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Introduction
The Commonwealth is an association of 54 independent countries –
mostly former colonies of Great Britain – with a total population of about
2 billion people that represents nearly one-third of the global population.
In this article, I discuss the nature of the global economic crisis, outline its
impact on Commonwealth nations, and provide suggestions with respect
to policies, strategies and programmes that can assist them to move forward in tackling both the problems that have been exacerbated by the
crisis and to prepare for future developmental challenges during the postcrisis period.

The nature of the crisis
What is remarkable in any review of the literature on the global economic crisis is that conventional economic wisdom prevailed in academia
and policy circles. Dissenting opinions were ridiculed and no attempts
were made to present innovative, path-breaking and forward-looking
approaches to economics, business and policymaking. The focus, as usual,
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was on accepted wisdom, but the crisis also heightened the weaknesses of
economics, especially of macroeconomics, financial economics and development economics (for a detailed discourse on this, see Chibba 2010).
Therefore, it is perhaps not surprising that Paul Krugman, the 2008 Nobel
Laureate in economics, declared at the 2009 London School of Economics
lectures, that much of macroeconomic theory over the past three decades
was ‘useless at best and possibly harmful at worst’. Notwithstanding
Krugman’s use of hyperbole, the fact remains that practitioners, scholars
and policymakers alike are also questioning whether academic economists
had the knowledge and the tools necessary to forecast the imminent
dangers to the integrity of the global financial system. Does a comprehensive model, for example, exist in economics to foresee an imminent
crisis and its possible global implications? As Luigi Spaventa (2009) of the
University of Rome and the London-based Centre for Economic Policy
Research has recently noted, there is no such model and ‘the list of those
who forewarned that risks to systemic stability were growing … is embarrassingly short’.
While economists of all stripes, and sadly the current gurus of economics as well, failed us in not foreseeing the eventual collapse of the financial
market system and the global economic implications of such a failure,
what do we really know about the nature of the crisis? There is considerable ongoing discussion of this subject. Some observers (e.g. Rustomjee
2009) are content to equate the nature of the crisis to its geographical
origin, the United States. Others would argue that such a viewpoint says
little or nothing about the roots of or the nature of the crisis, which calls
to question much broader issues. Indeed, as the International Monetary
Fund (IMF) recently concluded, the nature of the crisis was multifaceted:
‘At the root of market failure was optimism bred by a long period of high
growth, low real interest rates and volatility, and policy failures in … financial regulation … macroeconomic policies … and … global architecture’
(IMF 2009a, p. 1).
Furthermore, what led to hyper-capitalism and the crisis was, perhaps
above all, the pursuit of the neoliberal ideology, especially its various
manifestations as market fundamentalism, the Washington Consensus and
flawed laissez-faire governance systems for the financial and corporate sectors. It was this context that encouraged the financial system to promote
loose credit and engage in financial wizardry, facilitated by deregulation in
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