
 

 

 

Developing Countries and the Global Economic Crisis: Sources of Vulnerability and 

Recovery 

 

The global economic crisis started in the advanced economies but eventually spread to the 

developing world. However, the way the developing countries have been affected by the 

crisis varied considerably. The recovery of the developing countries from the global crisis 

also varied. While some economies are still in recession, some experienced a quick upturn 

after a deep slump, and some other economies have just started to decline. This study seeks 

to explore how the global economic crisis affected the developing economies by 2009 and to 

find out why some were more deeply sunk by the crisis compared to the others through a 

cross-national analysis of developing countries. It will also look at the recent situation of 

these countries and try to evaluate their progress after 2009.  By looking at the domestic 

factors especially in trade and finance areas that would transmit the crisis, this study will try 

to determine the sources of vulnerability in developing countries to this major external 

shock and also sources of strength which help them evade or recover from the crisis. It is 

proposed that too much dependence on international trade and foreign capital is a 

disadvantage during global economic disruption as they are the major channels of 

contagion. Yet, later foreign capital might also have contributed to the revival of some 

developing economies –at least temporarily –as this volatile capital no longer has safe places 

to flow in the advanced world. Therefore, some specific domestic conditions such as type of 

exports, current account balance, level of reserves, or level of short-term debt may mediate 

the effects of the crisis, but at the same time it is still the force of globally mobile capital 

which determines the fate of the developing economies.  
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