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Back and forth in Italy
Just when it seemed safe to take to the water, the ground at home began to shake
I

TALY has long been an oddity: economic giant and politi​cal pygmy. That the world's fifth-biggest economy should cut such a paltry figure on the world stage owes much to the chronic instability of its governments. With administrations coming and going every nine or ten months, there was never time to draw up a foreign policy, let alone implement one. Italians have never seemed to mind very much. They have influenced the world in other ways—through design, music, cooking and emigration.
Just recently, however, a foreign policy has been thrust upon them. Anarchy in Albania—which God placed a mere 80 kilometres (50 miles) from the heel of Italy—has sent refu​gees by the boatload across the Strait of Otranto and obliged the Italians to respond. Proximity and self-interest have com​bined to make Italy the obvious candidate to lead an interna​tional force to tackle the mess in Albania.
And Italy has been ready to do so, for, as it happens, it now has a government that is not utterly preoccupied with domes​tic considerations of manoeuvre and survival. It came to of​fice last year with the hope of serving a full five-year term and the prospect, therefore, of behaving like governments in other rich democracies, replete whh serious legislative pro​grammes and even foreign policies. Romano Prodi, the for​mer economics professor whose main task as prime minister seemed to be to balance the books, suddenly found himself

cast in the role of international statesman.
So it seemed, anyway, until this week. Then some old Ital​ian characteristics re-emerged. First came the reminder that Mr Prodi's government is not, after all, absolutely stable. In the Chamber of Deputies it relies on the votes of the Refounded (but unreformed) Communists, who do not ap​prove of foreign intervention. They vowed to vote against the force for Albania. No matter: the right-wing opposition sup​ported intervention—until, that is, a minister let slip that one aim in Albania was, in due course, to junk the right-wing pres​ident there. At that stage, Silvio Berlusconi, leader of the Ital​ian opposition, found the temptation to cause domestic mis​chief too great to resist. Under pressure from his post-fascist partners, he declared he would oppose the government's mo​tion in parliament, while inviting Mr Prodi to support his ail-but identical one. In the end, a joint motion was passed. But the price for this was that Mr Prodi had to promise to report to the president, which he duly did, in a public recognition that he had at least temporarily lost his majority.
Italy's foreign policy is still on the road, or at least the sea. The intervention force will go ahead. But, after this week's ca​pers., the life-expectancy of the government is in renewed doubt. Rome was not built in a day and nor, it is plain, wi 11 be any new Roman politicai system. Italy has taken one step for​ward, and one back. The oddity persists.
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New crises, new rules
The rich world's central bankers want common standards to help emerging economies deal with their banking crises. Help is certainly needed
T

HE sums are eye-popping: $250 billion spent cleaning up banking crises in emerging markets since 1980. That is roughly the annual output of Belgium, one of the world's top 20 economies. In Mexico alone, the banking crisis that fol​lowed the peso devaluation of 1994 is likely to cost Jose Public $30 billion. And for anyone who had hoped Mexico's mishap might be the last of its kind, disappointment arrives daily.
Thailand's banks have seen their bad debts grow alarm​ingly as the property market deflates. South Korea's are pay​ing for years of politically inspired lending to overstretched conglomerates. Banks in China, Indonesia and Vietnam are in trouble, while those in Malaysia and the Philippines could soon be if property woes continue to worsen. In all, as our survey after page 62 shows, banks in Asia (outside Japan) have bad debts approaching half a trillion dollars. And all this from the part of the world where you thought they had got the economy right. Banking problems have cost taxpayers dear. Unless they are dealt with soon, they could severely damage Asia's already tarnished miracle. But where to start?
Although the precise diagnosis varies from country to

country, there are two common symptoms of the Asian dis​ease. One is a culture in which borrowers are too often judged by their political connections, rather than their creditworth-iness. The other is weak regulation. In South Korea and Thai​land, supervisors' subservience to politicians has impaired their ability to cope with the problems when they first ap​peared, before it was too late. Most Asian countries let banks hide their loan losses behind warped accounting rules.    \
Enter the Basle brigade
In dealing with the problems of regulation, a new set of pro​posed banking rules is a useful starting-point. The idea comes from the Basle Committee of central bankers which this week published a list of 25 "core principles" of banking supervi​sion, designed to raise standards in emerging markets. The committee, which is responding to ever-louder calls for global financial policing, hopes that a final version will be ready next year. Signatories would then have to overhaul their supervisory regimes to meet the new standards.
Many of the committee's proposals are good ones. It
