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Devel op ing nations have hit the rocks

The dire situ ation on debt means there is no chance of elim in at ing extreme poverty without rad ical change
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It is nat ural for people to focus on prob lems at home. But it is also essen tial to take a wider
view. The suc ces sion of shocks — the pan demic, sup ply con straints, Rus sia’s inva sion of
Ukraine, soar ing infla tion and tight en ing mon et ary and fin an cial con di tions — have
adversely affected large parts of the world eco nomy, but the weak est coun tries and the
most vul ner able people within them, above all. All this has had (and will have) dire con -
sequences for eco nomic devel op ment, the alle vi ation of poverty and even polit ical sta bil ity
in poor coun tries. These chal lenges, which emerge clearly in the World Bank’s latest
Global Eco nomic Pro spects report must not be ignored. They cer tainly give its new pres id -
ent, Ajay Banga, a for mid able in-tray.

The World Bank’s sum ma tion of the con sequences of these shocks, made worse by the
longer-term slow down in the growth of world trade, rising pro tec tion ism, the build up of
debt and the worsen ing cli mate crisis, is grim. What can justly be called a “poly crisis” has
“dealt an endur ing set back to devel op ment in emer ging and devel op ing coun tries, one that
will per sist for the fore see able future. By the end of 2024, eco nomic activ ity in these eco -
nom ies is expec ted to be about 5 per cent below levels pro jec ted on the eve of the pan -
demic.” Worse, in more than one-third of the poorest coun tries, incomes per head will be
below 2019 levels in 2024. This will have far-reach ing effects: the impov er ished and insec -
ure will find it hard to improve their own human cap ital or that of their chil dren. Today’s
dis asters will radi ate far into the future.

As has long been the case, east Asia and south Asia are expec ted to per form rel at ively well.
But per form ance else where, not ably in Latin Amer ica and sub-Saha ran Africa, is fore cast
to be poor. Yet this has to be set in a longerterm per spect ive. The report indic ates that,
without China, incomes per head of emer ging and devel op ing coun tries have stag nated
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rel at ive to those in highin come coun tries since the middle of the last dec ade. The rel at ive
incomes per head of the low-income coun tries have stag nated for even longer. In brief, the
reduc tion in global inequal ity seems to have stalled. (See charts.)
The causes of this long-term stag na tion in rel at ive incomes are many and com plex. They
lie in domestic policy and polit ics, as well as in the global envir on ment. But one factor
must be rising pro tec tion ism and the slow down in the growth of world trade. Not ably, the
volume of world trade grew at an aver age rate of 5.8 per cent a year between 1970 to 2008,
while gross domestic product growth aver aged 3.3 per cent: trade was an engine of growth.
Between 2011 and 2023, the aver age growth of world trade was a mere 3.4 per cent, while
that of global GDP fell to 2.7 per cent. This is not deg lob al isa tion. But it is def in itely what
some now call “slow bal isa tion”.

Today, however, many of the most daunt ing chal lenges are fin an cial. The long-term accu -
mu la tion of debt, espe cially by low-income coun tries, is inter act ing with higher interest
rates and tur bu lent credit mar kets to cre ate ser i ous debt dif fi culties. As usual, these
include not just higher cost but reduced sup ply: credit, once again, is rationed. Thus, the
report notes that one out of every four emer ging and devel op ing eco nom ies has now in
effect lost access to inter na tional bond mar kets.

The evid ence sup plied on the impact of tight en ing credit con di tions is both strik ing and
dis turb ing. Since Feb ru ary 2022, the cost of bor row ing for C-rated bor row ers has jumped
by an extraordin ary 14.4 per cent age points. As a res ult, the growth fore cast for 2023 for
these coun tries has col lapsed from 3.2 per cent a year ago to just 0.9 per cent now.

Yet debt pres sures on the poorest coun tries are not a new phe nomenon. Net pay ments of
interest on pub lic debt as a share of gov ern ment rev enue in low-income coun tries have not
only risen sig ni fic antly since the pan demic but have long been above that of the aver age of
all emer ging mar ket and devel op ing coun tries. Sub stan tial debt relief is needed. Much of
that will have to come, in one way or the other, from China. Today, remark ably, bilat eral
debt owed by low-income coun tries to the high-income mem bers of the Paris Club has
become less than half that owed to non-Paris Club coun tries, mainly China.

The dire situ ation on fin an cing and debt has become press ing. There is no chance that
extreme poverty will be elim in ated without urgent and rad ical change. The same is true if
needed invest ments are to be made in cli mate mit ig a tion and adapt a tion. Nor is it con ceiv -
able that the prob lems of poor coun tries with weak credit rat ings will be addressed by the
private sec tor on its own. There is an over whelm ing case for urgent, effect ive and gen er ous
action.

Next week’s “sum mit for a new global fin an cing pact” in Paris offers a valu able oppor tun -
ity to make rapid pro gress. But it is import ant that such pro gress be made cooper at ively
with China. The needed changes must build on the recog ni tion that what is going on now
is as unsus tain able as it is undesir able. They must be addressed at the urgent needs of
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both people and planet. They must bring down the cost of exist ing debt and provide the
resources and risk-shar ing instru ments needed to gen er ate afford able fin an cing in future.
Yes, the shocks of recent years have made gen er ous and effect ive action more polit ic ally
dif fi cult in high-income coun tries. Frightened people become inward-look ing. But these
shocks have also, bey ond any doubt, made action more vital. Banga has inher ited what is,
if wisely used, an insti tu tion more valu able as a pul pit than as a bank. In these hard times,
he must use it well, to bring the world together to tackle these highly urgent chal lenges.



2023/06/23 9:41 New model of human it arian aid is needed for the Sudan crisis

https://digitaledition.ft.com/v99f/20230608/281883007737356 1/2

New model of human it arian aid is needed for the Sudan crisis

Financial Times Asia
2023年6⽉8⽇
Alex de Waal The writer is co-author of ‘Sudan’s Unfin ished Demo cracy’

Today Sudan is facing nation wide star va tion and state col lapse. Just four years ago, when
non-viol ent protests brought down the 30-year dic tat or ship of Pres id ent Omar al-Bashir,
the coun try seemed to have a bright demo cratic future within its grasp.

But the hopes of the tens of thou sands of Sudanese refugees and dia spora mem bers who
returned home were cruelly thwarted — by gen er als who sought power to sat isfy their
avarice and by a cyn ical inter na tional response that pandered to those sol diers in the name
of sta bil ity. However, there is a chance to respond to the cur rent crisis with a new fin an cial
model for dip lomacy and human it arian action.

Fight ing erup ted in the cap ital Khar toum in April, pit ting a con ven tional army headed by
Gen eral Abdel Fat tah al-Burhan against para mil it ar ies led by Gen eral Mohamed Ham dan
Dagalo, known as “Hemeti”. Since then, neither side has landed a knock out blow.

In the mean time, more than a mil lion have aban doned their homes. Already an estim ated
160,000 have reached Egypt. Even tu ally many will make their way to Europe.

In Khar toum — and increas ingly in other Sudanese cit ies — people are dying of star va tion,
thirst, heat stroke and untreated ill nesses in their own houses and apart ments. Doc tors and
health work ers are strug gling to keep hos pit als open. They need elec tri city, water, med ical
sup plies — and salar ies.

The con ven tional model for human it arian oper a tions is food con voys and emer gency med -
ical sta tions. Those may be appro pri ate for the crisis that is unfold ing in rural areas of
Dar fur, but star va tion in Khar toum war rants a rad ic ally dif fer ent approach: deliv er ing
cash dir ectly to people. For those who have money in the bank, this means mobile bank ing
using cell phones. For those who have rel at ives abroad, money trans fer ser vices. For every -
one, dir ect credit to their phones.

The tech no lo gies are tried and tested. Kenya has some of the most advanced mobile
money sys tems in the world. Somali money trans fer com pan ies have exper i ence in oper at -
ing where there’s no func tion ing gov ern ment. And aid agen cies have increas ingly moved
towards cash as the most effect ive form of assist ance. Sudan’s crisis demands that we take
this to scale.

Fin an cial dip lomacy can help unlock the polit ical crisis too. For the gen er als, the bat tle -
field is only part of the con test. The other more stra tegic part is money. Both sides need
huge mater ial resources to pur sue the war. The Biden admin is tra tion in the US imposed
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tar geted sanc tions on mil it ary-related busi nesses, but so far these meas ures are a tool
without a strategy.
A bolder step would be to sup port Sudan’s fin an cial tech no crats and set up an inde pend -
ent, civil ian-run bank ing sec tor. This could include a cent ral bank of Sudan inde pend ent of
each of the war ring parties. This has happened else where, includ ing Libya and (briefly) in
Yemen.

When Amer ican and Saudi Ara bian nego ti at ors met the war ring parties in Jed dah in early
May, the bel li ger ents rep res en ted them selves — not state insti tu tions. Neither par ti cip ated
as the “gov ern ment of Sudan”. There’s a vacuum wait ing to be filled. And on the basis that,
in this war, it’s the money men who are the king makers, that vacuum should be filled by
civil ian tech no crats.

Sup port from inter na tional fin an cial insti tu tions will be vital. Sudan will need a fin an cial
bail out and recon struc tion funds. The coun try’s donors and cred it ors should start by put -
ting those funds exclus ively under civil ian con trol.

Avert ing star va tion and state col lapse in Sudan requires cash-based human it ari an ism and
assert ive fin an cial dip lomacy. We owe it to the cour ageous Sudanese civil ians who brought
down a dic tator.


