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1. Introduction

Two forecasts for 2009 – one of a 9 percent decline in the volume of world trade
(WTO) and the second of an 80 percent fall in capital flows to developing economies
(Institute of International Economics) illustrate the severity of the threat to emerging
markets posed by the global recession. Furthermore, the IMF has estimated that there
will be a $100 billion shortfall in the availability of trade finance which will accentuate
the slump in global trade.

Far and away the two most important transmission mechanisms at work spreading
the contagion from the industrialized nations, where the crisis erupted, to emerging
markets are world trade and private capital flows. Because aid budgets are set some
years in advance, there is no immediate threat to aid disbursements to poor countries,
but the strong probability is that aid budgets will be cut, perhaps from 2012 onwards,
as donor nations are forced to come to terms with the fiscal consequences of recent
policies to stimulate demand in their countries, including rescuing banks and even
entire industries, as in the case of the US automobile sector.

It is simply impossible to quantify the impact and duration of the global downturn. In
a year the IMF has cut its global growth forecast from 3.9 percent (April 2008) to
minus 0.5 percent, to minus 1 percent (March 2009). In emerging markets, over the
same period, the Fund’s growth projection has been lowered from 6.7 percent to 2
percent. The most reliable available leading indicators of global economic activity
(Table 1) paint a uniformly gloomy picture, implying that there could well be further
downward revisions to come from the IMF and other official forecasters.

Table 1: OECD: Composite Leading Indicators. February 2009 (% Changes)

Region/Country Monthly Change
(Jan)

Monthly Change
(Feb)

Year-on-Year
Change

OECD area -0.9 -0.6 -9.7

US -1.4 -1.1 -11.8

UK -0.3 -0.2 -6.6

China -1.1 -0.7 -12.5

Russia -2.5 -1.9 -19.7

Japan -1.5 -1.5 -11.2

Germany -1.1 -0.3 -12.9

Source: OECD

Given the sheer impossibility of predicting either the severity or the duration of the
recession any attempt to assess the impact on emerging market economies and their
policy responses is shrouded in uncertainty. There are just too many unknowns. But
with those caveats in mind, some guestimates – they can be no more than that – can
be made of possible consequences and policy responses drawing on past experience.



Emerging Markets and the Global Recession

5

1.1. Four major lessons stand out:

(i) Over the last 20 years, recessions in industrialized countries have been
milder and less frequent while the duration of business cycle
upswings has lengthened.

(ii) Recessions caused by financial crises – as in the present – tend to be
deeper and last longer than those resulting from other shocks.
Recoveries tend to be slower and weaker because of depressed
domestic demand partly resulting from tight credit conditions and
cuts in public expenditure as governments seek to rebuild their
public finances.

(iii) Where the recession is a globally synchronized one, as in 2009, it tends to
be more severe and last longer while the subsequent recovery is weak
and exports contribute less to the upturn than in less synchronized
downturns.

(iv) In the past recessions associated with both financial crises and
synchronized global downturns have been particularly deep and long-
lasting. The IMF says that the six recessions in Europe since 1960
that fit this description lasted, on average, almost two years or twice
as long as the “average” downturn. Furthermore, in these recessions
GDP fell by more than 4.5 percent compared with 2.75 percent in
the average recession.

History suggests therefore that the recovery when it comes – say from mid-2010 –
will be relatively weak and that the contribution of both monetary policy, in terms of
credit expansion and net exports to the upswing, will be less potent than in many past
recessions.

2. Implications for Emerging Markets

Early in 2008 as recession fears grew, it was fashionable to argue that emerging
markets had decoupled from the industrialized economies and that not only would
they avoid the sharp slowdown expected in OECD economies, but they would
actually grow robustly enough to ensure that global GDP slowed but did not fall.
Those hopes died with the collapse of commodity prices, especially in the latter half
of 2008, and by February 2009 industrial production in emerging Europe had fallen
18 percent over the year. Capital flows to emerging economies, especially banking-
related, have fallen steeply while there has been a sell-off in emerging stock markets.

Countries most at risk are those that already have high bank lending exposure due to
past dependence on offshore bank borrowing to finance current account balance-of-
payments and/or fiscal deficits and those with high twin deficits on fiscal account and
in their external payments. The probability is that emerging market financial systems
and exchange rates will come under growing strain in 2009/2010. As bank loans to
emerging markets continue to contract, so such countries will be forced into the
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hands of the IMF, as Mexico has been already, or forced to tighten monetary policy,
raise taxes and curb public spending at precisely the time when their economies
require a fiscal and monetary boost.

3. Future Prospects

Since 2000, emerging markets have enjoyed above average growth of the order of 7
percent annually on the back of an unprecedented commodity price boom, very rapid
growth in world trade volumes and the explosive expansion of the Chinese economy
and, to a much lesser extent, India. In just 5 years (2002-2007) net private capital
flows to developing countries increased six-fold, expanding at the phenomenal rate of
43 percent annually. Going forward, it is highly unlikely – though not impossible –
that this conjuncture of favourable global conditions will be repeated in the medium-
term. Accordingly, realism dictates that the 2002-2007 period be seen as a once-off, a
blip, not a trend.

This is an unfashionable view. Prior to the onset of the recession, forecasts by both
the IMF and World Bank assumed a temporary slowdown in the form of a soft
landing for the global economy followed by a quick rebound to average growth of
around 6 percent annually for emerging markets as soon as 2010 in the case of the
January 2009 World Bank projection. But in the three months to April 2009 economic
forecasters revised their projections radically with the result that the conventional
wisdom, summarized above, is that it will take some years for the global economy to
return to the exceptional growth rates enjoyed between 2003 and 2007 when global
GDP grew 4.3 percent annually and developing country output expanded at almost
7.5 percent a year. This is because in the next two to three years neither of the two
growth engines that drove emerging market economies during the boom years –
private capital flows, especially FDI and bank lending, and world trade volume growth
of nearly 9 percent a year allied with the unprecedented boom in primary commodity
prices – is likely to provide the impetus of the recent past.

4. Commodity Prices: Where to Now?

Over the long haul, commodity prices have declined relative to those of manufactures
while the share of primary products in world trade has declined, both in industrialized
and emerging economies as a whole, as has the stock of global FDI invested in
primary industry.

Governments and entrepreneurs in Asia, in particular, correctly read the signs,
especially in the 1980s and 1990s, diversifying their economies from primary products
to manufactures and increasingly to services. Most African and Middle East
economies have, however, remained stuck in the slow lane of commodity
dependence. Their economies, especially those of oil and metal exporters, enjoyed five
years of above-average growth during the 2003-2008 commodity price supercycle
which, on current evidence, seems unlikely to be repeated in the medium-term on the
same scale and over the same extended duration.
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The most exhaustive analysis of recent commodity market trends is in the World
Bank’s 2009 report on Global Economic Prospects, which shows that even at their
mid-2008 peaks, real commodity prices, adjusted for changes in prices of
manufactured goods, were below their three historic peaks of the 20th century in 1917,
1951 and 1974. The Bank’s assessment is that over the next 20 years slower
population growth and weaker income growth will lead to a reduction in the trend
growth rate of global GDP. This in turn will translate in to slower demand growth for
commodities at a time not just of excess capacity in the sector, but when many new
projects, committed during the boom, are coming on stream.

A further downside is the state of the automobile and other heavy industries that are
major users of commodities. Massive excess capacity in the vehicle sector – demand
of between 50 and 60 million units in a global industry with a capacity of 95 million
units - is bound to translate into weak demand for metals in the next few years. There
will likely also be a reduction in the growth of oil consumption as the speed at which
developing countries “motorize” their economies slows.

A further key factor is that since the mid-1990s the long-term decline in commodity
intensities – the quantity of metals and energy required to produce a unit of GDP –
has been reversed, mostly due to the commodity intensity of growth in the Chinese
economy. This reversal will not last beyond about 2015, meaning that metal demand
will slow in tandem with global GDP growth.

The World Bank predicts that over the next 20 years supplies of “extracted”
commodities will remain ample. Accordingly, while commodity prices will not revert
to their depressed levels of the 1990s, they are unlikely to regain their recent peaks of
2006-2008. The lesson for semi-industrialized economies that still rely heavily on
commodity exports, as well primary product mono-economies in Africa – Angola,
Nigeria, DRC, Zambia, Botswana, Equatorial Guinea and Chad – is that they need a
new business model.

5. The Quest for Economic Diversification

Fortunately, a more nuanced interpretation of recent – and anticipated –
developments suggests that while accelerated globalization, especially since the mid-
1990s, poses new threats it also presents opportunities for emerging market
economies. With a handful of exceptions, such as the BRIC nations of Brazil, Russia,
India and China, few domestic markets in emerging economies are large enough or
dynamic enough to support the rapid output and employment growth that such
countries must achieve if they are to satisfy the aspirations of their electorates.

Both the macroeconomic development strategies of emerging market economies and
the business models in their enterprise sectors need to reflect this reality. Given the
limitations to domestic market expansion or reliance on primary product exports,
growth must be export-led or export-driven, which raises the spectre of head-on
confrontation and intense competition in global markets with new international
players and the multinational enterprises located in the BRIC countries and other
dynamic regions, especially, but not only, Asia. This in turn means that countries must
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diversify their export portfolios and reduce reliance on a relatively narrow range of
primary products and semi-processed items by moving up-market into fast-growing
consumer and industrial markets.

5.1. Can exporters diversify?

Recent explanations for the failure of many countries, especially, but not only in
Africa, to achieve export diversification focus on three core issues:

 Factor endowment

 Geography and

 Institutions

Factor endowment militates against export diversification, either because the
possession of rich oil, gas or mineral deposits skews the structure of incentives (the
tax system and the tariff structure) and the pattern of investment in the direction of
natural resource exploitation, or because the existence of a large, unskilled low-
productivity, low-wage workforce fosters investment in, and production of, low value-
added, labour-intensive manufactures. In a famous article – What you Export Matters
(2007) – Hausmann, Hwang and Rodrik conclude that: “Countries that produce ‘poor
country’ goods remain poor… (so) countries become what they produce”.

In other words, so long as policymakers adhere to static comparative advantage theory
– producing and exporting what they can do well today – their countries will remain
in the slow lane. In an increasingly-competitive global economy, export growth
depends on moving up the value-added ladder in two respects. First, moving out of
primary product and labour-intensive manufactures where demand growth is slow, to
more dynamic market segments in medium- and especially high-technology industries.
Second, within industrial sectors and sub-sectors, shifting activity to those links in the
value chain where value-added is greatest.

Both prescriptions are extremely difficult to satisfy. Normally, an economy is a
prisoner not just of its resource endowment, but also of its history. Path dependency
means that a country’s economic development path is a function of its history.
Countries like South Africa that have under-invested in human capital over a
protracted period will experience great difficulty in making the transition from
producing “poor country” goods to the kind of product in demand in rich and fast-
growth economies. Changing the development path, and with it the growth trajectory,
takes decades, not years because of the backlog in terms of highly-skilled personnel.
In Professor Michael Porter’s famous words: “Economic development is a marathon,
not a sprint”.

Formidable though this challenge may appear to be, there is some reassuring evidence
to suggest that a country’s skilled worker deficit may, in fact, be less of an obstacle to
export-driven growth than it might appear. The conventional wisdom of economic
development thinking is that productivity in emerging economies is low because
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labour is cheap and capital expensive. Consequently, employers substitute unskilled
and low-paid labour for capital as a result of which productivity is also low.

But in semi-industrialized emerging markets – Brazil, Russia and India – this
conventional wisdom is found wanting. Mckinsey Global Institute’s research in Brazil
found that approximately one-third of the productivity gap with the US was caused by
inadequate investment, not skills and education. Lewis (2004) contrasts the
performance of South Korea and Brazil, noting that Korea achieved growth of 8
percent annually on the basis of an investment rate of 33 percent of GDP. At first
glance, Brazil’s 19 percent investment rate would seem to condemn it to a much
slower growth path of no more than 4 percent, but says Lewis, if Brazil could improve
its capital productivity it could grow as rapidly as Korea with an investment ratio of
GDP of 26 percent. Capital productivity could be improved by reducing the cost of
investment goods, by opening up markets to free trade and competition, improving
the country’s costly and wasteful financial intermediation system and eliminating
budget deficits which reduced the pool of savings available for investment.

Lewis says Mckinsey research shows that education levels of the Brazilian workforce
are just an excuse for the country’s poor economic performance. In industries like
automobiles, banking and food processing Brazilian firms, using local labour, have
been able to match US productivity standards, leading him to a crucial finding of
importance to all emerging market governments: “The primary means through which
workers attain the skills to perform at the economic frontier is through on-the-job
training.” According to MGI research, regardless of the level of formal education,
workers all over the world can be “adequately trained on the job for high
productivity”.

This too is an unfashionable viewpoint, albeit a comforting one for emerging markets
such as South Africa, whose education deficit is substantial. Emerging markets do not
have to wait a generation or longer during which larger and better educational systems
are established. Instead, the solution lies in better management, training and skills
development in the workplace. It then becomes a firm-level challenge rather than a
government one, though clearly governments must play a central role in helping firms
to improve their skills base.

5.2. Does geography dictate a country’s growth path?

The role of geography is more straightforward in the sense that it is a given. Land-
locked economies and those distant from large and dynamic markets are
disadvantaged because the costs of exporting are greater as also are the costs of
importing essential inputs. There is little policymakers can do to counter these
problems other than by investment in infrastructure and logistics accompanied by
economy-wide measures to enhance worker and capital productivity.

5.3. Weak institutions and high transaction costs

The third explanation – weak institutions, and by extension, high transaction costs, is
where policymakers really can make a difference. The World Bank’s annual report on
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Doing Business provides an excellent starting point, by identifying where and how
firms are disadvantaged by red-tape bureaucracy and administrative inefficiency.
Often the administrative and political costs of levelling the business playing field are
small, but the benefits substantial.

Global experience, especially in Asia, demonstrates that countries can diversify their
export base, but endless tedious negotiations to secure trade preferences or lower
entry barriers in foreign markets is not the way to go. Yes, lower entry barriers would
be an advantage, but the history of preferential trading arrangements worldwide is
instructive. Asian, and to a lesser extent, Latin American countries exploited such
preferential arrangements much more effectively than their African counterparts.
Why?

The simple answer is that both their firms and their operating environments were
more efficient. Their economies were more competitive because they had a greater
number of competitive enterprises. Framed in this way the challenge to policymakers
is twofold. On the one hand they need to improve the business environment – what is
loosely called the investment climate – while also creating a more competitive
domestic market environment. Without competitive domestic firms, there is just no
way that a country as a whole can become competitive.

From a policy viewpoint, this means that fixation with trade liberalization, trade
preferences and access to industrialized country markets needs to be replaced by a
much tighter focus on domestic – behind-the- border – obstacles to export growth in
the form of malfunctioning domestic institutions and markets, especially labour
markets, weak infrastructure and low levels of productivity and competitiveness.
Governments need to adopt and implement strategies designed to boost productivity
and competitiveness by lowering transaction costs in their economies and reducing, if
not eliminating, obstacles to foreign investment.

Two other aspects of export diversification merit policy attention.

(i) International trade in services is growing much faster than merchandise
trade, providing new and higher value-added opportunities for
export diversification in such fields as tourism, finance, insurance
and healthcare. India is demonstrating that emerging markets can
develop competitive advantage in some of these high-tech fields,
notably healthcare and information technology.

(ii) Especially in Africa where intra-regional trade levels are very low – less
than 10 percent of total trade compared with ** percent in Asia and
in Latin America – there are many regional export market
opportunities currently being tapped by non-African suppliers,
initially from the EU, but increasingly from Asia, particularly China.
The danger is that regional trade agreements will divert rather than
create trade, because participating governments will seek high
external tariffs designed to protect regional producers from lower-
cost competition, especially from Asia. The net effect would be to
reduce consumer welfare because regional consumers buy protected
higher-cost and often lower-quality products rather than the cheaper
imported variety, priced out of the market by a high common
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external tariff. The solution is a low external tariff so that regional
economic integration is outward-looking rather than inward-biased.

5.4. Corporate Strategy

All too often in policy debates the role of firms and managers is overlooked because
the focus is on what governments can and should do. But because ultimately a
country’s competitiveness is determined by the productive efficiency of its enterprises,
corporate strategy plays a critical role in the process of export growth and export
diversification. With the explosive growth of global production sharing in the last 20
years a country’s export success depends increasingly on the location decisions of
multinational companies. Few today deny that foreign direct investment is a major
driver of technology transfer and improvements, job and skills creation and export
expansion.

The criteria on which location decisions are made are part industry-specific, part
location-specific and part task-specific, which means that there is no simple means of
assessing how policy might influence the FDI decision. Most investment intentions
surveys highlight the crucial roles of market size and projected future market growth,
though these may assume less significance where investment is resource-seeking in
nature – oil, gas, minerals and tourism – and where it is motivated by cost reduction
considerations or so-called efficiency-seeking investment. Some FDI is export
platform in nature whereby the multinational invests in Mauritius or Lesotho to
exploit cheap labour or more likely preferential access to the EU and US markets.
Frequently, motivations overlap so that an investment in China might be driven by
the size and growth potential of the domestic market, low production costs and
attractive regional or global export opportunities.

Given these criteria, the scope for public policy interventions to attract FDI is limited.
Almost all the survey evidence casts doubt on the efficacy of targeted interventions
such as special tax-breaks, wage subsidies or subsidized utility tariffs. From these
surveys, however, there is support for general investment climate and doing business
reforms that lower transaction costs and market uncertainty. Such reforms make sense
from an industrial policy viewpoint too because there is no need for the authorities to
try and pick winners but rather to focus on eradicating or minimizing obstacles to
doing business and administrative or bureaucratic conditions likely to reduce the rate
of return on investment. In contrast, interventions that seek to raise the rate of return
by limiting competition or granting preferential tax rates are undesirable because they
are costly in terms of tax efficiency and because they reduce consumer welfare, even if
they do create jobs and generate output and employment.

5.5. Outsourcing and Offshoring

In any event, contemporary investment decisions are increasingly strategic. The
decision to outsource an activity to a foreign country depends on a wide range of
considerations, primarily, but not only, costs. Often the outsourcer is wary of
intellectual property considerations – by locating an activity offshore is management
increasing the risk of dilution of its proprietary advantage in the form of its brand
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name, its quality and above all its technology? In this instance, governments can
attract outsourcing by strengthening their intellectual property protection legislation
while also improving transport and telecommunication logistics and reducing
transaction costs where at all possible.

5.6. Global Value Chains

Also strategic is the investor’s decision – foreign or domestic – in respect of value
chain participation. Although industrialized countries still account for most trade in
parts and components, the share of developing countries has grown to 35 percent of
exports of “intermediates” and 40 percent of imports. In 2003, world trade in parts
and components was valued at over $1000 billion or about a quarter of all global trade
in manufactured goods.

The establishment of global production networks or Global Value Chains (GVCs)
involves different actors spread across different locations spanning over many
countries. Participation in such chains not only provides opportunities for export
growth and diversification, but also for knowledge diffusion and development.

Today virtually all consumer products sold in rich countries are made at least partly in
offshore factories in the emerging markets, even those that required precision
manufacturing. The reality, however, for most emerging market participants in GVCs
is that they become “locked in” to the bottom-end of the process, performing simple
tasks with relatively low returns and with little opportunity for technological
progression up the value-added ladder. Over time too, as competition has intensified
with rapid industrialization, especially in Asia, so the bar for entry to GVCs is being
raised, making it more difficult for newcomers to break into these markets.

The challenge for emerging market policymakers is formidable. How can producers in
poor countries enter a GVC in a way that will lead to upgrading of the factory and its
progression from a purely “server” or “source” factory into a lead or strategic factory?
The main conclusion of a recent OECD report (2007) based on case studies in China,
Mexico, the Philippines and Turkey is that the combination of multilateral trade
liberalization and technological innovation creates opportunities for developing
country manufacturers not just at the low-end of the GVC but also in medium- and
high-technology industries.

The role of the state in promoting participation in GVCs is controversial. The
OECD’s conclusion is helpful. “Government interventions, rather than try to pick
winners, should focus as much as possible on strengthening and expanding the range
of the firm’s capabilities to produce more efficiently and engage in non-traditional
activities”. Once again the conclusion is that policymakers can maximize their
contribution where they concentrate on across-the-board investment climate reforms
that assist firms to enhance productivity, generate new ideas and products and access
foreign markets.
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5.7. Clusters

Both outsourcing and participation in global value chains involve the dispersal of
activities internationally. A different strategic approach, however, is that of cluster
formation, defined by the World Economic Forum as “geographic agglomeration of
companies, suppliers, service providers and associated institutions in a particular
field”. Examples include consumer electronics in Japan, high performance motor cars
in Germany, the Cairns tourism cluster in Australia, wine in the South-Western Cape
of South Africa and motor assembly and vehicle components in the Eastern Cape.

The overriding advantage of clusters is that they lower entry barriers making it
cheaper and less risky for new participants to set up, often small, businesses to service
other firms in the cluster. The cluster as a whole provides economies of both scale
and scope for all participants – an advantage that is normally available only to large
firms.

Over the long haul the development challenge is to transform an economy from one
in which individual, isolated firms, dependent on low-skilled workers and inherited
natural resources like minerals or oil, to one of enterprises interacting with each other
within clusters. By their very nature clusters create more sophisticated types of
competition in terms of higher-order advantages – technology, brand names, and
logistics as distinct from lower-order advantages such as natural resources and
unskilled labour.

Cluster formation is not a public policy activity. Ultimately it is private enterprise
actors whose conduct and strategies determine whether and how clusters will evolve.
The best public policy stance is a focus on creating a business-friendly operating
environment. Governments can play a supporting role but cannot create clusters
where none exist. Accordingly policy should not target individual firms but aim to
achieve collective efficiency. Much is made of the need for governments to foster
small- and medium-scale enterprises. Usually, SMEs are at a disadvantage not because
they are small, but because they are isolated. Clusters provide an ideal vehicle for
helping new firms escape the isolation that is a threat to business viability and survival
during their start-up phase. Clusters enable firms to share learning and experience
effects and increase flexibility by encouraging inter-firm co-operation and
specialization.

The abiding lesson is that policymakers have much to learn from private sector
management, underlining the need for close private-public consultation and co-
operation. Entrepreneurs need to “discover” products and processes that are
competitive in the market place, while also uncovering new market opportunities.
Politicians and bureaucrats need to “discover” what is holding business back and how
best public policy can foster productivity and output growth – possibly by
government funding research, including market research or promoting trade missions.
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6. No More General Theories

There is a great temptation for policymakers to look for models or experiences
elsewhere that they can replicate in their own economies. Invariably however,
business and economic models do not travel well. What is appropriate for China –
industry-led growth by exploiting low cost-labour, a huge domestic market, scale
economies and export expansion partly on the back of an undervalued exchange rate
– does not work in India where the service sector, not manufacturing, and domestic
consumption, not exports, are the main drivers.

The reality is that success is location-specific. Even if there were such a genre as a
unique “Asian Model” – and there is not because Japan’s experience was qualitatively
different from that of South Korea which in turn differed from Malaysian, Chinese
and Indian experience – conditions in Brazil, Russia, Indonesia or South Africa are so
diverse than there can be no simple replication of another country’s success. This is
not to say that one country cannot learn from the experience of another. Take China’s
successful policies in the field of infrastructure development – insisting that projects
be properly costed and their outputs appropriate priced, rather than seeking to
indirectly subsidize electricity users, or road-users. The net result is an excellent
infrastructure that attracts investors and lowers transaction costs.

Such experiences can be transferred across borders and continents. But this is very
different from seeking to transplant the entire Chinese or Indian model, with their
weaknesses as well as their strengths, to Africa or Latin America.

In any event, the success of any development strategy depends ultimately on the
response of private sector players – entrepreneurs, investors, lenders and corporate
strategists. If they are unconvinced, the strategy will not work. Convincing them is less
about targeted policy interventions, because entrepreneurs and investors are a
heterogeneous group, than about creating an investment-friendly environment more
likely to cater for the interests of all parties. As argued above, for some it is
outsourcing that is the attraction, for others it is cluster or value-chain participation. It
is simply impossible for the state to devise a “one-size-fits-all” strategy of industrial or
investment promotion.

The nearest approximation to such a strategy is a level playing field approach, though
politicians and policymakers being what they are, this approach seldom goes far
enough, especially post the 2009 recession trauma, when governments all over the
world are likely to become more, not less, interventionist. More regulation of banks
and financial institutions, tighter scrutiny and perhaps control of capital account
transactions in the balance-of-payments, greater efforts to reform the global financial
architecture so that the global economy is better managed by supranational agencies
set up under the aegis of the UN.

But in seeking to do good, there is always the risk of unintended consequences.
Arguably the best advice for policymakers committed to specific interventions
designed to achieve a particular goal is that they ask themselves whether their polices
will actually do harm. This means broadening the canvas of their scenario planning,
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taking cognizance of potential outliers or unintended consequences so that as many
eventualities as possible are taken into account.

Ultimately, governments and businesses are in the same boat seeking to discover what
is best for the economy and for their voters or shareholders. By eliminating
distortions, level playing fields improve the discovery process for individual firms,
while simultaneously making it easier for national policymakers to track the impact of
economic policy initiatives.


