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1.
Introduction

While the epi-centre of the Global financial and economic crisis is in the Wall Street with the developing countries having no role in causing the crisis it is also a fact that they are the ones that are suffering the most.  This can be seen in falling gross national incomes and declining GDP growth which had reached between 5 to 8% before the crisis and has now fallen to between 1 – 2%.  If we are all agreed that the major challenge of development and eradication of poverty is low economic growth then it is easy to appreciate the negative impact of the global financial and economic crisis.


The unprecedented global financial and economic crisis is already causing devastation on the global economy but this is even more catastrophic to millions of people in LDCs where their very survival is now under threat.  While developed countries have adopted policy measures/schemes to protect their businesses/people LDCs do not have the ability to respond effectively to such crises.

2.
Some examples of LDCs experiences in the global financial and 
          economic crisis


Developing countries, and especially the LDCs, are the most vulnerable in the wake to the global financial and economic crisis.  Some experiences which LDCs have faced so far include in the following areas:-
(i) Almost all LDCs are victims to production of a few and similar export products.  These range from coffee, tea, cotton and minerals.  Exports of these products/commodities are in raw form with little value addition and hence they fetch low prices in world markets.  


     With reduced revenues governments of the region which are cash-
      

          strapped cannot implement the needed projects and programmes 
 

          particularly in the social services, infrastructure development and on 

     governance which are key to creating the attractive investment 

          climate needed to attract increased Direct Foreign Investments (DFIs) 
  
     to these countries.  This leaves these countries to perpetual 

          dependence on Overseas Development Aid (ODA) which has also been 
      on the decline over the years and therefore attainment of the 


      Millenium Development Goals (MDGs) by 2015 will not be possible.  It 
      is also important to note, however, that ODA can only provide short-

      term solutions to the developmental concerns of these countries.  
           Instead it is investments that have the real potential to bring about 

      medium/long term development.

(ii) Trade financing credit to mitigate the supply side constraints is severely restricted due to the global financial and economic crisis.  This has left farmers with nowhere to sell their reason's product as the buyers, cooperatives and individual buyers still have previous stocks in their godowns.  They in turn cannot sell their stocks and cannot obtain further credit from their bankers because they have not paid their previous loans while the banks are reluctant to give more loans for fear of non-payment.  Under these circumstances every stakeholder turns to governments to come to their assistance to break this vicious cycle.  But for governments in the region whose financial ability is already tight this leaves the farmers doomed to collapse economically.  The acknowledged importance of diversification of commodities and value addition which are necessary to change the picture therefore remain difficult and hence this leads to a further decline in multi-product trade for LDCs.
(iii) Since the Hong Kong Ministerial in 2005 Ministers had called on the WTO membership of developed economies to provide Duty Free Quota Free Market Access (DFQFMA) to developing countries and especially LDCs to sell more to these markets.  The Ministerial Declaration further urged some developing countries in a position to do so also to open up their markets to poorer developing countries and especially LDCs.  Both developed and some developing countries like China, Brazil, India and others have since provided market access.  However, implementation of DFQFMA has achieved little success so far in view of the low productive capacity in goods and services that emanates from their supply side constraints.  To circumvent these constraints LDCs have been calling for increased financial support through Aid for Trade (AfT) and Enhanced Integrated Framework (EIF).  It is encouraging to note some positive developments in the way AfT and EIF resources have been stepped up.  However, a joint global review carried out by OECD/WTO on AfT in 2007 and 2008 has confirmed that most of AfT for those years went to non-LDCs.  Thus more resources will have to be channeled to LDCs from now on.
(iv) The global financial and economic crisis has also brought about temptations to some countries to adopt protectionist policies.  Evidence abounds to show that this development is prevalent in both developed and developing countries as evidenced in "The Global Trade Alert's pre-G20 Summit Report on Crisis-era protectionism" which has now been published and can be downloaded from the following page: http://www.voxeu.org/index.php?q=node/3995.  Protection is going on in various forms including tariffs; subsidies; quotas; imposition of restrictive certification procedures on imports; stringent standards and Rules of Origin; taxes e.g. on carbon emissions; etc.
          Protectionist measures are detrimental to all WTO members but even 
 


     more so to LDCs.  There is danger that DFQFMA that has been offered 
     to LDCs could be put on hold.
(v)
    The energy crisis, environmental degradation and climate 

          change



     As the global financial and economic crisis unfolded prices of energy 


    continued to skyrocket with the consequence that in the developing 

         countries including LDCs more forest degradation has been 

         experienced as heavier dependence on charcoal and fuelwood for 

        cooking and heating also increased while competition from agriculture 
        cultivation, logging and other forest uses continue unabated with long 
        term adverse effects to climate variability.

3.
Recommended Policy Responses to reverse the global financial               

          and economic crisis

There is urgent need to improve economic stability and prepare the ground for economic recovery.  This can be achieved through some of the following:-

(i) strengthen the multilateral financial institutions to improve terms and conditions of multilateral lending.

(ii) Marginalization of LDCs share in global trade of less than 0.5 percent must be urgently addressed; a firm commitment to the multilateral trading system through an inclusive and transparent approach to the Doha Development Agenda (DDA).  While bilateral and plurilateral consultations ongoing in the DDA are useful in helping to bridge the gaps in the negotiation multilateralism must be given more weight.
(iii) Early conclusion of the DDA is vital to reduce the lost opportunities to LDCs as the round continues to drag.  However, the development dimension must be at centre stage for any meaningful conclusion of the DDA.

(iv) For LDCs to be integrated in the world economy and the international trading system there is need for immediate and intensified implementation of the AfT initiative with LDCs being given priority; immediate implementation of EIF projects under their Diagnostic Trade Integration Studies (DITS); and

(v) LDCs have to undertake their own domestic responses in addition to ongoing global interventions, some of which are designed to assist LDCs.
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