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The current economic downturn, in an unexpected turn of events, is the
result of a crisis emanating from the world’s largest and most advanced
economy (the United States) rather than from the profligacy and mismanagement typically associated with developing and transition economies.1
In fact, when the sub-prime-induced problems broke out in the US in
mid-2007, the macroeconomic positions of numerous transition and developing countries, including China, India, Brazil and many of the world’s
least developed countries (LDCs), were quite robust (World Bank 2007a).
For example, the economic prospects for Sub-Saharan Africa never looked
brighter (World Bank 2007b; 2008a). For the first time in over two decades
the region’s GDP was growing at the same rate (5.7 % in 2006 and 6.9 %
in 2007, see Table 1) as that of the rest of the developing world – except
China and India. Private capital flows to Africa were nearing an unprecedented $55 billion by the end of 2007 and the region was finally able to
reduce its external debt (Ezekwesili 2009a; World Bank 2008b). It was
widely assumed that most developing countries would be able to ride out
the crisis afflicting OECD economies.
However, such optimism has proven to be false. The crisis has unambiguously and painfully underscored that, in today’s interconnected
world, no country is insulated from danger. The ferocious contagion, or
the ‘exogenous shocks’, from the advanced economies quickly became
There is broad consensus that the 2007–2008 crisis was triggered in the US financial sector, which had
misallocated resources to real estate by using exotic new financial instruments. In particular, the bulk of these
instruments, underwritten mainly with short-term debt, found their way (either directly or indirectly) into the
balance sheets of commercial and investment banks. This volatile combination exploded in mid-2007.
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Table 1: GDP growth 2006–2009 (%)

World
Advanced economies
United States
Euro area
Japan
United Kingdom
Canada
China
India
Emerging and developing economies**
Sub-Saharan Africa

2006

2007

2008

2009*

5.1
3.0
2.9
2.8
2.4
2.9
3.1
11.6
9.8
7.9
5.1

5.0
2.7
2.2
2.6
2.1
3.1
2.7
11.9
9.3
8.0
6.9

3.1
0.8
1.1
0.8
–0.7
0.7
0.4
9.0
7.3
6.0
5.5

–1.4
–3.8
–2.6
–4.8
–6.0
–4.2
–2.3
7.5
5.4
1.5
1.5

Notes
*Projected growth.
**Includes the African continent, Central and Eastern Europe, and the Commonwealth of Independent States.
Source: 2006–2007 figures compiled from IMF (2008b); 2008–2009 figures compiled from IMF (2009b).

global – putting the world economy in its most serious crisis since the
1930s. As Table 1 shows, growth in the ‘advanced’ or high-income countries declined from 2.7% in 2007 to 0.8% in 2008, and is projected to
contract further to –3.8% in 2009. Similarly, growth in the ‘emerging and
developing economies’ is projected to drop to 1.5% in 2009 from a robust
6.9% in 2007. In fact, since world trade volumes are expected to sharply
contract in 2009 for the first time since the 1982 recession, the impact in
the developing world may be more severe than anticipated.
Yet, even as residents of the rich countries are struggling through an
unprecedented financial turmoil, millions of people in the world’s poorest
nations are already facing grave economic hardship. After all, the financial
crisis comes hard on the heels of the global food crisis that was already
having a negative impact on food security and macroeconomic stability
in many developing countries, especially in the world’s poorest or ‘least
developed countries’. Between 2005 and 2007, commodity prices experienced unprecedented volatility and the price of nearly every major agricultural commodity sharply increased, creating a global food price bubble
(IMF 2009a). At its peak in the second quarter of 2008, world prices of
wheat and maize were three times higher than at the beginning of 2003
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