on issues such as trade policy, 
investment, finance, technology, and sustainable development. It aims to 
maximise the trade, investment, and development opportunities of developing 
countries. It also assists them in their efforts to integrate into the world 
economy on an equitable basis. 

3. United Nations Development Programme (UNDP) 

UNDP works to eradicate poverty, reduce inequality, and promote sustainable 
development. It provides support to countries in areas such as economic 
governance, private sector development, and inclusive growth. UNDP’s work 
is centred on six core development areas: poverty and inequality, 
governance, resilience, environment, energy, and gender equality. It helps 
countries develop policies, leadership skills, partnerships, and institutional 
capabilities to achieve the Sustainable Development Goals (SDGs). 

4. International Labour Organisation (ILO) 

ILO, a specialised agency of the UN, addresses labour-related issues 
globally. It sets international labour standards, promotes decent work culture, 
and addresses social and economic challenges related to employment. The 
ILO brings together governments, employers, and workers to set labour 
standards, develop policies, and devise programs promoting decent work for 
all. Key areas of focus include: 
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Employment promotion: Creating jobs and ensuring that work is productive 
and delivers a fair income. 

Social protection: Extending social security and ensuring safe working 
conditions. 

Social dialogue: Encouraging dialogue between workers, employers, and 
governments to address labour issues. 

5. World Health Organisation (WHO) 

While primarily focused on health, WHO also addresses the economic 
aspects of health, including the impact of health on economic development 
and the role of health in achieving sustainable development goals. WHO’s 
work in this area involves: 

Health financing: Ensuring that health systems are adequately funded and 
that financial barrier to access health services are minimised. 

Economic impact of health: Studying how health improvements can drive 
economic growth and development. 

Health and development: Integrating health into broader development 
policies and strategies to ensure that health improvements contribute to 
sustainable development. 

6. United Nations Industrial Development Organisation (UNIDO) 

UNIDO promotes industrial development, economic growth, and 
environmental sustainability. It works to enhance the competitiveness of 
industries in developing countries. It does so by providing the technical 
assistance, policy advice, and capacity-building support. UNIDO’s key areas 
of focus include: 

Industrial competitiveness: Helping industries in developing countries 
become more competitive in the global market. 

Sustainable industrial development: Promoting environmentally 
sustainable industrial practices and technologies. 

Inclusive and sustainable industrialisation: Ensuring that industrial 
development benefits all segments of society and contributes to sustainable 
development. 

7. Sustainable Development Goals (SDGs) 

The UN has established 17 Sustainable Development Goals, which include 
goals related to ending poverty, ensuring inclusive economic growth, 
promoting decent work, and fostering innovation. These goals collectively aim 
to create a more equitable, sustainable, and prosperous world by addressing 
various economic, social, and environmental challenges. The SDGs are 
interconnected. It means that progress in one area can drive progress in other 
areas as well. Thus, it helps to create a holistic approach to achieve the 
tenets of sustainable development. 

8. Trade Facilitation Agreement (TFA) 

The World Trade Organisation (WTO), while not a UN agency, is an 
international organisation that operates in collaboration with the UN. The 
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WTO's Trade Facilitation Agreement, concluded in 2013, aims to simplify and 
streamline customs procedures to facilitate global trade. 

While the UN itself does not create economic groupings in the same way as 
regional organisations, its various agencies and initiatives contribute to global 
efforts for inclusive and sustainable economic development.  

The UN uses the following groupings: Such as “More developed” and “less 
developed”, or “developed” and “developing”. It is intended for statistical 
purposes and does not express a judgment about the stage in the 
development process reached by a particular country or area.  

More developed regions comprise all countries and areas of Europe and 
Northern America, plus Australia, New Zealand and Japan.  

Less developed regions comprise all countries and areas of Africa, Asia 
(excluding Japan), Latin America and the Caribbean, and Oceania (excluding 
Australia and New Zealand). 

The group of least developed countries (LDCs) includes 46 countries, located 
in sub-Saharan Africa (32), Northern Africa and Western Asia (2), Central and 
Southern Asia (4), Eastern and South-Eastern Asia (4), Latin America and the 
Caribbean (1), and Oceania (3).  

The group of landlocked developing countries (LLDCs) includes 32 countries 
or territories, located in sub-Saharan Africa (16), Northern Africa and Western 
Asia (2), Central and Southern Asia (8), Eastern and South-Eastern Asia (2), 
Latin America and the Caribbean (2), and Europe and Northern America (2). 

The group of small islands developing States (SIDS) includes 58 countries or 
territories, located in the Caribbean (29), the Pacific (20), and the Atlantic, 
Indian Ocean, Mediterranean and South China Sea (AIMS) (9).  

The classification of countries and areas by income level is based on gross 
national income (GNI) per capita as reported by the World Bank (2022).  

The UN provides a platform for international cooperation, policy dialogue, and 
the advancement of common goals related to economic and social progress. 

SAQ 3 

a) Write a short note on the role and responsibilities of UNCTAD? 
b) Why SDGs were formulated? 

 

12.6 WORLD BANK AND IMF  

The World Bank and the International Monetary Fund (IMF) are two distinct 
entities that play crucial roles in the international financial system. Both 
institutions were created at the United Nations Monetary and Financial 
Conference, also known as the Bretton Woods Conference, held in Bretton 
Woods, New Hampshire, in 1944. 
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World Bank 

The World Bank is an international financial institution that provides financial 
and technical assistance to developing countries with the aim of reducing 
poverty and supporting sustainable development. Following are key points 
about the World Bank: 

1. Formation and Purpose 

 Formation: The World Bank was established in 1944 and commenced 
operations in 1946. It is part of the World Bank Group, which also includes 
other institutions like the International Finance Corporation (IFC) and the 
International Centre for Settlement of Investment Disputes (ICSID). 

 Purpose: The primary purpose of the World Bank is to provide financial 
and technical assistance to developing countries for development projects 
and programmes. 

2. Membership 

 The World Bank is owned by its member countries, each of which is a 
shareholder. As of January 2022, the World Bank has 189 member 
countries. 

3. Governance 

 The highest decision-making body is the Board of Governors, consisting of 
one governor from each member country, typically the finance minister or 
central bank governor. The Board of Governors meets annually. 

 Day-to-day decisions are made by the Board of Executive Directors, 
representing the member countries or groups of countries. 

4. Financial Instruments 

 The World Bank raises funds for its operations by issuing bonds on the 
international capital markets. These funds are then lent to member 
countries at favourable interest rates. 

 The Bank provides a mix of loans, grants, and technical assistance to 
countries, depending on their income levels and creditworthiness. 

5. Regional and Sectoral Focus 

 The World Bank operates globally, with a focus on projects and 
programmes in various regions, including Africa, East Asia and Pacific, 
Europe and Central Asia, Latin America and the Caribbean, and South Asia. 

 It addresses a wide range of sectors such as education, health, agriculture, 
infrastructure, environmental sustainability, and private sector development. 

6. Development Goals 

 The World Bank aligns its activities with global development goals, 
including the Sustainable Development Goals (SDGs). It aims to reduce 
extreme poverty, promote shared prosperity, and address challenges 
related to climate change and social inequality. 

7. Criticism and Reforms 

 The World Bank has faced criticism for issues such as conditionalities 
attached to loans, environmental impact of some projects, and governance 
concerns. 
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 Over the years, the Bank has undergone reforms to address these 
concerns, enhance transparency, and improve its effectiveness in 
promoting development. 

The World Bank classifies economies of 189 member countries and 28 others 
with populations of more than 30,000 for analytical purposes into four income 
groups: Low, Lower-middle, Upper-middle, and high income. For this purpose, 
it uses Gross National Income (GNI) per capita data in U.S. dollars, converted 
from local currency using the World Bank Atlas method, which is applied to 
smooth exchange rate fluctuations. The high-income economies are 83 in 
number, upper middle income and lower middle-income economies each 
have 54 countries. Low-income economies are just 26 in number and majority 
of these (22) are from Sub-Saharan Africa. India comes under lower middle-
income group. 

Table 12.1: Distribution of Countries into Various Income Groups. 

Category Countries 
High Income Group Economies 83 
East Asia and Pacific 15 
Europe and Central Asia 38 
Latin America and Caribbean 18 
Middle East and North Africa 8 
North America 3 
Sub-Saharan Africa 1 
Upper Middle Income Group Economies 54 
East Asia and Pacific 9 
Europe and Central Asia 16 
Latin America and Caribbean 19 
Middle East and North Africa 3 
South Asia 1 
Sub-Saharan Africa 6 
Lower Middle Income Group Economies 54 
East Asia and Pacific 13 
Europe and Central Asia 4 
Latin America and Caribbean 4 
Middle East and North Africa 8 
South Asia 6 
Sub-Saharan Africa 19 
Low Income Group Economies 26 
East Asia and Pacific 1 
Middle East and North Africa 2 
South Asia 1 
Sub-Saharan Africa 22 
(Source: World Bank, 2024-25) 

International Monetary Fund (IMF) 

The International Monetary Fund (IMF) is an international financial institution 
established to promote international monetary cooperation, exchange rate 
stability, balanced growth of international trade, and the stability of economies 
around the world. IMF classifies countries of the world into three major 
groups: 41 advanced economies, 95 emerging market and middle-income 
economies, and 59 low-income developing countries. Country groupings have 
been revised to broaden country coverage.  
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The seven largest advanced economies in terms of GDP (Canada, France, 
Germany, Italy, Japan, the United Kingdom, and the United States) constitute 
the sub-group of major advanced economies, often referred to as the Group 
of Seven (G7). Following are detailed aspects of the IMF: 

1. Formation and Purpose 

The IMF was established in 1944 at the Bretton Woods Conference held in 
Bretton Woods, New Hampshire, USA. Its primary purpose is to facilitate the 
stability of the international monetary system - the system of exchange rates 
and international payments that enables countries to transact with one another. 

2. Membership 

The IMF is an intergovernmental institution. Each member's financial 
contribution, or quota, determines its voting power and access to IMF resources. 

3. Governance 

The highest decision-making body is the Board of Governors, consisting of 
one governor from each member country, usually the finance minister or 
Central Bank Governor. The Board of Governors meets annually. 

Day-to-day decisions are made by the Executive Board, which represents the 
entire membership. The Managing Director leads the IMF staff and is 
appointed by the Executive Board. 

4. Financial Instruments 

The IMF provides financial assistance to member countries facing balance of 
payments problems. This assistance is often provided through lending 
programmes with conditions aimed at stabilising the country's economy and 
restoring macro-economic stability. 

5. Conditionality 

IMF lending is typically accompanied by conditions, known as "conditionality", 
that require the borrowing country to implement specific economic policies 
and reforms. These conditions are designed to address the underlying causes 
of the country's economic difficulties. 

6. Surveillance 

The IMF conducts regular assessments of global economic conditions and 
individual countries' economic policies through its surveillance function. The 
organisation provides policy advice based on these assessments. 

7. Special Drawing Rights (SDRs) 

The IMF issues an international reserve asset called Special Drawing Rights 
(SDRs), which is used as a supplement to its member countries' official reserves. 
SDRs are allocated to member countries in proportion to their IMF quotas. 

SAQ 4 

a) What is the primary purpose of World Bank? 
b) What is the purpose of IMF? 
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12.7 ECONOMIC GRAVITATIONS 

12.7.1   G7 

The Group of Seven (G7) is an informal forum of seven major advanced 
economies that meet annually to discuss and coordinate economic policies 
and global issues. The G7 consists of the following member countries: 
Canada, France, Germany, Italy, Japan, the United Kingdom, and the United 
States. The European Union is also represented at the meetings but is not 
considered a full member. Following are key details about the G7: 

1. Formation and Evolution 

 The G7 originated as the Group of Six in the early 1970s and included 
France, Germany, Italy, Japan, the United Kingdom, and the United States. 
Canada joined the group in 1976, making it the G7. The European Union 
began participating in the meetings in the 1980s. 

2. Purpose and Objectives 

 The primary purpose of the G7 is to provide a forum for the leaders of 
major industrialised nations to discuss and coordinate economic policies.  

 The G7 was born as a result of the huge economic problems facing the 
world in the 1970s. The first oil shock and the collapse of the Bretton 
Woods fixed exchange rate system had the world on tenterhooks. These 
were grounds enough for the heads of state and government to consult on 
international economic policy. 

 In the 1980s, the G7 extended its interests to embrace foreign and security 
policy issues. International challenges at that time included the long-
standing conflict between Iran and Iraq and the Soviet occupation of 
Afghanistan. 

 The meetings cover a wide range of global issues, including economic 
growth, financial stability, trade, investment, climate change, and 
geopolitical challenges. 

3. Membership 

 The G7 member countries are selected based on their economic 
significance, advanced industrialisation, and commitment to democratic 
governance. The group represents a diverse set of economies from North 
America, Europe, and Asia. 

4. Leadership and Meetings 

 G7 meetings are attended by the heads of state or government of the 
member countries. Additionally, finance ministers and central bank 
governors meet regularly throughout the year to discuss economic and 
financial matters. 

 The annual G7 Summit is the highest-profile meeting, where leaders 
engage in discussions and make joint declarations on global issues. The 
location of the summit rotates among member countries. 
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5. Agenda and Focus Areas 

 The G7 agenda is broad and covers economic, political, and security-related 
topics. Key focus areas include promoting global economic growth, 
addressing financial stability, advancing sustainable development goals, and 
addressing shared challenges such as climate change, public health, and 
cybersecurity. 

6. Coordination on Economic Policies 

 The G7 provides a platform for member countries to coordinate macro-
economic policies, exchange views on economic challenges, and discuss 
measures to promote stability and growth. Coordination often extends to 
issues such as exchange rates, monetary policy, and fiscal policy. 

7. Global Impact 

 While the G7 does not have formal decision-making powers, its influence 
is significant due to the economic size and political weight of its member 
countries. The outcomes of G7 meetings can shape global economic 
policies and responses to major challenges. 

8. G7 Presidency 

 The host country of the annual G7 Summit holds the presidency for that 
year and sets the agenda. The presidency rotates among member 
countries. The presidency plays a role in shaping the priorities and 
outcomes of the summit. 

In recent years, G7 meetings have gained attention for addressing pressing 
global issues, and the group's discussions can influence international policies 
and responses. The G7's role continues to evolve in the context of a changing 
global economic and geopolitical landscape. 

12.7.2   BRICS 

BRICS is an acronym for an association of five major emerging national 
economies: Brazil, Russia, India, China, and South Africa. These countries, often 
referred to as the BRICS nations, collaborate on issues related to economics, 
finance, and geopolitics. The BRICS grouping aims to enhance cooperation and 
influence on the global stage. Following are detailed aspects of BRICS: 

1. Formation and Evolution 

 The concept of BRICS emerged from a grouping of four nations (Brazil, 
Russia, India, and China) known as "BRIC". South Africa joined the 
association in 2010, leading to the adoption of the term BRICS. The first 
official BRICS summit was held in 2009. 

2. Member Countries 

 Brazil: A major economy in South America, known for its diverse natural 
resources and agricultural output. 

 Russia: A Eurasian nation with significant natural resources, particularly in 
energy and minerals. 
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 India: A large and rapidly growing economy with a diverse industrial and 
services sector. 

 China: The world's most populous country and the second-largest 
economy with a dominant manufacturing sector. 

 South Africa: The most industrialised country in Africa, with a diverse 
economy and rich natural resources. 

3. Objectives and Cooperation Areas 

 Economic Cooperation: Collaboration on economic issues, trade, 
investment, and financial cooperation is a central focus. The member 
countries seek to strengthen their economic ties and reduce dependency 
on developed economies. 

 Political Dialogue: BRICS facilitates political dialogue and coordination on 
global issues such as peace, security, and sustainable development. 

 Development Finance: The BRICS New Development Bank (NDB) was 
established to fund infrastructure and sustainable development projects in 
BRICS countries and other emerging economies. 

 Social and Cultural Cooperation: Efforts to enhance people-to-people 
ties, cultural exchange, and cooperation in education and science. 

4. BRICS Summits 

 BRICS summits are held annually, providing leaders of member countries 
an opportunity to discuss key issues, set priorities, and make joint 
declarations. The rotating presidency determines the host country for each 
summit. 

5. BRICS New Development Bank (NDB) 

 Established in 2014, the NDB aims to mobilise resources for infrastructure 
and sustainable development projects in BRICS nations and other 
emerging economies. It complements existing financial institutions such as 
the World Bank and the International Monetary Fund (IMF). 

6. Contingent Reserve Arrangement (CRA) 

 The CRA is a financial safety net mechanism established by BRICS 
countries to provide mutual assistance in case of balance of payments 
crises. It helps member countries manage short-term liquidity pressures. 

7. Cooperation in Global Governance 

 BRICS nations advocate for reform in global governance institutions such 
as the United Nations, the IMF, and the World Bank to reflect contemporary 
geopolitical realities and give emerging economies a greater voice. 

SAQ 5 

Write an essay on BRICS? 
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12.8 SUSTAINABLE DEVELOPMENT GOALS 
(SDGs) 

SDGs stand for Sustainable Development Goals. The Sustainable Development 
Goals are a set of 17 global goals established by the United Nations in 2015 as 
part of the 2030 Agenda for Sustainable Development. The SDGs are designed 
to address a wide range of global challenges and promote sustainable 
development across economic, social, and environmental dimensions. They 
build upon the Millennium Development Goals (MDGs) and are more 
comprehensive, covering a broader spectrum of issues. The SDGs aim to create 
a more equitable, inclusive, and sustainable world by the year 2030. 

The Sustainable Development Goals (SDGs) are of immense importance as 
they provide a comprehensive and integrated framework for addressing 
global challenges and fostering sustainable development. Here are some key 
reasons highlighting the importance of the SDGs: 

1. Holistic Approach to Development 

The SDGs cover a wide range of interconnected issues, including poverty, 
hunger, health, education, gender equality, clean water, climate action, and 
more. They take a holistic approach, recognising the interdependence of 
economic, social, and environmental dimensions of development. 

2. Global Collaboration 

The SDGs serve as a common global agenda that encourages collaboration 
among governments, international organisations, businesses, civil society, 
and individuals. Achieving the goals requires collective action and partnership 
at local, national, and international levels. 

3. Universal Applicability 

The SDGs are universal, applying to all countries, regardless of their level of 
development. This universality emphasises the shared responsibility of all 
nations in addressing global challenges and promoting sustainable 
development. 

4. Leaving No One Behind 

A central tenet of the SDGs is the commitment to leave no one behind. This 
means ensuring that development efforts benefit all people, including those in 
vulnerable and marginalised communities. The goals prioritise reaching the 
most disadvantaged and ensuring their inclusion. 

5. Focus on Equity and Inclusion 

The SDGs emphasise the importance of promoting equity, reducing 
inequalities, and addressing social injustice. They aim to create a more 
inclusive and just world where everyone has access to opportunities and 
enjoys their basic human rights. 

6. Environmental Sustainability 

Several SDGs focus on environmental sustainability, including goals related to 
clean energy, responsible consumption, climate action, and the conservation 
of ecosystems. This reflects the recognition that environmental health is 
crucial for the well-being of present and future generations. 
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7. Economic Growth with Social and Environmental Responsibility 

The SDGs promote economic growth that is inclusive, sustainable, and 
environmentally responsible. This challenges the notion that economic 
progress should come at the expense of social and environmental well-being. 

8. Response to Global Challenges 

The SDGs address pressing global challenges such as poverty, hunger, 
climate change, and infectious diseases. By providing a comprehensive 
framework, they guide efforts to tackle these challenges in a coordinated and 
effective manner. 

In summary, the SDGs are of great importance as they provide a shared vision 
and framework for addressing global challenges, promoting sustainability, and 
fostering a more equitable and resilient world. Their universality, focus on 
collaboration, and emphasis on leaving no one behind make them a powerful 
tool for shaping a positive future for humanity and the planet. 

SAQ 6 

When Millennium Development Goals did come to being? 

 

12.9 SUMMARY  

In this Unit, you have learnt the following:  

 Various economic groupings of the world. 

 The role and responsibilities of various economic groupings. 

 The economic groupings followed by United Nations, World Bank and IMF.  

 Sustainable Development Goals. 

12.10  TERMINAL QUESTIONS 

1. Which economic grouping developed after the first oil shock? Discuss its 
formation and functioning.   

2. Discuss in detail the World Banks groupings of the countries on economic 
basis. 

3. Differentiate between the World Bank’s classification and IMFs 
classification of countries into major groups?   

4. What do you understand by BRICS? What are the objectives and major 
cooperation areas of the member countries? 

12.11 ANSWERS 

Self-Assessment Questions (SAQ) 

1. Post colonial states have six main features. These are Independence, 
Sovereignty, Legacy of Colonisation, Formation of National Identity, 
Challenges of Nation-Building, and Global Relations.  



…………………………………………………...…………………………………………………………………… 

280 

Space Economy of International Systems Block - 4 

2. a) First world countries refers to the Western bloc of capitalist, 
industrialised nations during the Cold War often aligned with NATO. 

 b) Third world countries historically refers to nations that were not aligned 
with either the capitalist bloc or the socialist bloc during the Cold War period. 

3. a) ECOSOC aims to promote international economic and social 
cooperation and development. 

b) There are seventeen (17) Sustainable Development Goals established 
by UN. 

4. a) To provide financial and technical assistance to developing countries for 
development projects and programmes. 

 b) To facilitate the stability of the international monetary system. 

5. BRICS signifies association of five major emerging national economies. 
These are Brazil, Russia, India, China, and South Africa. It is created to 
enhance collaboration on issues related to economics, finance, and 
geopolitics etc. 

6. It came into being in 2015 as part of the 2030 Agenda for Sustainable 
Development. 

Terminal Questions 

1. Refer to sub-Section 12.6.1. 

2. Refer to Section 12.5 

3. Refer to Section 12.5. 

4. Refer to sub-Section 12.6.2. 
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