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As the COVID-19 crisis unfolds, the significant, negative impacts in developing countries become increasingly 
apparent. The unique nature of the crisis, combining a supply and demand shock, has triggered a global recession 
that, through multiple channels (Figure 1), is increasing poverty and vulnerabilities and eroding development progress 
in the developing world ([DEV/GB(2020)8]). 

Figure 1.The multiple impacts of the COVID-19 crisis in developing countries 

 

Source: Own elaboration, based on OECD, 2020a; IMF, 2020a; WTO, 2020a; UNCTAD, 2020a; OECD, 2020b; World Bank, 2020a; ILO, 2020; 

World Food Programme, 2020; World Bank, 2020b; OECD, 2020c. 

1.1 The evolution of the crisis: a changing geography  

COVID-19 quickly spread from Asia to Europe but its current epicentres are Latin America, the US, Russia and India. 
Europe became the hotspot for COVID-19 at the end of March, and although numbers stabilised in the middle of the 
year, infection rates are once again rising rapidly across several countries. Despite Asia’s prior success in containing 
the virus, a resurgence in cases began in late July; India stands out as the country with the second-most cases in the 
world. The number of cases in Latin America has been steadily increasing and it is now the region with the largest 
share of COVID-19 cases, despite stringent confinement measures still in place. In contrast, the virus has spread 
slower in Africa than in other regions, although some countries like South Africa have started to see a resurgence of 
contagion rates after lockdown measures were eased (Figure 2).  

1 The impact of the COVID-19 crisis on developing 
countries 

https://one.oecd.org/document/DEV/GB(2020)8/en/pdf
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Figure 2 Regional share of COVID-19 cases (Total deaths per region) 

 

Source: Our World in Data (2020), based on data from the European Centre for Disease Prevention and Control (ECDC). Last consulted on 

30 September 2020 

Healthcare systems under strain 

COVID-19 has placed the developing world’s health and sanitary capabilities and infrastructure under immense strain. 
Shortages of medicine, equipment, care facilities and personal protective equipment for healthcare workers and the 
general population, combined with a lack of doctors, nurses, and medical scientists, constrain the ability of many 
governments in Latin America, Africa and Asia to fight the virus. For example, South Africa, which has one of Africa’s 
best resourced public health systems, has fewer than 1,000 intensive care beds, of which 160 are in the private sector, 
for a population of 56 million (Burke and Okiror, 2020). Access to hand washing facilities is also critical, as this is one 
of the top preventive measures recommended by WHO. In West Africa, more than a third of the population has no 
access to hand washing at home (OECD, 2020d). 

Plunging economic growth 

As the year has progressed, estimates of the pandemic’s economic impact have worsened. Persistent uncertainty 
continues to cloud the economic outlook. Current estimates for the contraction in global GDP range from -4.5% to -
5.2%, a marked difference from the expected growth from 2.4% to 2.9% predicted in January, and a further downgrade 
from April estimates of a 3.0% contraction in GDP worldwide (OECD, 2020a; IMF, 2020a; World Bank, 2020c). 
However, the most recent OECD projections suggest a slightly more optimistic outlook due to easing of confinement 
measures and re-opening of businesses, with estimates up from - 6% in June to a projected contraction of - 4.5% in 
September (OECD, 2020a).  

The recession is taking a significant toll on growth prospects across the world. While the economies of the US and the 
Euro Area are expected to shrink by about –3.8% and –7.9% respectively (OECD, 2020a), Latin America’s is expected 
to contract by about -9.1% (ECLAC, 2020); the Middle East and Central Asia by -4.7% (IMF, 2020d) and Sub-Saharan 
Africa by -3.2% (IMF, 2020e) (Figure 3). Emerging and developing Asia is expected to be the least impacted, with an 
estimated growth rate of -0.8% (IMF, 2020a). Further downturn in expectations notwithstanding, a rebound in global 
GDP of between 4.2% and 5.4% is expected in 2021 (IMF, 2020a; World Bank, 2020c). Nevertheless, these global 
numbers mask considerable differences across countries, with upward revisions in China, the United States and 
Europe, but weaker-than-expected outcomes in India, Mexico and South Africa (OECD, 2020a). In most economies, 
the level of output at the end of 2021 is projected to remain below that at the end of 2019, and considerably weaker 
than projected prior to the pandemic, highlighting the pandemic’s long-term economic impact. 
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Figure 3 Forecasts of GDP growth by region, 2020 

 

Source: Own elaboration based on IMF (2020b; 2020c)  

1.2 The Human Costs: Rising poverty and deepening inequalities 

The spread of the coronavirus, combined with large-scale confinements and workplace closures, has had a 
disproportionate impact on the most vulnerable. COVID-19 will push between 71 and 100 million people into extreme 
poverty (USD 1.90 per day), while the number of people surviving on less than USD 3.20/day is expected to rise, by 
between 170 million and 220 million people (Gerszon et al., 2020). Workers in the tourism and retail sectors and those 
in professions that cannot be undertaken remotely have suffered the most. Informal economy workers throughout the 
world, but especially in developing countries where informal employment dominates, have been hit particularly hard. 
Social distancing and self-isolation have been difficult to manage in contexts of high informality and poor living 
conditions, while “stay-at-home” policies in the absence of safety nets and social protection have threatened the 
livelihoods of informal workers and the very survival of poor communities. Millions of people have lost employment 
without any access to income support: a lack of coverage for most workers in the informal economy is one reason that 
55% of the world’s population is not or is only partially covered by social protection (OECD/ILO, 2019).  

A gender-regressive shock 

Women have been more severely affected by the pandemic, potentially widening the gender gap in the labour market. 
Women in the informal economy are the most vulnerable, especially due to lower wages and lack of access to social 
protection, as well as the unpaid activities for which they are typically responsible. From street vendors and domestic 
workers to subsistence farmers, over 80% of women in non-agricultural jobs work in informal employment in South 
Asia, 74% in sub-Saharan Africa and 54% in Latin America and the Caribbean (UN Women, 2016). The economic 
shock is also disproportionately affecting women entrepreneurs in developing countries (WTOb, 2020). Small 
businesses owned or managed by women have higher closure rates partly because of their small size, limited cash 
reserves to cushion the lockdown-induced liquidity shortages and overrepresentation in sectors most strongly hit by 
the crisis (Borino and Russo, 2020). Women’s unpaid workload has further increased, reducing the already scarce 
time they can dedicate to paid activities (OECD, 2020e). 

A widening education gap 

The COVID-19 crisis has also exacerbated education gaps. School closures affect households differently depending 
on their access and capacity to use digital technologies. For example, the pandemic has shed light on the persistent 
digital divide in Latin American households. Only 34% of primary, 41% of secondary and 68% of tertiary education 
students have access to an Internet-connected computer at home. Studying online is difficult for students from poor 
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and vulnerable households. For instance, less than 14% of poor students (those in households earning less than 
USD 5.5 per day, PPP 2011) in primary education have a computer connected to the Internet at home, versus more 
than 80% of affluent students (i.e. those in households with more than USD 70 per day, in PPP 2011 terms) (Basto, 
Cerutti and Nieto, 2020). 

School closures are also detrimental for girls, as the risks of early marriage, adolescent pregnancy and permanent 
school dropout increase as they lose access to the support networks that schools offer. Research from West Africa 
shows that school closures during the Ebola epidemic led to increased pregnancy rates for girls aged 12-17. This rise 
in early childbearing was in turn closely linked to lower school re-enrolment rates after the crisis. In addition, evidence 
from Ethiopia and Uganda shows that negative household income shocks often lead parents to smooth consumption 
by prioritising investment in boys’ human capital, at the expense of girls’ education. Civil society estimates suggest 
that 500,000 more girls risk being forced into child marriage in 2020 as a result of the economic impacts of the 
pandemic (Save the Children, 2020). 
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2.1 Fighting the sanitary emergency: from closed borders to full lockdowns 

Proper sanitary and confinement measures have been effective in reducing the total number of cases of COVID-19 
globally. A number of success stories have emerged where early action and innovative measures kept the number of 
cases comparatively low, for example in Viet Nam or Sri Lanka where, until recently, no local COVID-19 transmissions 
were reported for almost three months. Comparatively low infection rates in African countries are also remarkable. 
These experiences confirm that it is possible to manage and reduce infection and deaths in developing countries if 
appropriate measures are taken. At the same time, many developing countries face serious financing constraints that 
reduce their ability to mitigate the socio-economic costs of the pandemic. 

Increased testing is a crucial means of controlling and containing the spread of COVID-19. The testing capacity of 
many developing countries is low, with challenges centred on collection and testing of samples. In Africa, the testing 
rate is lower than 500 tests per 100,000 people; in the LAC region, countries like Brazil and Peru have rates of 
1,000 and 4,000 per 100,000 people respectively, which are still well below those of OECD countries such as the 
United States’ rate of 8,300 per 100,000 (FIND, 2020; Americas Society Council of the Americas, 2020). However, as 
new, cheaper tests are being developed and more laboratories are being opened in African countries, numbers are 
expected to increase. 

The novelty of the pandemic required governments to take extraordinary measures to face the sanitary emergency, 
but with unequal effects across countries. Almost all countries have implemented lockdowns, closing schools and 
taking other social distancing measures. Evidence confirms that lockdowns limit the spread of COVID-19 infections 
considerably (Born, Dietrich and Muller, 2020) while the implementation of physical distancing interventions (such as 
quarantines) is associated on average with an overall reduction in COVID-19 incidence of 13% (Islam et al., 2020). 
However, the value of lockdowns and other social distancing policies is heavily tilted towards more advanced 
countries. The marginal value of an increasingly suppressive policy stance – moving from social distancing to full 
lockdown and suppression – is relatively small in poorer developing countries with high levels of informality (Barnett-
Howell and Mobarak, 2020).  

Countries across regions have shown different approaches to fighting the pandemic. Countries in Asia were the first 
to take action to contain the COVID-19 outbreak within their borders, due to their proximity to the origin of the 
pandemic, and have been steadily relaxing measures subsequently. According to the University of Oxford Stringency 
Index, which compares the strictness of government policy responses based on 17 indicators1, the majority of Asian 
countries fall between 40 and 70 on the index, as of September. In Africa, several countries are currently above 70 on 
the stringency index, including South Africa, Angola, Algeria and Ethiopia with strictly enforced confinement and travel 
bans in place. Other countries in the region such as Senegal, Ghana and Egypt enacted curfews and limited large 
public gatherings and international travel from early March but did not enact full lockdown measures. In the LAC 
region, Argentina and Colombia have closed international borders and ordered a complete confinement of the 

                                                
1 The Index (https://www.bsg.ox.ac.uk/research/research-projects/coronavirus-government-response-tracker) records 

the number and strictness of government policies. It should not be interpreted as ‘scoring’ the appropriateness or 

effectiveness of a country’s response. 

2 Immediate responses: A tale of two crises  
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population, with the strictest enforcement in the area surrounding the capital cities. The duration of these confinements 
has been amongst the longest globally (Oxford University, 2020). 

2.2 The economic crisis: financing support measures for workers and firms 

The full impact of the pandemic and the economic crisis is yet to be known, but estimates reveal a dramatic shock, 
calling for exceptional measures. The OECD estimates that, for each month of strict containment measures, annual 
GDP growth would decline by up to 2 percentage points (OECD, 2020f). The contraction in global trade associated 
with COVID-19 exceeds that which followed the Global Financial Crisis, reaching -27% in the second quarter of 2020 
(UNCTAD, 2020b). The IMF projects that the crisis will imply a cumulative loss to the global economy in 2020–21 of 
about USD 12.5 trillion. On the employment front, the ILO estimates that the crisis has destroyed the equivalent of 
495 million jobs worldwide during the second quarter of the year and 345 million in the third (ILO, 2020).  

Developing countries have implemented measures to contain the socio-economic impact of the pandemic but reaching 
the most vulnerable remains a challenge. Several countries have sought to expand and adjust their social assistance 
programmes to support vulnerable and informal economy workers. Prior to the crisis, social assistance programmes 
in LAC covered a significant portion of poor households, but close to 40% of workers were not protected by any social 
protection arrangement (OECD et al., 2020). New programmes have been rapidly deployed across developing 
countries throughout the pandemic, regardless of the income, assets, or prior contributions of the recipient. Often, 
these programmes provide time-limited targeted cash transfers to groups who are outside existing welfare 
programmes and whose incomes were directly affected by compulsory confinement (e.g. Colombia, Morocco, 
Philippines). In some cases, cash transfers were complemented by temporary public work programmes. 

While these short-term emergency programmes can be an important source of income security in the short-run, they 
do not address the longer-term needs of informal economy workers. The longstanding vulnerability in the informal 
economy limits the ability of informal workers to cope with risks that may occur throughout the lifecycle. Moreover, 
income risks have escalated during confinement and will remain very high in the post confinement period as many 
important sectors for informal economy workers have been devastated.  

Subsidised credit lines, tax deferrals and utility relief have been put in place for the most affected businesses, but their 
fiscal sustainability could be problematic, putting businesses and jobs at risk. Many businesses were put under stress 
as lockdown brought on both supply and demand shocks. In particular, several SMEs, which employ a large 
percentage of the workforce in developing countries, have depended on government support to remain operational 
until business can resume. Most government measures have focussed on SMEs and the tourism, aviation and public 
events sectors in order to prevent bankruptcies and facilitate salary payment. Despite these efforts, in LAC, 
some 2.7 million firms – or 19% of the total and mostly micro companies – are likely to close (OECD et al., 2020). Asia 
sees a similar pattern, with 68 million jobs at risk (Asian Development Bank, 2020; OECD, 2020b). The African Union 
estimates that some 20 million jobs could be lost (African Union, 2020).  

2.3 The challenge of financing 

With the pandemic projected to shrink global growth by nearly 4.5%, governments are struggling with scarce resources 
to finance crisis mitigation and recovery policies. Developing country governments entered the crisis with much lower 
fiscal space than in the 2008-09 crisis. Many are trapped in limited fiscal space with rapidly raising debt levels, 
stagnating tax revenues and declining commodity revenues. The crisis has exacerbated the financial challenges to 
advancing the 2030 Agenda (OECD, 2020h). Prior to the crisis, financing had already fallen short of the spending 
needs to achieve the SDGs by 2030. In Africa, the total amount of gross public debt almost doubled from 32% of GDP 
in 2008 (thanks to the cancellation of the external debt of 31 countries), to 57.6% in 2019 (OECD, 2020g). The situation 
in some LAC countries is also difficult, with shrinking fiscal resources (average tax revenues are equivalent to 22.8% 
of GDP) and rising debt levels. 
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National financing efforts differ between regions and countries, depending on the impact of the pandemic and the 
available fiscal space. The IMF estimates that governments worldwide have designed an unprecedented fiscal policy 
response close to USD 11 trillion, although advanced economies account for the majority of this amount. Measures 
such as quantitative easing, stimulus packages targeting households and SMEs, as well as spending on health system 
have been necessary to protect human lives and the economy. Many countries turned to debt financing and budget 
reallocation to fund these programmes. The DEVEX Tracker of COVID-19 government, multilateral and philanthropic 
funding announcements in 2020 suggests USD 20.4 trillion had been announced globally to the end of September 
2020 (DEVEX, 2020). However, developing countries have not been able to mobilise adequate resources (Figure 4). 
ECLAC estimates that total expenditure on COVID relief efforts as a proportion of GDP in Latin America ranged from 
0.7% in Uruguay to 11.1% in El Salvador (ECLAC, 2020). Expenditures in Africa were smaller on average, ranging 
from 1.1% of GDP in Kenya to 3% in Morocco. ASEAN countries had the largest expenditure of the three regions, with 
Singapore’s response amounting to 20% of GDP and Laos at 9.6%, with the smallest in the region being Malaysia at 
2.2% of GDP. 

Figure 4 Summary of fiscal Measures in Response to the COVID-19 Pandemic (percent of GDP) 

 

Source: IMF, Fiscal Monitor Database of Country Fiscal Measures in Response to the COVID-19 Pandemic National 

(https://www.imf.org/en/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19).  

Note: Data as of June 12, 2020 on measures that 55 governments have announced or taken in response to the pandemic. Country groups are 

weighted by GDP in PPP -adjusted current US dollars. Revenue and spending measures exclude deferred taxes and advance payments. AEs 

= advanced economies; EMs = emerging markets; LIDCs = low-income developing countries. 

Many countries sought support from multilateral financial institutions. The IMF has secured USD 1 trillion in lending 
capacity to respond to the unprecedented number of emergency financing requests from over 90 countries.  The World 
Bank Group will provide up to USD 160 billion in financing, including over USD 50 billion in grants and on highly 
concessional terms. The African Development Bank, Inter-American Development Bank and Asian Development Bank 
have expanded their operations and provided additional loans at concessional rates to their respective regions. The 
European Union announced a green economic recovery plan for sub-Saharan Africa amounting to USD 5.9 billion. 

The current context threatens to significantly reduce the available sources of private financing for developing 
economies. External private finance inflows to developing economies – FDI, portfolio investment flows, remittances – 
could drop by as much as USD 700 billion in 2020 compared to 2019 levels, exceeding the immediate impact of 
the 2008 Global Financial Crisis by 60% (OECD, 2020h). This exacerbates the risk of major development setbacks. 
Already scarce resources coupled with the economic impact of the crisis will imply that developing economies might 
struggle to finance adequate health, social and economic responses. No single source of financing will be enough to 
close the COVID-19 financing gap. Over the medium term, actors in development finance and beyond need to 
collaborate closely to mobilise financing towards the recovery and “building back better”.  

https://www.imf.org/en/Topics/imf-and-covid19/Fiscal-Policies-Database-in-Response-to-COVID-19
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3.1 Stronger institutions  

Building a more inclusive social contract: Addressing trust and inequalities 

The pandemic provides countries with an opportunity to build a more inclusive and stronger social contract, by 
addressing the persisting issues of trust and social inequalities. Citizens are being asked to trust governments and 
eachother to an unprecedented degree, in a context where both forms of trust were declining across most regions 
before the crisis.The crisis exacerbates inequalities that had already weakened the social contract and fuelled social 
unrest before the pandemic hit. In the current context, there is a tendency of leaders communicating more directly with 
citizens about the measures they are taking to fight the pandemic. This underlines the extent to which policy makers 
can secure greater buy-in for recovery strategies by ensuring they are inclusive, both in their objectives and in their 
formulation, by directing resources where they are most needed, and by ensuring transparency and accountability. In 
so doing, policy makers can strengthen the social contract and generate consensus for much needed fiscal reforms. 

Extending social protection coverage: Combining social assistance, insurance and labour market 

programmes 

Social assistance, social insurance schemes and labour market programmes can be combined to extend social 
protection systems beyond the immediate response to the crisis. This is particualry urgent for informal workers that 
represent a very large share of the total working population in developing countries. ILO Recommendations No. 202 
and 204 provide important guidance to that effect. A wide range of instruments have been used to encourage 
formalisation and ease eligibility criteria for contributory social insurance coverage, including temporarily reduced 
contribution levels for smaller firms, tax breaks and favourable modalities for firms that have formalised, or simplified 
social security registration for workers and employers. Additionally, labour market programmes, such as public works 
programmes, can extend income security for poor workers and facilitate formalisation. Over the medium term, the 
financing of social protection will have to come from a mix of general taxation and specific social security contributions 
from firms and workers. Given lower tax to GDP ratios and high informality, achieving the required mix of resources 
will call for differentiated approaches according to countries’ circumstances. 

Including women and girls to boost the recovery: Tackling social institutions 

The crisis is having a regressive effect on gender equality and women’s empowerment. A gender perspective should 
be integral to building a strong, resilient, green and inclusive recovery. Taking more forceful steps to address gender 
inequalities and integrating a gender lens at the onset of policy design would improve social and economic outcomes 
for millions of women and girls and boost economic growth. If women played the same role in labour markets as men, 
global income would increase by USD 28 trillion – that is 26% of the global GDP (Woetzel et al., 2015). The 
international community and policy makers, through the 2030 Agenda for Sustainable Development and the G20 
25x25 target, have acknowledged the huge economic gains to be made from women’s empowerment and gender 
equality. Yet, progress has been stalled by barriers embedded in formal and informal laws, social norms and practices 
(OECD, 2019). Discriminatory social institutions alone have induced a loss of almost USD 6 trillion to the global 
economy by lowering female human capital acquisition and labour force participation (Ferrant and Kolev, 2016; OECD, 
2019). 

3 Relaunching the economy for resilient societies 
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Rethinking multilateralism to sustain a broader vision of development centred on global public goods  

The pandemic has revealed the importance of global public goods as a central element of a broader vision for 
development. A renewed multilateralism could help sustain this broader vision. Finite resources, shared megatrends 
and growing interactions among countries mean that the international community will have to increasingly deal with 
global commons – domains that do not fall within the jurisdiction of any one particular country, and to which all nations 
have access. It will also have to adjust global governance structures and consider whether rights, policies and goods 
that have traditionally been viewed as sovereign realms need to be handled as global goods. This also means 
providing effective responses to shared challenges, such as the integration of migrants, access to technology and 
vaccines, and an effective and transparent approach to sovereign debt treatment. The strength of a multilateral system 
is also tempered by the quality of the interlinkage between global challenges and national priorities. National 
development strategies do not sufficiently incorporate international megatrends that impact their countries (OECD, 
2018). Several countries had previously made plans to deal with pandemics but these were often uncoordinated, 
making them less impactful. 

3.2 Competitive economies 

Redefining globalisation for inclusive and sustainable development 

Efforts to recover from the pandemic should aim at transforming globalisation to maximise its impact on inclusive and 
sustainable development. The pandemic has exposed and exacerbated the shortcomings and pre-crisis trends of 
globalisation. While production, trade and investment operate on a global scale, government responses to COVID-19 
largely amounted to uncoordinated national initiatives. Moreover, the pandemic has hit at a moment when the impact 
of globalisation was already being questioned on multiple fronts: excessive financialisation of the global economy, 
challenges for industrial hubs, localised job losses, stagnant real wages in advanced economies, difficulties for 
developing countries to generate enough jobs and spillovers from their inclusion in global value chains. The injection 
of significant public resources to face the pandemic and kick-start the recovery is a major opportunity to redefine 
globalisation.  

Four issues are emerging as particularly relevant from the pandemic response. First, defining and enhancing 
mechanisms for collective accountability that treat scientific, manufacturing, service and technological solutions to 
tackle global challenges as global public goods. Second, adopting territorial, place-based approaches to planning, 
monitoring and measurement, which would improve capacity to carry out emergency responses and match policies 
with citizens’ needs in ordinary times. Third, fast-tracking the potential benefits of digitalisation and cushioning potential 
divides across countries and populations. Finally, recoupling finance with the needs of the real economy, notably with 
the help of development banks, which could become powerful drivers for transformation and channel new facilities 
and products towards a more sustainable and inclusive global economy. 

Adopting a territorial approach to build back better 

The COVID-19 crisis has exacerbated disparities across spaces within developing countries. Adopting a territorial 
approach could help achieveing a more inclusive recovery. The pandemic has affected certain places much more than 
others. The crisis has exposed income and structural disparities between regions and cities, and highlighted the 
importance of sub-national governments. An additional worry for developing countries is the expansion of informal 
settlements around cities and their vulnerability. In 2018, the number of people living in informal settlements exceeded 
1 billion (UN-HABITAT, 2018). Space-blind policies can have unexpected effects, which may disproportionately affect 
people that were already more vulnerable to the effects of the pandemic. A territorial approach could help by focusing 
interventions on the functional relationships across territories and promote participatory approaches to policy design. 
Developing countries could benefit from investing in reliable territorial statistics to understand socio-economic process 
across-urban and rural areas, building capacity at the local level to improve policy responses to external shocks and 
investing in multi-stakeholder dialogue platforms to share good practices. 
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3.3 Sustainable societies  

Transition to low carbon economies and green growth 

For developing countries, transitioning to a low-carbon economy and energy system represents a technological and 
financial challenge but also an opportunity. The adoption of cleaner energy sources and improvements in the efficiency 
of industries relying on fossil fuel based power generation could reduce emissions and the heavy burden of air pollution 
(IEA, 2016; Roy, 2016). However, resource-rich developing countries, notably oil exporters, are facing a drop in 
extractives prices and demand that will reduce their fiscal space. Oil-exporting developing countries could be fiscally 
challenged for years to come2, as they face the multiple challenge of a precipitous fall in fiscal revenues, increased 
spending pressures for health and economic stimuli, rising debt levels, negative effects on the non-oil economy, and 
the need to transition to a low-carbon development model. A higher share of countries’ resource revenues will now be 
directed toward loan repayments or countries will have to seek additional borrowing. The low-carbon energy transition 
will require large additional amounts of specific metals. However, the production of metals and alloys is highly energy-
intensive and is responsible for 4%-7% of global greenhouse gas emissions. Countries will have to balance production 
of energy and production of metals and alloys to achieve green growth without aggravating the current situation. 

The current drop in energy demand, seven times the decline after the 2008 Global Financial Crisis, is an opportunity 
to rebuild in a greener way. While demand for fossil fuels has been falling due to reduced levels of trade, travelling 
and the overall lockdown, low-carbon technologies (LCT) are expected to extend their lead as the largest source of 
global electricity generation, reaching 40% of the power mix in 2020 (IEA, 2020). However, developing countries, and 
low-income countries in particular, are currently not well positioned to benefit from LCT. Low-income countries account 
for just 0.01% of LCT export, and 0.3% of low-carbon imports. High-income countries produced 80% of LCT 
innovations between 2010 and 2015 (World Bank, 2020e). Hence, for the world to achieve the goals of the Paris 
Agreement, it is essential that these countries receive the support to define and pursue equitable, inclusive, and 
sustainable low-carbon development pathways. In resource-rich developing countries, the transition will require 
enabling policies to sustain the transition, including through technology transfer and financing. 

                                                
2 Oil exports account for 60% or more of fiscal revenue in these countries (IEA, 2020). Moreover, many resource-rich 

developing countries responded to the lower commodity prices from 2014 by borrowing twice as much (as a share of 

GDP) as non-producers over the last decade (World Bank, 2020d). 
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The current crisis is widening socioeconomic gaps and inequalities. Governments across developing countries are 
carrying out a number of policy measures such as expanding safety nets for vulnerable population and supporting 
firms and SMEs to protect jobs and workers. However, they face an important burden on their fiscal systems as 
revenues decline, expenditures increase and debt levels rise. In the medium term, countries will have to deal with 
higher levels of debt while not suffocating the recovery with premature austerity or fiscal tightening (OECD, 2020a). 

A new development deal – at national and international level – could emerge from the crisis and support a recovery 
that builds back better. At the national level, more capable states are needed to rebuild trust between state and 
citizens, implement structural reforms, design a new social contract and address pre-existing development traps. 
National development strategies and supporting financing frameworks will be key in ensuring proper alignment to 
sustainable development, sequencing of policies and accountability. At the international level, a supportive multilateral 
system and reinvigorated international co-operation will be necessary to mobilise investment, facilitate access to 
technology and markets, and deliver global public goods to reduce vulnerabilities, increase resilience to shocks and 
support a transition to a more sustainable development model. 

  

4 Conclusion 
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