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GLOBAL CHALLENGES

Prof. DVG Krishna

The world economies are posing daunting challenges before policy makers
and administrators. There are wide disparities among the rich and the poor
and the rationale behind the enormous wealth accumulation is being .
questioned. Welfare of the poor is a crying necessity in the third world. The challenges
mainly relate to resource crunch, sustainability, health, education and inclusive growth.
These key global economic issues should form the basis for recommending policy action
to achieve solutions to the burning problems facing the world economies at present.

The global economy is in a precarious new phase. Global activity has weakened and
become more uneven. Confidence among Nation states has fallen sharply, and risks are
growing. Financial bankruptcy in major nations of the developed world contributes to the
gloomy scenario. The demand in the U.S. economy stalled, the euro area encountered
major financial turbulence, and global markets suffered a major sell-off of risky assets.
The structural problems facing the crisis-hit advanced economies proved more intractable
than expected, and the process of devising and implementing reforms turned out to be
much more complicated than was anticipated. The outlook for these economies is bleak.
Real GDP in the advanced economies is projected to expand at an anemic pace of about
2 percent, helped by a gradual unwinding of the temporary forces that have held back.
However, this is based on the assumptions that European policymakers will be able to
contain the crisis in the euro area periphery and the U.S. policymakers would be able to
strike a judicious balance between support for the economy and medium-term fiscal
consolidation, and that volatility in global financial markets will not escalate further.

The developing world lags in progress on targets related to food and nutrition, with rates of
child and maternal mortality still unacceptably high. Increases in international food prices
have stalled progress across several of the development goals. Nutrition and other targets
relating to reducing extreme poverty and providing access to safe drinking water are still to
be achieved. Targets on education and ratio of girls to boys in schools are within reach. In
India the Right to Education Act has just come into existence. It is of course questionable
whether subsidized education can create suitability for competing in the job market because
there is a gestation period for reaching the stage of competition. In several other poor
countries even such a basic initiative is still awaited. Every developing country has the
potential to grow to become a middle-income or even a high-income country in one or two
generations, if their economies could be supported by right policy frameworks to facilitate
the development along the lines of that country’s comparative advantages. Fast and
sustainable economic growth needs both a competitive market system and a facilitating
state. |t is true that, in the emerging economies viz. the BRICS (Brazil, Russia, India, China
and South Africa) nations, prospects for market economies have brightened up.

Hence economic growth is expected to remain focal point especially in economies that
can counter the effect on output of weaker foreign demand with less policy tightening. In
the light of emerging capacity constraints and policy tightening, growth rates in emerging
and developing economies are expected to consolidate to a still very solid pace of about 6
percent. World Economic Outlook projections further indicate that overall global growth
will moderate to about 4 percent. A long term solution for the ailing economies requires
commitment by governments to provide better services (education and health care) to the
poor and eradicate economic inequalities.

ANIMAL SPIRITS of investors facilitate wealth accumulation.

L
























