South-North Development Monitor (SUNS) 
#6704 Wednesday 20 May 2009



GLOBAL FINANCIAL CRISIS TAKING A PAINFUL TOLL

By Riaz K Tayob, Geneva, 19 May 2009 

Speakers at an UNCTAD public symposium on the global economic crisis and development called for significant international reaction to the current global financial crisis so that poor countries and people are not ignored. There were also repeated calls for significant reforms to prevent similar crises occurring in the future.

 

The two-day symposium began on Monday with speakers from the floor raising issues such as the effects of the crisis on human rights; potential social unrest in the least developed countries; why more government and international funding is not being dedicated to reducing high levels of unemployment; increasing inequalities in wealth around the world; the disproportionate impact on women of the global turmoil and resulting job losses; barriers to the transfer of useful technology to developing countries; and the potential for renewed food crises as the global downturn continues.

 

Participants came from civil society, academia, and the private sector, as well as from governments and parliaments.

 

Ambassador Dian Triansyah Djani of Indonesia, the President of UNCTAD's Trade and Development Board, chaired the session and said that it was timely to hear thinking and ideas on the crisis from outside the usual channels. He said that he has made a commitment to present the outcome of the two-day gathering to the President of the UN General Assembly and to the UN Conference on the World Financial and Economic Crisis and its Impact on Development, scheduled for 1-3 June in New York.

 

Opening the symposium on Monday, UNCTAD Secretary-General Dr Supachai Panitchpakdi repeated earlier calls for an "exit strategy" from the crisis for the world as a whole. "If things start moving in the Western economies, the rest of the world will not be cured," he said. "It will not be an automatic process that the rest of the world will start to recover. We cannot go back to the same old cycle of boom and bust. We cannot make cosmetic changes. We need to think about real reforms."

 

Supachai said that the key ingredients of the crisis have included a dichotomy between the lack of financial regulations at the international level and the tight disciplines imposed on the global trading regime; and overhasty financial deregulation.

 

"We need to think about people who aren't on Wall Street or Main Street but have no street to walk on," he said. "The impact of the crisis on developing countries will be tremendous."

 

He further noted that the World Bank has estimated a net shortage of capital flows to developing countries of $700 billion. ODA could decline by 30-60%, with declines also in remittances, tourism and investment.

 

Juan Somavia, Director-General of the International Labour Organization (ILO), said that the ILO has advocated a "global jobs pact" to face the unemployment issue and work in concert with economic stimulus packages. Jobs or lack of them are where ordinary people interact with the global economy, he said.

 

Unemployment worldwide grew by 14 million in 2008 and at this point probably has grown by 50 million. Even if growth comes back in 2010, unemployment will continue to grow till 2011, said Somavia. He also said that there was need for a fair and inclusive globalization.

 

Sha Zukang, Under-Secretary-General of the UN Department of Economic and Social Affairs (UN-DESA), said that his department, along with UNCTAD, had long warned that a crisis was coming.

 

"We expected it. But we have been surprised at its severity." Announcements that a recovery may begin as early as next year may be premature, he warned, adding that it is important for donor nations to honour their aid commitments to the developing world, even as they commit huge sums to domestic stimulus measures. "Don't say there is no money," he said. "If you make commitments, keep them."

 

He noted that many developing countries were not exposed to the financial turmoil, but are being hit by its aftermath. The channels of transmission amongst others include the markets, private capital inflows, surge in external finance costs, dramatic collapse in trade, a contraction in trade finance and decline in remittances.

 

Anders B. Johnson, Secretary-General of the Inter-Parliamentary Union (IPU), said that Parliaments "have some soul-searching to do" on why they did not have regulations in place to prevent the financial abuses that led to the crisis, as they were public monitors of their governments' management of national economies.

 

Tighter financial controls are needed, he said. "We must re-enforce the regulatory control of greed." A better balance also is needed between the functioning of markets and the overall well-being of countries and their peoples, he said.

 

Guy Ryder, Secretary-General of the International Trade Union Confederation, said the mood among trade unionists "is of anger and fear. Anyone who doesn't take seriously the danger of social instability is missing the point. The feelings of injustice out there are not misplaced. There are very real and genuine reasons for people to be angry. They fear, they feel, they know that they are the innocent bystanders in a crisis they have done nothing to create."

 

Celine Charveriat, Head of the Geneva Office of Oxfam International, said that as a result of the crisis, another 55-90 million people could be pushed into extreme poverty in 2009. This is on top of 130-155 million already reduced to that state in 2008 because of soaring food and fuel prices.

 

"Behind the headlines and big numbers, lives are being shattered," Charveriat told participants at the symposium's opening. 
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