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1. Introduction1. Introduction

Both Asia and Latin America experienced 
serious financial crises.
Both regions recorded high rate of growth 
with sound macro-economic conditions after 
financial crisis and reforms
Common and different lessons Asia and Latin 
America learned from their crises and 
reforms could give us useful insight for African 
development



2. Latin America: 2. Latin America: 
Repeated Crises and RecoveryRepeated Crises and Recovery

1982: Debt Crisis in most of Latin American 
countries
Reforms in 80s and 90s
1994: Financial crisis in Mexico
1998: Financial crisis in Brazil
2001: Financial crisis in Argentine
2003-07: Recovery (6% growth per year, the 
highest rate since 70s) with lower inflation rate
LAC 7 (Argentine, Brazil, Chile, Colombia, Mexico, Peru 
and Venezuela) account for 91 % of LAC’s GDP
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Latin America: Latin America: 
Lessons learned from crisesLessons learned from crises

Improvement in fundamentals made Latin 
America less vulnerable to adverse 
external shocks and financial crisis.
Improvement in fundamentals allowed 
Latin America to sustain high levels of 
growth in last five years 2003-07. 
(Together with favorable external factors: 
strong world growth, high commodity 
prices and benign financial conditions)



LAC: Sound Economic and Financial LAC: Sound Economic and Financial 
PoliciesPolicies

Fiscal position: regions’ overall surplus of 
1.5% of GDP in 2007
At the peak of the previous expansionary 
period LAC 7 exhibited a fiscal deficit of 
0.9% of GDP
Brazil: a sizable primary surplus (overall 
deficit due to a high debt burden)
Other LAC 7: in balance or a surplus
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LAC: Lower debt levels and LAC: Lower debt levels and 
less risky debtless risky debt

Significant reduction in public debt levels: from 
51 % of GDP in 2003 to 35% in 2007
Debt riskiness has been reduced (Risky debt 
includes foreign- currency debt, short-term debt 
and variable interest rate debt)
Major improvement in debt composition: 
Foreign-currency debt in total public debt fell 
from 65 % in 1998 to 38 % in 2007
Maturity has been lengthened: Public debt 
maturing in the next twelve months has declined 
from 6.9 % of GDP to 4.8% of GDP
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LAC: Reduced Exposure LAC: Reduced Exposure 
to External Shockto External Shock

Improvement in the current account: LAC 7 
from a deficit of 3.0% of GDP in 1997 to a 
surplus of 2.2% of GDP in 2007
Strong build-up of international reserves
Pre-crisis: Previous expansions were 
associated with large current account deficit 
and thus, heavily dependent on a steady flow 
of external financing
Post-crisis: Exposure to sudden stops in 
capital flows has been mitigated
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Impact of the current financial Impact of the current financial 
turmoil to Latin Americaturmoil to Latin America

As mentioned, improvement in fundamentals 
made Latin America less vulnerable to 
adverse external shocks and financial crisis.
However, 
LAC have not “decoupled” themselves from 
advanced nations: Some of them are still fragile 
and affected by the current financial turmoil 
(According to Sebastian Edwards, Ex-chief 
economist for LA, WB), and therefore
Price of stocks lowered in LAC stock exchanges
LAC’s currencies depreciated
In some of LAC, cost of external financing soared 



Some of LAC “need to create a robust 
economy with a high and sustainable 
growth rate.” “Agility, dynamism, 
productivity and economic policies 
that promote efficiency and 
enterprises are required.” (Sebastian 
Edwards, Ex-chief economist for LA, WB)
LAC need to strengthen regional 
integration and cooperation to reduce 
their fragility



Competitive sectors and Competitive sectors and 
enterprisesenterprises

In the process of reforms after crises, 
competitive sectors and enterprises have 
emerged in Latin America such as:
Car and electronics industries in Mexico 
(due to NAFTA and other FTA or EPA)
Car, steel, electronics, agro-industry, etc. in 
Brazil
Natural resource related sectors, non 
traditional export sectors in Chile 
However, as mentioned above, economic 
policies that promote efficiency and 
enterprises are required



2. Asia: 1997 Financial Crisis and 2. Asia: 1997 Financial Crisis and 
Robust RecoveryRobust Recovery

The East Asian Miracle
1997 Financial Crisis
Reforms
Robust Recovery



East Asian Miracle

Source: ADB, Emerging Asian Integration, 2008
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Asia: Asia: Lessons Learned from the Lessons Learned from the 
CrisisCrisis

Reforms
Regional Cooperation and Integration
In this process, competitive sectors and 
enterprises have been expanded in Asia



Asia: ReformsAsia: Reforms

Sound Macroeconomic management
Sound fiscal policy
Limit public debt
Limit current account deficit
Other measures to prevent or reduce 
the risk of crises 
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Asia: MacroAsia: Macro--economic Soundnesseconomic Soundness
Attained by postAttained by post--crisis reformscrisis reforms

Low inflation rate
Lower fiscal deficit
Low public debt
Current account surplus
Increase of foreign exchange reserves
Lower non performing loans 
(Improvement of bank efficiency)



Source: ADB, Emerging Asian Integration, 2008
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Asia: Regional Cooperation and Asia: Regional Cooperation and 
Integration as Another Measure to Integration as Another Measure to 
Reduce Vulnerability to External ShockReduce Vulnerability to External Shock
and Enhance Competitivenessand Enhance Competitiveness

Trade policy coordination
Macroeconomic links
Intraregional trade
Intraregional foreign direct investment
Equity market
Tourism
In this process 
FTA and regional integration
Regional cooperation (such as Chang Mai Initiative)
Physical integration by regional or sub-regional 
infrastructure 



Source: ADB, Emerging Asian Integration, 2008
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Expansion of competitive sectors and Expansion of competitive sectors and 
enterprises after crisis both in Asia enterprises after crisis both in Asia 
and Latin Americaand Latin America

Economic Reforms made private enterprises 
more competitive in both regions
In Asia, in addition, market-led regional and/or 
sub-regional integration made private 
enterprises more competitive. (Strengthened 
“Flying Geese”) 









4. Implications for Africa4. Implications for Africa

Africa compared with Asia and Latin America
Recent growth rate: Africa’s growth rate 
is higher than Latin America’s growth and 
lower than Asia’s growth during 2003-07



Causes of African GrowthCauses of African Growth
The good news: many of the factors that have 
contributed to growth collapses in Africa have 
improved (Page, John, “Hunting for Leopards: 
Perspectives on Africa’s Recent Growth” 2008)

– Better economic management (lower inflation, 
etc.; however economic fundamentals remain 
weak)
– More competitive exchange rate
– Better institutions
– Better governance
– Fewer conflicts



Africa still remains vulnerableAfrica still remains vulnerable

In spite of high growth rate in last five 
years: The region remains vulnerable to 
outside shocks and changes in 
commodity prices  (Page, John, 
“Hunting for Leopards: Perspectives on 
Africa’s Recent Growth” 2008)



Then, How to Reduce Vulnerability Then, How to Reduce Vulnerability 
to External Shocksto External Shocks

In order to reduce vulnerability to external shocks:
Lessons from Asia and Latin America suggest the 
importance of:
Sound macro-economic management (Common 
factors of growth in Asia and Latin America in 
post crises period; certain progress in Africa)
Regional integration and cooperation (Specially 
relevant in Asia; some progress in Latin America)
Promotion of competitive sectors and 
enterprises (Specially relevant in Asian 
experience; some progress in Latin America)    



Asia has been successful in regional Asia has been successful in regional 
integration and cooperation: integration and cooperation: 
Implications for AfricaImplications for Africa
World Development Report 2009 mentions 
regarding Africa: “……transport links can help 
domestic markets grow.  And regional and global 
integration can promote trade.  Regional 
integration, labor mobility, investments in trade, 
communication and transport infrastructure, 
peace and stability should remain high on the 
agenda.  They can create good neighborhoods, 
and better neighborhoods will facilitate 
investment, trade, and factor mobility in a cycle 
of prosperity” (p.285)



Yokohama Action Plan (TICAD IV Yokohama Action Plan (TICAD IV 
Process) is important not only to Process) is important not only to 
attain selfattain self--sustainable economic sustainable economic 
growth but also to cope with crisisgrowth but also to cope with crisis

TICAD IV process will promote a “Vibrant 
Africa” and its accelerated economic growth 
and diversification through support of 
infrastructure development, trade, 
investment and tourism, and agriculture.  
(Yokohama Action Plan, p.1)



Infrastructure in Yokohama A.P.Infrastructure in Yokohama A.P.

Regional transport infrastructure
Regional power infrastructure
Water-related infrastructure
Enhanced involvement of regional 
institutions
Promotion of public private partnership in 
infrastructure



Trade, investment and tourism in Trade, investment and tourism in 
Yokohama A.P.Yokohama A.P.

Promote and expand trade
Encourage foreign investment
Assist private sector development
Promote tourism



Agriculture and rural development Agriculture and rural development 
in Yokohama A.P.in Yokohama A.P.

Enhance capacity to increase food 
production and agricultural productivity
Improve access to markets and 
agricultural competitiveness
Support sustainable management of water 
resources and land use



Thank you very muchThank you very much
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