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• Review of key issues relating to the global 

financial & economic crises and their impact in 

the context of development.  

 

• The implications for development finance. 

 

• The Challenges and opportunities for DFIs, 

particularly in the SADC region. 

 

A Brief Presentation In Three Parts 
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Review of Key Issues Relating to the Crises 

and its Ripple Effect 

• Financial crises have been historical where markets  
have followed a typified pattern of “displacement, 
euphoria, mania, distress and revulsion”.  

• However, the participation and impact has been 
enlarging from local to global for various reasons. 

• Each crisis has been a story of a few misdeeds and a 
disproportionate amount of misery for many. Obviously, 
the worst-hit are at the margins of life and livelihood.  

• Some developments (shift to free “markets”; liberalized 
trade, ICT; the Asian Crisis) brought-in a global 
framework and structured approach to strengthening 
financial markets and markets-supporting institutions. 
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• The unbridled faith in markets amidst weak and slowly 
reforming institutions led to enormous change in the 
nature of the financial sector. 

• The financial sector grew by itself with increasing 
disconnect with the real sector (in volumes, profits, 
compensations, innovations etc.). Much of it is now 
considered self-serving, futile as well as harmful – ( as 
observed by FCIC-USA; Lord Adair; LSE Centre etc.). 

• The financial crisis that emanated from the north atlantic 
region and engulfed the world has caused severe impact 
on social indicators and human development as 
estimated by reports of the ILO, UN and others. 
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• The connectivity between the financial crisis, economic crisis 
and the social impact is often down played.  But is real and as the 
FCIC, USA remarked “many people who abided by all the rules 
now find themselves out of work and uncertain about their future 
prospects.  The collateral damage of this crisis has been real 
people and real communities.  The impacts of this crisis are 
likely to be felt for a generation” (not just in the US but the entire 
world – as even the EMEs that seemed “insulated” / “de-
coupled” have been experiencing the lagged effect). 
 

• And as Ban Ki-moon observed: “While recently we have heard 
much in the US about how problems on Wall Street are affecting 
innocent people on Main Street, we need to think more about 
those people around the world with no streets”. 
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• The impact has been transmitted from multiple channels: 
 

– Official Development Assistance: G-8 reducing the target by over 20%.  

– The gross amount of GNI failing the target could be nearly 30% - 40%. 

– Remittances: Constituting twice the ODA but declined sharply after 
continues growth since the 40`s. 

– Exports: High impact in export dependent / high openness–to–trade 
economies, especially in labour intensive sectors. 

– FDI: Sharp decline in 2008 & 2009 and redirected much to EMEs.  
 

• Social impact estimated on school enrolment, malnutrition / 
undernourishment, child mortality, water, sanitation, public health, 
youth un-employment (perhaps, a lost decade at the most 
productive time in Africa.) 
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• On the same lines as during the Asian financial crisis, there is 
much postmortem into public policy; regulation / regulatory 
forbearance, (capture?), prudential standards, board oversight, 
risk management etc. 
 

• “Crony Capitalism” has assumed a new interpretation from that 
during the Asian financial crisis. 
 

• The limits of markets and the potential consequences of different 
types and levels of “marketistion” have been tested and lessons 
appear to be emerging.  These include rediscovering the key role 
of the state which has been under massive pressure to retreat for 
nearly three decades. 
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• In this light, it is apt to recall Stiglitz (2000), who 
questioned if the financial policies that affect the lives 
and livelihood reflect the interest and concerns not 
just of financial markets, but of businesses, small and 
large and of workers and the economy more broadly. 

 

• Also as Karl Polanyi (1944) reportedly said: the 
organization of society has indeed undergone some 
change. …“it means no less than the running of 
society as an adjunct to the market.  Instead of 
economy being embedded in social relations, social 
relations are embedded in the economy system”. 
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The Implications for Development Finance, in 

General 

• In many ways, the focus on MDGs and financing development 
conceived by the UN system has been brilliant and timely to bring 
the degree of refocus required. Conceived during better times they 
are indeed a lighthouse in listless and dark times. 

  

• The international and regional efforts at innovative sources of 
development finances, canalizing them vis a vis the MDGs, 
reemphasizing the broad-based approach to sustainability etc. have 
contributed to a structure and framework that may leverage on 
high-level opportunities and lessen the potential adverse impact. 
 

• There is, perhaps, realization also of the current dynamics in the 
direction of financial flows, the underlying asymmetries, the risks 
of protectionism, reduced ODA, and their combined impact on 
development goals. 
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• For instance, McKinsey Global Institute study on financial 
globalization (March 2013) reveals: 
 

– Fall in the global financial markets, which grew from a depth of 120% 
relative to GDP in 1980 to 355% of global GDP in 2007 by by 54%  
points now. Slow down of annual growth which was 7.9% from ‘90 – ’07 
to just 1.9% since then. 

– 60% decline in cross border capital flows from the peak in 2007. 

– 3.7 trillion USD decline in cross border claims by Euro zone banks since 
2007. 

– 15.4 trillion increase in government debt securities since 2007. 
 

• However, there seem to be some signs of “resetting” in terms of 
the rising share of global capital flows to EMEs, increased 
corporate bond issuance, higher FDI flows as % of total flows, 
higher south-south investments etc. 
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• Key Implications? 
 

– Declining social, economic and sustainability conditions in 

target groups ( regression)? 

– Greater need for finance and increased pressures ( esp. 

infrastructure & value-chain financing)?. 

–  Increased risks (and NPL)? 

– Redirection / reduction of private flows operating in the 

development space? 

– Reduced resource flows and fund raising opportunities (  

from Government, FII and markets)? 

– Others…..? 
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• The MGI study seems to suggest that there could be a hope for resetting 

the financial globalisation from the recent retreat. By resorting to  

regulatory reform, more openness, capital market expansion, promoting 

cross border flows, improved information flows and market 

mechanisms and by creating new financing mechanisms for constrained 

borrowers. 

• “In an era of bank de-leveraging, funding for large investment projects, 

infrastructure, and SMEs may be in short supply in many counties.  But 

policy makers could promote the development of new financial 

intermediaries and instruments aimed at filling gaps in the current 

landscape.  Public-private lending institutions and innovation funds, 

infrastructure banks, small-business lending programs, and peer-to-

peer lending and investing platforms can increase access to capital for 

underserved sectors.  These actions will become more urgent in an 

increasingly credit-constrained world” (MGI - March 2013). 
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The Challenges and opportunities for DFIs.  

• There was a time when a “death sentence” was passed for 
National level DFIs (NDB)  in the Asian context. Many have 
considered the options of transformation to commercial banking, 
divestment of state ownership and expanding the mandates to non 
core areas. 
 

• At one level the future appears dim with the notable reversal of 
capital flows, the fiscal deficit, the competing demands on policy 
makers during economic constraints, tighter control / 
encroachment into decision making in state-owned DFIs etc. 
 

• Contrarily, there is evidence that post-crises, development finance 
has come center stage now, especially due to the need for efficient 
and effective delivery of resources to the vulnerable target groups, 
the increased role of the state and its ownership and regulation in 
markets, the focus on broad based sustainability goals etc. 
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• History shows that innovations, turnarounds, unique 
product-market strategies, path-breaking service 
delivery etc., occur under compulsive situations. 

 

• Leadership often blooms under adverse conditions – 
may also bring out “strategic intent” into play. 

 

• Can the DFIs discern the environment closely and 
take steps to reposition themselves? Focus on 
“scope”? 
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• Three Leading Questions: 
 

– What insights do we have into the changing contours of the 

global financial system, flows, opportunities and risks that 

may get transmitted to the country and to the DFIs, in the 

immediate and medium term? 

 

– How can the DFIs influence the policy environment in 

which they operate? 

 

– In what ways, can they take the opportunity to reinvent 

themselves under different economic and policy scenarios? 


