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EMESs AT ST PETERSBURG SUMMIT

Petering out

With growth slowing, the BRICS countries may find G7 unwilling to concede ground on issues raised by them
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growth in the emerging market
economies (EMEs) might be shown
as further weakening. What impact
would suchascenariohaveonthe de-
liberations and the final summit de-
claration from an EME perspective?

Macroeconomic  stabilisation,
growth and jobs—which dominated
thefirsttwoG20summits at Washing-
tonDC andLondon, respectively—re-
turned to occupy centre stage in the
last two summits at Cannes and Los
Cabos inthewakeof theeurozonecri-
sis and fears of a double dip. These
concerns remain paramount despite
some improvement in the nearterm
data. Labour partici pationrates have
not recovered from their erisis lows,
and there are concerns about the
gualityof jobereation. Trendgrowth
may havealsomovedlower becauseof
some per manent lossof demand. Ac-
cording to IMF's WEO July update,
advanced economies are expected to
grow at just1.2% in2013. Evenif this
is revised slightly upwards by the
time of the summit, theyare growing
at only about half the pre-boom (1993-
2002: see table)rate.

Growth in developing countries,

1y an EMDE (emerging market and
developing economy) phenomenon,
asaresultof whichtheirgrowthdif-
ferential with advanced economies
almost quadrupled over the 1993-
2002 average. They also weathered
thefirst phase of theglobalfinancial
crisisremarkably well,

This recovery has however, tended
tostall after 2011, with the growth dif-
ferent iallowerthan what itwas inany
year in the post-2002 (boom) period.
Growth concerns have magnified
over the past few months by market
expectationsof imminentrollbackof
the abundant global liquidity arising
out of non-conventional monetary

There are two new issues on the G20 agenda on which
EMEs need to take a considered stand. The firstone
relates to non-conventional monetary policies
adopted by advanced economies, and the
management of their public debt. The second issue
relates to international tax matters

The caseof India, which hasallalong
been the second-fastest growing G20
economy perhaps bestillustrates this
down slide. Its nearterm quarterly
growth has fallen below 5%, and the
rupeeisfallingto new lows. Thesitua-
tionin several other EMEs is similar.

rum as the new premier forumfor in-
ternational economic cooperation,
taking over the baton from the G7,
was largely on account of the pro-
longed economic boom in EMEs that
accelerated the income convergence
between advanced economies and

less willing to concede ground or to
listen to the BRICS on matters raised
by them on issues such as IMF gover-
nance reform and the new quota for-
mula, especially since they have not
got what they wanted on issues such
astradeandclimatechange While all
theusual motherhood statements are
likely to be repeated in the summit
document, G20 campfollowers would
as usual need to delve deep into nu-
anced phrases and constructive am-
biguities that are a masquerade for
deepdivisions within theforum.

It may be recalled that the G20
turned to addressing structural is-
suessuch as global imbalances (Pitts-

the IMF, Worid Bank and the Finan-
cial Stability Forum. The timing of
some of these interventions, suchas
green growth, stronger social protec-
tion, and now ‘ Base Erosion and Prof-
it Shifting’, is certainly strange as
they canqueer the pitch for boosting
private investment and confidence
charging ‘animal spirits’—that is
necessary forasustainable recovery.
Beitas it may whileit isdifficult to
get any item off the international
agenda once it is on the table, there
aretwonew issuesontheG20agenda
in St Petersburg on which EMEs
needtotakeaconsideredstand, since
they stand to be hugely affected by
both. The first issue relates to non-
conventional monetary policies
adopted by advanced econom ies,and
the management of their publicdebt.
The second issue relates to interna-
tional tax matters. What stand they
could take on these issueswillbecon-
sidered in the second part of this ar-
ticle. Theextent to which theycan in-
fluence the summit outcomes at this
stageis, of course, another matter.

(Part II, on emerging issues,

on theother hand, isnow ataround  policiesinadvanced economies, pres- Would these developments dimin- EMEs. There is nowa dangerthat G7T  burgh), public debt management appears tomorrow)
the pre-boom average. The boom in  suring the financing of their current  ish the voice and impactof EMEsat  countries, who have been dragging  (Toronto), and development (Seoul) The author isacivil servant.
globalgrowthafter 2004 wasbasical- accountdeficitsandtheircurrencies.  thesummit? Thechoice of the G20fo-  theirfeetallalongontheissue, maybe  even before the global recovery had Views are personal
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