THE ROLE OF INDUSTRIAL COUNTRY POLICIES
IN EMERGING MARKET CRISES

Jeffrey Franke and Nouriel Roubini

November 2001

ABSTRACT

This paper consders policies of the industridized countries, asthey pertainto crisesin
emerging markets. Thesefdl into three areas: (1) their own macroeconomic policies,
which determine the globd financid environment; (2) their role in responding to crises
when they occur, particularly through rescue packages, which have three components --
reforms in debtor countries, public funds from creditor countries, and private sector
involvement; and (3) efforts to reform the internationd financid architecture, with the
am of lessening the frequency and severity of future crises. A recurrent theme isthe
tenson between mitigating crises that occur, and the mora hazard that such efforts create
in the longer term. In addition to reviewing these three areas of policy, we consder the
indtitutions through which the more powerful countries exercise their influence. We
conclude with a discussion of the debate over the Sins of the International Monetary
Fund, and proposas for reform.
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