G-20 stands for grow Pagel of 2

post-gazette.com NEWS / G-20 SUMMIT

Phitsburgh Post-Gazclte:

G-20 stands for growth

World leaders and finance and banking chiefs are likely to present a united economic front in Pittsburgh

Tuesday, September 22, 2009
By Len Boselovic, Pittsburgh Post-Gazette

How many finance ministers and central bankers idtdeke to end a global recession?

Presumably more than it takes to change a light.bAthd undoubtedly more than it did at the end arl&/ War Il, when
U.S. economic might made America the undisputeddieader.

The Group of Twenty gathering this week in Pittgffubrings together financial ministers and cereaikers from 19
countries and the European Union. Member countaege from those who generally called the shotise-United States
and its major allies -- to those whose growing ewoic might will reshape the way government leadasfion global
economic policy in the future -- China, India, Bland Russia.

The meeting occurs as enthusiasm wanes for thenfagket enterprise championed by former PresideniaRl Reagan and
former English Prime Minister Margaret Thatcher.

"The whole issue [back then] was that we shoulcehtaeprivate sector become a big player. That's nebgue any more
said Fariborz Ghadar, director of the Center fayh@l Business Studies at Penn State Universitysab@ollege of
Business.

"The vogue now is that the government should siggnd correct all the mistakes the private sedsrdotten us into," he
said.

The communique the G-20 issues at the end of thedlay meeting will, more than likely, avoid fingeointing and present
a united front regarding how to rejuvenate the gl@ronomy and restore confidence in financial r&xkt will probably
build on the measured statement G-20 leaders isHube conclusion of their November meeting in Wiagton: "We
agreed that a broader policy response is needseddlmn closer macroeconomic cooperation, to regtonwgth, avoid
negative spillovers and support emerging markehecoes and developing countries."

But behind the scenes, both in preliminary meetingedvance of this week's session as well as timoRétsburgh, thorny
issues will get a more candid hearing.

Among those sure to be heard are the billions lladoof debt the U.S. Treasury is auctioning tanahand other foreign
investors, and whether the value of those dollaied&nated securities is being undermined by thehmugsning federal
budget deficit. Last month, the White House sai&kjiected a cumulative deficit of $9 trillion fra2010 through 2019, $2
trillion higher than its May estimate.

"I'm sure China will quietly remind the U.S. thaey don't want irresponsible monetary and fiscdcggd said University
of Pittsburgh economics professor James H. Cassing.

Other sources of pressure on the U.S. dollar alBg@®t an airing, including the desire of Russilather countries tprice
oil, currently priced in dollars, in other curreesi U.S. consumers haaelirect interest in whether those mounting pness
devalue the dollar, said Duquesne University prditscience professor Kent F. Moors.

"As people start moving from the dollar as the exaye currency, more of the dollars that are hetdabwill come home;
and that's where we'll see inflation," he said.

Mounting U.S. budget and trade deficits, as welbther nations' own domestic political agendasgh@eompted some
countries to question U.S. economic leadershipt fakes it more important for Washington to hawtear, balanced
response to those challenges, Dr. Moors said.

"We have to take a more realistic view of our gositand advance our interests more effectively,irizéntained. "We need
a more consistent policy to do this, and nobodyashington is doing this."

He cited calls for increasing U.S. regulation dlifes trading as an example, predicting it willsamore of that trading to
move to exchanges overseas.

“Not only will it increase [energy] prices, but Wédse whatever control we have over it," Dr. Moors s
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Most of the groundwork has already been laid ferfdtrmal statement the finance ministers and ckbénakers will make
before leaving Pittsburgh.

"They basically will say we've decided to take stepturn the global economy around, that we'réngptic the global
recession will end quickly, and that emerging caestshould have more of a say in the mechanisrtiseaflobal system,"
Dr. Ghadar predicts.

The G-20 is the main vehicle these countries havprbmoting international cooperation on financiadl@conomic issue
so what they have to say will be important, Dr. €Dag said.

"When governments cooperate and move in the sareetidin, it can matter a lot," he said.

Dr. Ghadar believes that's not necessarily a gloiog t especially if you believe that the lggs/ernment interference in t
economy the better.

While many believe that government interventionvpreed last year's financial collapse from turnimg another Great
Depression, Dr. Ghadar cited research by Catatistsenior fellow Alan Reynolds. The think tankaslar says countries
where government spending is a greater percenfate gross domestic product have experienced s@rere recessions
than nations where the government accounts foralenpercentage of the economy.

"I think these governments should basically getajuhe way," Dr. Ghadar said. "That won't be auésin Pittsburgh
because they've already decided the governmeritlg gmdo everything."

Len Boselovic can be reached at Iboselovic@post-gazette.com or 412-263-1941.
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