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The “Economundo group” has discussed a variety of topics related to economy and the financial
sector. The name of our group is derived from spanish '‘economia’ (= economy) and 'mundo’ (=world)
reflecting the broad and international base of our point of view. This document is intended to give a short
overview and summary of our discussions. The following will be presented:

As a recent and most major event, several of our threads were concerned with the current
economic and Financial Crisis. We looked at its causes, the current developments and often found ourselves
wondering how we as fellows are affected by the crisis. In this document, we give an analytical overview on
the crisis, focus on impacts of the crisis on other countries and conclude with recent and future
developements.

Secondly, we looked at microcredits and how they can influence social development and
economic growth. We present praise and criticism and show how Microcredits have already influenced the
MF member countries.

The third major issue we discussed was a comparison of health care systems and health
related economy in general. We trace the relation between health and economy citing several examples that
we found during our discussions.

Introduction: The crisis began in the EU with a Subprime mortgage crisis that caused a deterioration in the
trust of consumers and unemployment, decreasing the consumption and producing decline in the economic
growth; the consequences were seen in Europe, Asia, America and the world. The Financial Crisis which is
referred to as ‘Credit Crunch’ or ‘Credit Crisis’ started in July 2007. In September 2008, the crisis deepened,
as stock markets world-wide crashed. Various Governments are trying to alleviate this financial turmoil.

Present Scenario: In Latin-America the impact is real. Specifically the impact in Latin-America is very
different from other countries, because not all the economies have the same structure. However according to
some writers in general it is possible to see these effects: And for countries with commodities, the impact will
be long term. As for China and Asia, the growth will remain at high levels in terms of price of various
products. The principle economic areas that have been affected are the market, tourism, remittances (money
sent home by migrants) and the investments. Actually, it is best to diversify economies and established an
internal market for growth and to resist the external crisis and its negative effects. On the other hand, in
Latin-America the lower the exchange rates, the lower would be the debt in dollars of the Latin-American
countries which in turn would help the government budget.

Hegemony in Economic Power: The economic crisis in the USA might have had people thinking whether
“This is the end of the US hegemony?* There are different perspectives with different viewpoints about the
hegemony in the economic power: Some economists says that the US holds the power and the financial
crisis will hurt China much more than the US. On the other hand, economists speak about a change in the
power of others countries (China for example). But there are other doubts in the minds of economists, e.g.
the role of developing countries in crisis resolution. China made it clear that the only step it is interested in
taking towards crisis resolution is making its economy stable. Thus it is taking a back seat in a crisis that
does concern its people.

Overview: It's remarkable how connected the systems of the different countries are with each other and how
much the whole economy depends on trust. It was most astonishing to know that banks could fail like normal
enterprises. Today, banks have introduced stringent rules. Frauds, bankruptcy, scams have ruled the
financial industry. Nobody trusts the other. Nobody knows who will fail tomorrow. But the point is, with no
money in the market how can the economies relax and market work normally again? Rethinking norms and
principles are the need of the hour.
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«“US catches a cold, the world sneezes": The current financial crisis not only laid US economy in a gloomy
scenario, but also has serious impact on other countries. Export-driven countries like China and India
experienced a difficult time in the tornado of global economic depression.

Economic Impact: The major impact is on global trading. During the past years, China has never
experienced any obvious decline of import and export until November 2008. In November 2008, the exports
experienced the first decline and import had decreased by 2.2%. In December, the exports decreased by
2.8%, the imports decreased by 21.3%. The labor-intense industry (for example fabric) experienced the
biggest loss. Almost the same and even more serious tragedy happened to India, too, especially for India’s
exports. The worldwide financial crisis has caused up to 70% fall in India's exports. Software, business
process outsourcing, knowledge management and ITES® services constitute a major chunk of Indian exports
and they have been affected majorly by the financial crisis. According to predictions by IMF, in 2009 the
growth rate of the US, Japan and Europe will decline by 0.7%, 0.2% and 0.5%. In such a background,
Chinese and Indian exports will inevitably undergo further decline. Other impacts, for example retrenching
assets by foreign investors and higher currency risks, also had negative effects on these countries. Despite
of exports, other MF countries for example Chile also experienced much difficulty on other areas like real-
estate.

National Reactions: However, people also consider economic depression as an opportunity. India and China
are seeking changes to face further challenge under a new global economic situation. For example, India
seeks to attract more foreign capital, because investing in India is more risk-free under such global
depression. The same thing is true in China, too. What's more, China is trying to adjust its economic pattern
to focus more on high-tech industry instead of current labor-intense industry. Chile, as well, is trying to create
more job vacancy and reform its education system. Anyway, every country is making efforts to fight against
economic depression and what we mentioned are only a few among them.

Summary: One of our discussions has been about the current economic crisis and its consequences on our
countries. Xingyun explained about how China has been long criticized for the strong hold of the government
on its financial system and how the banks and other financial institutions are mainly commercial in nature
and not investment oriented. Pragathi then threw some light on the Indian perspective by elaborating on how
the Indian economy is coping with the economic meltdown.

Future Developements: On comparison, we can see the differences on how these 2 nations have reacted to
the crisis and which domains of their economy have been affected the most. China, having a robust export
driven economy, is facing quite a predicament, while on the other hand, India - with its heavily US and UK
dependent software and BPO? industry - is on the brink of another catastrophe a la the Y2K due to
prospective mergers with larger companies and job-cut orders coming in from the US and UK. Apart from the
crisis itself many other internal and domestic issues tend to aggravate the existing financial situation. One
e.g. would be the impact of the Mumbai terrorist attacks in India and the Satyam fiasco and their
impending effects on foreign investments in India henceforth.

Proactive Reactions: Diana chipped in with how the German economy is managing to keep its head
above the water during these times. The german economy is none too less involved in the subprime crisis.
Many german banks too have gotten mired in the ‘poisoned assets’ cycle and the it is still uncertain as to
how much money has to be pumped in. The government has taken unique remedial measures to help the
automobile industry, too. Apart from the threat of the looming financial crisis and even though both nations,
China and India, are not likely to face a crisis as severe as in the US, there are a lot of issues to deal with
and complacency is not an option. Many feel that growing economies like these are in the best position to
take advantage of the situation and convert the crisis as an impetus to grow.

1. Information Technology Enabled Service, a categorization of process outsourcing based on the proximity to information technology.
2. Business Process Outsourcing
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History and Impact: Muhammad Yunus (born June 28" in 1940) is a Bangladeshi banker and economist. He
developed the concept of microcredits. Yunus and his Grameen bank are pioneers of microcredits for poor
people. In Bangladesh (1976), he realized a research project to examinate how to design a credit delivery
system to provide banking services targeted to the rural poor, with the intention of providing credit facilities
for these people. After the tremendous response in Bangladesh in the 1980's, his model was being
replicated all around the world among different conditions of the poor. In 2002 he was heard in Chile and
recognized the motivation of the country to change the reality of poverty. Muhammad Yunus was awarded
the 2006 Nobel Peace Prize, along with Grameen Bank, for their efforts to create economic and social
development. Aditionally, this system is considered to be a strong model in times when government is bailing
out banks falling during recession. He referred to the financial crisis and its effects and how his plan is
effective against the crisis, specifically the use of loans and credits.

Arguments of Microcredits: (1) Solidarity lending: People with same economic background, who are usually
not related to each other, are put together and work as co-guarantor. (2) Sixteen Decisions: The borrowers
are encouraged to adopt these values. E.g. education of children of the borrower is a part of this.

Advantages and Disadvantages: The Grameen bank supports a very small amount of money and for this
reason the people and the bank have a balanced business with low risk. Secondly, since each loan is
relatively small, once a loan cannot be paid back, it's not a big loss. At worst, it can easily be paid back by
other loans. However there are specific points of criticism: Like that the Women would borrow for their
husbands, credits would be repaid with the help of interest-based loans and microcredits and that this action
in general would fail to reach the very poor who are barely able to buy food and who additionally struggle
with structural problems like education or healtcare.® *

Examples: The JF-FSU decided to support the kiva.org microcredit project, as a part of a SSP, with money
that had been recently donated by Steffen Hoehne (Senior Fellow of FSU). They support people in Bolivia,
Cambodia and other countries.’

Conclusion: Finally, for Economundo: The Yunus microcredit is a good option but not the entire solution for
the recession and economic problems, because a more systemic solution is necessary (for example to
establish schools and education).

Relations: During our discussions, we've found out that poverty, health and economical growth of a country
are highly connected and strongly influence each other. The basis of every well working economy are
healthy people that are able to work, to produce and add up to the gross national product of the country. But
is it also connected the other way around? Do you need economical growth or funds in order to provide
health care systems? Let'’s find that out in the following discussion.

Basis for Health Care: There are many factors that influence the well-being of people. A very important
cause is the health care system whose organization is up to each country itself. The World Health
Organization declares that a good working system should provide health care to all their people equally to
maintain or restore their health, it should be fair and it should protect people for financial ruin in case of
sickness.

Comparison and the Role of Economy: However there are many differences in the quality of a health care
system. An interesting truth is that this characteristic does not depend on the amount people invest in that
system. Research shows that some of the most effective systems mainly depend on how they are structured
and how they use the funds. For example Cuba, a country with little financial resources and economical
growth, has a very well structured and efficient health care system. Its inhabitants have life time
expectancies like highly developed countries, the mortality statistic of children is the lowest in the world and
people tend to live more years without any disability. Cuba has a similar output like e.g. the US even though
Cuba invests only a small percentage of the amount the United States invests in their health care system.
Moreover everybody is assured in Cuba. They are treated equally and have the same access to health care.
Also the government finances 90 percent of all expenses of health care whereas the US has in addition to

3.Further criticism of Grameen bank: http://indiamicrocredit.blogspot.com/2006/11/right-wingers-criticism-of-yunus-and.html.
4 http://www.nytimes.com/2006/08/10/business/worldbusiness/10scene.html?scp=4&sg=microcredit&st=cse.
® More information at: http://www.kiva.org/lender/melton4542.
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high “out-of-pocket” expenses also high contributions to assurance. So we see that you do not need a strong
economy in order to provide good health care.

The Role of Health: It is up to the government to establish a good working system in order to have healthy
people. If people are healthy and do not miss days of work due to sickness or death companies might be
more likely to settle in that area than in countries where health care does not work very well. The more
companies invest in a country the more economical growth can be realised. Therefore it is very important for
a country to attract as much companies as possible. Healthy people are one good way to do it.

How Businesses Can Influence Health: Nowadays also companies have a lot of social responsibility.
Companies get bigger and bigger and some of them are established in more than 100 countries and make
more profit than whole nations. Therefore it is very important that especially international diversified
companies are aware of their responsibility. That they are responsible can be observed at the example of
Volkswagens effort in Africa. This company helps to improve the situation over there in fighting HIV. Another
example is Coca Cola. This company has built a whole village that is proper and provides medicine and
doctors all the time in order to produce their drinks in a disinfected and clean way. Both actions are taking
place in Africa. In most cases, government is not able to finance and provide a good health care system to
their people. Therefore it depends on external help. Since global players make a lot of nhowadays world
income | think they also should take responsibility of nowadays challenges in the world.

Surely companies do not act like that for pure sacrificially reasons. Next to reputation they have affordable
work force and in the long run they also gain shares of the market they help to built up by bringing
economical growth forward.

Health Care Industry: Health care also pushes economy forward by itself. Health care sector has become a
huge industry. Next to plastic surgery all kind of special treatments are offered. Another very economical
sector is health care tourism. People travel all around the world to get laser eye surgery, to get their wrinkles
reduces, their teeth made or to just get a plastic surgery. The market is growing and the business booming.
Especially in India it is a huge business that attracts Millions of people from the UK and the US every year.
Positive thing it is that due to competition and the fight about the costumer, treatment gets better, more
affordable and new technology is involved. On the other hand many of the countries that offer health tourism
have a bad infrastructure, language misunderstandings and bad sanitation, they could not be prepared in
case of emergency or intricacies and one has to think about problems on the long way back home to their
country.

Conclusion: Nevertheless this way of business helps improving health of people and with good preparation it
is good to have a world wide competition in the health care sector and possibilities that get broadened every
day to improve peoples health and bring economical growth forward. So we can watch that the whole world
is getting closer to each other and everybody can contribute their own piece of effort to live in a healthy way
and a healthy and developing world.®

It is apparent that the current Financial Crisis not only affects the economy, but that we
ourselves wonder how our lives are affected by it. The impact of the crisis can be felt — directly or indirectly -
in Chile, China, Germany, India and the USA alike: Unemployment, dropping exports and a disturbance of
financial circulation. Countermeasures range from investments and national protectionism to a call for more
regulation and international supervision. Our sincerest worries lie with wether the outcome for international
stability will be for better or for worse.

Microcredits are clearly a superior addition to traditional developement funding. The process,
which has already drawn much international attention, is established in several countries and running very
well. As with all non-profit institutions, transparency is needed most to ensure that help is arriving where it is
needed and not wasted on bureaucracy or lost due to inappropiate lending.

Health and economy are clearly dependent on one another: Health is beneficial for economy
and businesses have the ability to improve health. The main question is wether governments establish a
stable and equal access to health care for their citizens. However, the success of this endeavor seems not to
be solely dependent on economic strength — as one might think-, but also on structural factors.

6. For further information please see:

- http://www.globalpolicy.org/socecon/develop/health/index.htm
http://www.craegmoor.co.uk/news/industry/18894928/recession_could_increase_mental_health _problems.aspx
- http://www.kevinmd.com/blog/2009/01/will-medical-tourism-drive-domestic.html

- http://www.medical-tourism-india.com/medical_tourism_india.htm
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These three topics clearly form pressing issues of our modern world. In this document we have
summarized each one as well as our discussions around it. Our effort will hopefully serve as a first basis for
innovative strategies.

In the end of this document , can you see some cartoons about the current financial crisis and
the world and a little information about the message:
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Watch Corporale ExecsCompeteforCASH
& PRIZES in a brutal race forSurvivall

1) “US catches a cold, the world sneezes”

2) Many countries desperately try to keep their economy alive.

3) Tables turned: Latin America’s lesson for west. Financial times. For this writer is an example of the chilean
economy for the west in financial crisis. In the Blackboard is Andrés Velasco (Secretary of the Treasury in
Chile), with the fiscal responsability

4): “Are you crazy!"

5) “Current economic analysis”

6) Should government meddle with businesses — or is freedom the remedy of choice?

7) Does money mix with health care?

8) China (represented as a dragon) sneezes, the neighbour market catch a cold. Because it's a dragon, the
sneeze is represented as sneezing fire~ and the bull caught a fire

9) Available! - Me too!": There is a growing concern regarding unemployment and poverty.

11) China is “opening, going into global economy”.

12) No comments...

Sources:

http://blogs.publico.es/dominiopublico/files/2007/10/economia.jpg ( cartoon 1)
http://blogs.elmercurio.com/jimmyscott/ ( cartoon 2,5,9)

http://www.ft.com ( cartoon 3)

http://caringfamilies.wordpress.com/discussion-board/ (cartoon 4)
http://www.jaygeiger.com/wp-content/uploads/2008/12/bigthree-thumb.jpg (cartoon 6)

http://www.consumersunion.org/conv/nonprofit_health_inc/index.html (cartoon 7)
http://www.artizans.com/ ( cartoon 8 and11)
http://punditkitchen.com/ (cartoon 10)

http://teobaldopower.org/libretadeeconomia/wp-content/uploads/2008/05/banca_rota.jpg (cartoon 12)
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