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The global financial crisis began in the middle of 2007 and hit with full force in 2008, leading to the collapse of the stock market, banks and large corporations. Unemployment in Europe rocketed to a 10-year high of 9.5%, or 15 million, in July 2009, and the Eurozone officially entered recession in November 2008.

The response of developed countries has been to pursue massive and unparalleled government intervention; nationalising banks, injecting massive subsidies and funds into banks and corporations. Europe alone has proved capable of mobilising massive amounts of money for its banks. Over US$150 billion was mobilised for Northern Rock, Commerzbank and Dexia alone, more than double the amount of EU aid in 2009. 

We confronted this crisis with a multilateral system designed 65 years ago at Bretton Woods. Its age is beginning to show, and some people are saying it might be time to consider retirement.

This time, the system failed to warn us, or to stop the problem before a warning was necessary. The whole world felt the pain, to one degree or another. Back at the time of the East Asian crisis, ten years ago, ‘crony capitalism’ was blamed, because of the perception that success in business depends on the closed relationship between business people and government officials. It seems strange that we haven’t heard this phrase more often this time around. 

The rich and powerful continue to commit what would amount to criminal deeds if done by the poor, yet our governments continue to come to their rescue, refusing to hold accountable those responsible. Indeed, as of July 2009 82% of the newly loaned IMF resources had gone to European countries, and just 1.6% to countries in Africa.

It seems to many of us in the developing world that an insiders club got too comfortable - the people getting the biggest benefits got too intimate with the people making the rules!

When this happens, the answer is to break up the club. Or at least invite enough new members to ensure that it won’t be a return to business-as-usual.

We’ve taken some steps in that direction, but not enough. The solutions offered for this crisis are evidence enough. Astronomical numbers, into trillions of dollars, have been provided to bail out private banks. In Africa, where the crisis hit later, but hasn’t run its course, we are facing a triple challenge. 

- Firstly a fall in demand for the commodities our economies have become so dependent on;

- Secondly a withdrawal of foreign investment, out of anxiety or because it’s just not affordable anymore; 
- And thirdly a reversal of fortune for our migrants who left home in order to send back funds, but now realise that they were among the most expendable parts of the rich world’s economy. 
And what were we offered at the London Summit? There was the fabulous headline: $1.1 trillion to bail out the world’s economy. But for the low-income countries, what was offered? At the most $50 billion. Not a small number, but less than 5% of the total figure. True, we don’t have big banks to bail out, but we do have the world’s most vulnerable people, and their vulnerability was already heightened by the food crisis of 2007-2008. 

Need I remind you that today; over one billion people go to bed hungry every night. According to UNICEF, every six seconds a child dies due to hunger and related causes. The World Bank estimates that in 2009 alone, the financial crisis could result in the deaths of between 200,000 and 400,000 more children under the age of five, and if it continues, an additional 2.8 million infant deaths by 2015.

The world’s poor are reeling from the effects of a crisis that they did not cause, yet they have not been bailed out. This is not unconnected with the fact that development aid to agriculture as a percentage of ODA decreased from 16.8% in 1979 to 3.4% in 2004 and a substantial part of world grain ended up in petrol tanks rather than people’s stomachs because of the EU’s targets on agrofuels. We live in a world of such staggering contrasts: opulence and poverty; obesity and malnutrition; bail out and out in the cold. Ladies and Gentlemen, it’s time to open up the doors, because the poor are starting to freeze!

We need to shake up the clubs that make these decisions. All policies must take into account the people who work in the fields and factories of Africa and Asia, and not just those who wheel and deal on Wall Street and in the City of London. The G20 is, I suppose, 12 better than the G8. But as big as some of these 20 are, a lot of us are in the other 172. We didn’t elect the G20, or ask them to lead the world. They do not answer to us. We must all understand that no-one can represent us but ourselves, our system remains to be healed.

In the past decade, African economies have witnessed a lot of growth with many countries having an annual growth rate of over 5%. But this bubble has been violently burst by the economic downturn, with the IMF predicting that Africa’s growth will plummet to 1.5% in 2009.

ActionAid estimates that African economies will suffer a drop in real income of US$ 49 billion between the start of the crisis in 2007 and the end of 2009. As a result, governments will be left with less money to spend on fighting poverty. Unless this gap is filled, the situation of many people around the world will not improve!

As of mid-February 2009, advanced economies had pledged to support the financial sector with up to 43% of their GDP. This is over 100 times the average European ODA levels for 2008 (0,40%) and shows that meeting aid commitment and helping the poorest is not about lack of resources but about political will and prioritisation. Europe must respond to the every day crisis faced by poor people with the same political commitment. More importantly, we live in an interdependent world. A negative impact on one part of the world will sooner than later effect other parts.
So far this year Estonia, Ireland, Italy and Latvia have slashed or completely eradicated their budgets, Latvia by 100%, with more countries expect to follow suit in 2010. 

Many low-income countries have few alternatives to development assistance when faced with these large crisis-related declines in their export and fiscal revenues.  In this time of crisis, aid has never been more necessary to support developing countries. ActionAid and the NGO community therefore call on European leaders to keep their commitments on development aid. We must not cut one of the world’s poor’s few remaining lifelines!
ActionAid is therefore particularly concerned by the new so-called Whole of the Union approach which seeks to count non-ODA sources as part of Europe’s contribution to development. This will see the EU adding new types of flows towards the south to its ODA figures - flows with questionable impacts on development, such as counting export credits. In 2007-2008 over half of the UK’s export credits were focused on the defence sector. What real impact does this have on poverty eradication?

Furthermore the approach blatantly ignores the even larger financial outflows leaving developing countries and going to the North including the EU, such as debt repayments and illicit outflows).  All in all, this is nothing but an attempt by EU politicians to boost their faltering aid commitments, allowing those lagging behind on their ODA commitments to fix their figures!

This being said, the current financial uncertainty offers the opportunity to rethink the architecture of the global financial system. For too long governments in developing countries have prioritised corporate profit over citizens’ welfare. Now it’s time for real change, change that actually benefits the poor and not only the rich.

Tax revenues account for just 13% of low income countries’ earnings, whereas for developed countries, the figure is closer to 36%. Developing country governments essentially compete in a ‘race to the bottom’ for foreign investment, offering tax incentives to foreign companies who shamelessly seek to maximise their profits, whatever the cost. In reality, these mechanisms facilitate wide-scale international tax evasion and avoidance, which in a true ‘Robin Hood reversal’, robs from the poor to give to the rich, highlighted by the fact that developing countries are losing US$160 billion – or just over half of Swedish GDP - every year due to tax evasion by multinational companies.

ActionAid therefore calls on the international community to deliver on tax reform and help developing countries put an end to tax evasion and avoidance by multinational companies.
ActionAid’s ‘Accounting for poverty’ report notes that developing countries could raise an extra €135 billion (US$198 billion) a year by increasing national income tax revenue to at least 15%. This is more than all foreign development assistance combined, and enough to not only meet but exceed the annual MDG funding gap. The problem is that much of this revenue is lost through tax avoidance and evasion, given away in tax concessions to multinational companies, or not raised in the first place because of deficits in tax policy and administration. This extra money, added to the €81 billion ($120 billion) developing countries receive in aid, would dramatically improve the situation of millions of poor people in developing countries around the world.
Ladies and Gentlemen, the financial crisis is far from over. The world’s poor are reeling from the effects of a crisis that they did not cause. And what is being done to bail out the poor? Well, very little!

Whilst European countries are busy bailing out their banks, the world’s poor are losing their jobs, losing their homes and going to bed hungry, unable to feed themselves and their families. 

History has taught us that the wise policy-makers learn from the mistakes of their predecessors. This crisis has wreaked a trail of destruction and misery in countries both rich and poor. Let us bounce back even stronger with reformed financial institutions that do their jobs! Not just protecting the rich but delivering for the poor.

Now is the time to put the final nail in the coffin of ‘crony capitalism’ and deliver credible tax reform that puts an end to prioritising profit over citizen’s welfare. 

Over one billion people will go to bed hungry tonight, and every night until real reform is delivered and governments keep to their commitments. Ladies and gentlemen, it’s time for YOU to deliver!
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