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The Great Depression originated in the United States (US), but quickly spread to Europe and 

the rest of the world. It was the longest and deepest downturn in economic activity in modern 

history. It is clear that one of the main causes of the crisis was the uncertainty in financial 

sector. The Depression caused massive levels of poverty, hunger, unemployment and political 

unrest. Drawbacks in economy such as shrinking domestic and overseas demand, delaying 

government intervention during the crisis, Goldman off-shore deals assumed that the market 

forces would regulate the deterioration without intervention, but deepened the crisis. Due to 

having globalized economy, 2008 Global Financial Crisis has severely caused adverse 

impacts on the life, income and employment of rural people. 

This study compared causes and consequences of both Great Depression and 2008 crisis and 

deterioration effects of 2008 Crisis on the economic downturn of rural people were analyzed 

in terms of selected countries which were under the deep influence of the increasing food 

prices, decreasing migrants’ workers’ remittances, increasing unemployment rates, and 

slowdown economic growth.   
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1. Introduction 

 

Recent global financial crisis has several causes, but most harmful one was generated by the 

negative economic consequences of deleveraging (borrowed funds). These consequences in 

financial sector created liquidity problems firstly in the United States (US), and then like a 

stone is thrown into the water, a series of ripples gradually spread throughout the world 

countries. It is also stated that during 1990s all crisis appeared in developing countries (Latin 

American Countries), East Asian financial crisis in 1997, and one in a transition economy in 

1998 (Russia). Latin American Countries borrowed huge amount of money from international 

creditors for their infrastructure investment in 1960s and 1970s. Creditors were happy to 

make loans to those countries hoping to get the highest return. They found themselves in a 

desperate liquidity crunch (http://en.allexperts.com).  

 

When the East Asian financial crisis is analyzed in details, it is seen that one of the main 

causes of the crisis is until 1997; they attracted almost half of the total capital inflow to 

developing countries. It caused a dramatic run-up in assets prices, 8-12% growth rates in 

GDP, since this success of the growth they were named as “Asian economic miracle” by the 

IMF and World Bank. Krugman argued that their success just was the attracting huge amount 

of money, but not capital investment, so it could lead to long- term wealth and it is because in 

the end we must submit to the tyranny not just of the numbers, but of the logic they express 

(Krugman, 2009), or in other words their economy developed into a bubbled fueled by “hot 

money” (Pau, 2001). And in Russian crisis in 1998, one the main causes was the structural 

and institutional deficiencies Russian economy, it contributed to a low growth base and fiscal 

imbalance (Akyuz, and Rayment, 1998).  

 

Consequently, it can be stated that the entire crisis, mentioned above, caused by the imbalance 

in financial sector and expecting huge amount of risk-free money return. It is the nature of the 

capitalist ideology which has been fundamentally important to motivate entrepreneurs to 

make maximum profits minimum loss in their economic activities. Particularly, the recent 

crisis showed that missing and uncompleted engine of the capitalist ideology has to be 

reviewed for financial market transparency. This study is based mainly on a secondary 
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literature review particularly on comparison between The Great Depression in October 1929 

and recent financial crisis in late 2008. The main effects on selected developed, developing 

and transition economies, concerning with unemployment, GDP growth, and quality of life 

changes were analyzed in the next part of the study. Finally, the findings from this study were 

assessed to build transparent financial structure for policy makers and add value to the next 

researchers in this field.  

 

2. Comparison between Great Depression and 2008 Financial Crises 

 

The paper discusses the comparison of the Great Depression and 2008 financial crises with 

their similarities and the main effects of 2008 financial crisis on developing countries’ 

economies and transition economies. Nearly 80 years later 2008 Financial Crisis began. One 

of the main similarities of two crises is that savers watched the evaporation process of their 

money in bank failures. People could not do anything because their deposits were not insured. 

Banking system failures pressure on shutting most banks for four days by the presidential 

decision. Banks stopped lending, by the mid-1930s; more than 5 000 banks had collapsed. 

Great depression did not generate just banking failures it generated 25% out employed people 

immediately out of work, nobody expected 89% fall in The Dow Jones industrial average 

(stocks were the most overvalued asset), home and farm foreclosures increased uncontrollably 

as well. The sharp declines in the stock market reduced people’s incomes and severely 

decreased their consumption. One of the major similarities of both crises is the sharp fell in 

The Dow Jones: from October 9 2007 to October 27 2007 fell recorded as 42% and the fell 

nearly equal to the market's initial tumble in 1929. While the bad loans were the main causes 

of the both crises, but the actors were the stock speculators in 1929, actors in 2008 crises were 

the homeowners and investors in mortgage-backed securities. It has been the main agenda in 

authors’ debate that unlikely Great Depression, during the latest crises the world's central 

banks made massive intervention, especially The Federal Reserve (FED) act seriously not to 

prevent recessions, but to prevent the implosion of the financial system and economic 

meltdown. All these rescue operations showed that the US tried to save the economy, not just 

to save Wall Street and any individual’s economy (www.usatoday.com, 2008). On the other 

hand, 2008 Global Financial Crisis has impacted on decreasing migrants workers’ remittances 

in poor and developing countries, reducing GDP growth, per capita income and increasing 

unemployment rate, besides the other negative economic consequences.   
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3. The Impacts of 2008 Financial Crisis on Rural Economies 

 

Almost a two year after, there still are several worrying of 2008 Financial Crisis. One of the 

most destructive effects of the 2008 financial crisis has been on high food prices all over the 

world, especially in rural areas.  There are also signs of a slowdown in Asian, Latin American 

and many African countries. Long term severe effects of the crisis will depend on developed 

countries respond, because trillion dollars rescue packages are launched around the world, it 

will generate inflation and public debt. Even if the recent crisis originated in the US, the 

negative effects spread all over the world, mostly in developing and poor countries economies 

due to other irresistible shocks. Those shocks are: 

 High food prices and high expenses on substantive food in rural areas. These new 

distractive trend in rural areas even worsen and complicated poverty reduction policies 

of WB. Another shocks appeared; 

 Sharp reduction in migrants’ remittances in developing countries especially in Latin 

American, African and in Central Asian Countries. 

 Increasing unemployment rates all over the world. 

 Decreasing GDP growth all over the world especially in developing countries.  

  

 

3.1. High Food Prices and Crisis in Developing and Poor Countries 

 

Considerable number of people is suffering from poverty in rural areas, malnutrition and 

hunger. This poverty problem has been complicated due to over 70% of population live in 

rural areas and yet imports substantive food.  Poverty in Uganda can lead to realize the 

difficulties just after the 2008 global crisis. Most Ugandans cannot afford health services, 

66% of population unable to access food, and 71% unable to access clothing. One of the main 

causes of food price increasing is the pure control on food production and distribution by the 

international food monopolies. Poor countries do not have any chance to access food. A new 
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agenda of the world policy makers is if capitalist world never put the humanity in the center 

of the decision making process even poverty will be worsen. Because capitalist world believe 

that to reach the level of the financial kingdom everything has to be financialized. Clear and 

understandable example is housing market (housing bubbles) recently originated in the US in 

late 2007 (Kaiser Foundation¸ 2008).  

 

This burst in housing bubbles assure that to be the richest in the world without any sweat; 

finance has to be over production. Recent financial crisis proved that center countries have 

been trying to monopolize in food sector. Food-shortage indicators report especially in poor 

countries outcomes of physical and biological factors, socio-cultural influences, political-

economic forces, and interactions among these elements. Natural factors can be grouped as 

climate, soils, water, food species, and pests and cultural factors can be grouped as traditional 

technology and investment strategies, and as social and cultural factors can be grouped as land 

and water control, low level of labor productivity, consumption patterns and preferences, 

political and economic factors can be grouped as insufficient incentives for food production, 

trade and import constraints and structural adjustment (www.unu.edu).  

 

However, new trend after 2000s, developed countries have increased their investments in 

biogenetical resources. Besides the poor countries are net importers of the food they cannot 

compete investments against developed countries. They control all production and distribution 

of the food globally and international food monopolies enjoy keeping the economies of scale 

in food sector. One of the outstanding agenda on the Hunger Summit in Rome was the 

number of people who are suffering from hunger over one billion (FAO, 2009). This huge 

amount of hunger (almost one-sixth of all humanity) generates a serious risk for world peace 

and security.  Since the political and economic instabilities and low investment capacity 

recent decades in poor countries, they have had poverty and hunger consequently. They have 

spent their energy combating surviving difficulties, so they could not invest in education and 

health to gain long term improvements. World Trade Organization (WTO) has insisted that as 

the engine of the growth to be trade for decades, and also this myth has been the most 

directive stimulation of the international trade. Speakers sited that developing countries have 

to increase market access for agricultural commodities and developed countries have to 

reduce agricultural subsidies. Having increased investment and productivity in agricultural 

sector improvements will accelerate the growth in developing countries and boost food 
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security and rural incomes (UN, Doha Round). If a nation does not have industries to produce 

goods, it has nothing to trade, does not have jobs and sufficient wages for the workers, and it 

does not have domestic markets in which to sell goods and services. IMF and WB have put 

donation to poor countries in the center of their policies neglecting production and 

employment. Consequently we can assess that economic liberalization without learning, 

global integration without innovation resulted in the increasing marginalization of 767 million 

people in the LDCs, which remain locked into low value-added commodity production and 

low-skill manufacturing. Currently, the livelihood for 70% of the world's poor has been 

provided by the agricultural sector. It leads that how the production and local employment is 

urgent to feed the hunger in poor countries (Saini, 2009).   

 

Another example is cut flowers between an African country (Kenya) and Europe. It is clear 

that how the poor countries’ natural resources and how their products have been transferred at 

low price. The recent indicators show that the United Kingdom alone imported 18 000 tons of 

flowers from Kenya in 2008, up from about 10 000 tons in 2001. Lake Naivasha provides all 

the irrigation water (almost 20 000 cm
3
 a day), but yet the lake is dying; in 2008 it shrank to 

about 75% of its 1982 size. Even as the population working in the flower farms is increasing, 

people are facing severe food and water insecurity problems. Poor countries have just not the 

food price increasing, and also they have another serious problem that their natural resources’ 

prices undervalued in the global market (Tandon, 2009).  

 

 3.2. Reduction in Migrants’ Remittances and the Poorest Country: Kyrgyzstan  

 

In the US, a migrant worker is used to define a low-wage worker who works in agricultural 

sector who do not have a visa. But the international (UN) definition of a migrant worker is 

someone who regularly works away from home, if the person who has a home at all.   

Remittances, as being one of the main sources of foreign currency in developing countries, 

have been recorded sharp reduction in total amount (IMF, 2009).  In developing countries 

payments and government pensions are low, so huge number of workers earns their incomes 

abroad. But after the 2008 financial crisis as a result of employment shrinking in developed 

countries, migrants’ remittances have dried up from 2008 high of $305 billion to $290 billion 

in 2009. Nowadays it has been recorded that migrant workers are facing more difficult 
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circumstances (job losses, anti-migrant sentiment, even violence) as the financial crisis 

deepens around the world. Migrant workers from India, China, Mexico, Philippines, and 

Poland in developed countries made top recipient’s remittances $45 billion, $34 billion, $26 

billion, $18 billion, and $11 billion respectively in 2008 (www.worldbank.org) 

 

Figure1 

Workers’ remittances (% of GDP) 

 

Source: IMF Balance of Payments Statistics Yearbook 2008 

 

In figure 1 above, almost all selected countries experienced sharp reduction in workers’ 

remittances recorded as the percentage to the GDP in Tajikistan: 49.56-36.43, Moldova: 

31.37-27.57, Armenia: 8.91-8.51, and Kyrgyzstan: 24.35-22.12 from 2008 to 2009.  

Especially Kyrgyzstan has huge number of migrant workers abroad and one of the poorest 

country in the world, the asses of economic indicators is very important in Kyrgyz economy.  

 

Almost one million out of 2.344 million labor force work abroad, mostly in Russia. In 

Kyrgyzstan, 48% agriculture, 39.5% services, but just 12.5% industry has share by occupation 

in labor force. This pattern force labor force to move abroad to work and send incomes to 

their families for the basic expenditures. According to the latest indicators, over 50% of the 

population lives below poverty line and one of the poorest countries (marked as the first) in 

the world. Even if the poorest country is Kyrgyzstan in the world, but most people live above 

the poverty line since the corruption and workers’ remittances (AKIpress News Agency, 

2008).  
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Kyrgyz economy mostly depends on the gold mining and its export volume, but this economic 

bias is fragile when there is an alert in mostly declining demand and an international financial 

crisis. It has been experienced that almost the same pattern before and after 2008 global 

financial crisis, as up to 2008 recorded success in attracting foreign direct investment, slight 

control on corruption approximately 6% economic growth, but after the crisis Kyrgyz 

economy has experienced sharp slowdown due to economy depends mostly on workers’ 

remittances and international aids (www.cia.gov). 

   

There are two main causes for migrant workers to force them to return home: first is to control 

illegal migrants, the second is economic crisis. For Central Asian migrant workers destination 

was Russian Federation between 2004 and 2008. During this period of time, from Kyrgyzstan 

about 1 million, from Tajikistan 1.5 million, and from Uzbekistan 2.5 million migrant workers 

moved to Russia to work. After the crisis Russia limited the quota for migrant workers from 

3.9 million to 1.95 million, more than 1 million workers returned their home 

(centralasiaonline.com). In the late of 2005, Kyrgyzstan became one of the heavily indebted 

poor countries (HIPC) initiatives. One of the easiest ways of recovery applied had been the 

privatization, thus much of the government's stock in enterprises has been sold so far, this 

way proved that privatization cannot be unique solution, but in Kyrgyzstan it was realized as 

it is (www.cia.gov). 

 

Just in Russia, more than 190 thousand Kyrgyz people received Russian nationality from 

2004 to 2008; 14 thousand people received the citizenship of other countries. Currently, more 

than 500 thousand people work abroad in Kyrgyzstan. In Kyrgyzstan, policy makers have 

realized that labor force flight from country to abroad means that people never see secured 

future in the long run, for this reason so far eight different “International Conference on Labor 

migration: the social, economic and political consequences” held in Bishkek 

(www.encyclopedia.com). 

 

It estimated that over 50 million jobs were lost in 2009. In the US, Ireland, and Spain, migrant 

workers were particularly affected in construction, which is the sector hardest hit by the crisis. 

While in Malaysia, Japan, and the Republic of Korea, they were affected in manufacturing, 

which witnessed the largest job losses (www.globalmigrationgroup.org). 
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In Latin America and the Caribbean, South and Southeast Asia countries made negative 

growth rate in 2009. The Commonwealth of Independent States (CIS) such as Kyrgyzstan, 

Tajikistan and Uzbekistan, which rely heavily on remittances of their workers employed in 

the Russian Federation and Kazakhstan (Karimov and Maksudov, 2010). 

 

Sharp reduction in migrants workers’ remittances especially in construction and 

manufacturing sectors, promises that next e few years will affect negatively global demand 

slow down. Global money circulation from developed countries to developing and poor 

countries will be shrunk, and this shrinking will affect households to decrease their 

consumption even on basic commodities.  

   

3.3. Increasing unemployment rates 

After 2008 global financial crisis, developing and poor countries are still under the negative 

effects of the crisis. Increasing unemployment rates still exist and have deep depressing 

effects on decreasing property values, economic uncertainty, reducing spending on education 

and services like Medicaid and increasing basic food expenditures at high level. During or just 

after the crisis a higher economic downturn can be seen late, because poverty is usually 

“lagging indicator” and poverty increases sometime after unemployment rises (Gunderson 

and Ziliak, 2004: 68). Unemployment and poverty have different consequences in real 

economy. When the unemployment rate increases at 1%, but poverty can be steady and less 

than the unemployment speed. It was recorded in the US economy that total job losses were 

about 3.1 million, but the number of additional families and unrelated individuals in poverty 

rose by only about one million. Unemployed people are usually supported by unemployment 

benefits (social safety) such as food stamps, welfare, providing income losses, insurance and 

kind transfer (US Department of Labor, 2009e; US Census Bureau, 2009).  

 

The effects of the recent crisis on increasing unemployment rates are clearly understood in the 

following data (figure 2) that even developed countries are under the sharp effects of the 

crisis. Among the selected countries Spain, Ireland, the US, Turkey and Denmark’s high 

increasing unemployment rates reflect the deep effects of the crisis on employment structure 

of countries. In those countries unemployment rates hit the highest level ever experienced 

before except after the Great Depression. In Spain and in Ireland unemployment rate 
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increasing from 2008 to 2009 is almost %50. Among those countries, Japan and Denmark 

have really high level of unemployment rate as it is compared to historical experienced.   

 

 

 

 

Figure 2 

OECD Unemployment rates (Percentage of labor force) 

 

Source: OECD Harmonized Unemployment Rates   

 

   

3.4. Decreasing GDP growth 

A sharp drop in US and world demand has affected on real sector and production after the 

crisis. Most recently, traditional trade links are having an effect as exports slow sharply in 

response to a generalized weakening of economic growth. Contagion may strike the region’s 

financial systems and economies more seriously if tightening credit conditions and financial 

instability affect broader economic activity regionally as well as globally. With share prices 

falling and credit conditions tightening, firms will face tougher financing conditions for new 

investment. Consumer and business confidence are already slipping. Risks abound that 

international financial conditions could worsen further and dampen the investment climate 

further. Tighter credit conditions and increased financial market volatility could dampen 
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investment spending, particularly where the business environment remains less friendly. And 

if the global credit crunch is prolonged, local funding conditions could also be affected, 

cutting into the region’s economic activities more seriously. During the year, the region’s 

banking systems reduced investments in securities, probably due to worsening financial 

markets.  

 

 

 

Figure 3 

GDP Growth Rates after the Crisis 

 

 

Source: IMF, WB, OECD 

* Azerbaijan, Kazakhstan, Russia, Turkmenistan, Uzbekistan 

** Armenia, Belarus, Georgia, Kyrgyz Republic, Moldova, Mongolia, Tajikistan, Ukraine  

 

The data in figure 3 clearly reflect that the downturn of developed countries’ economies is 

really negative effects of the crisis. There is no any secured clue that how long the negative 

impacts of the crisis will continue. The other point is that in low income CIS countries and 

Middle East countries have slight economic growth. This trend can be elaborated that those 

countries’ economies have generally oil exporting countries. During the crisis emerging oil 

prices went up at the same time and those countries gained even other countries lost.  

 

4. Conclusion 
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Since the 2008 crisis originated in the US in financial sector, and most countries (especially 

developing countries) throughout the world have close economic and political relations with 

the US, the negative impacts of the crisis on developing countries have mostly been in real 

sector. As the severe consequences elaborated above, the most distractive effects in 

developing countries have been on employment decreasing, migrants’ remittances, increasing 

on food prices, decreasing economic growth. This crisis named as global crisis because of the 

negative effects have been globally, and yet cannot be estimated the date of the recovery. All 

the consequences have cleared that developing and poor countries have to increase 

investments in education and real sector. Being tied up to developed countries on credits, food 

imports, donation from developed countries, and migrants’ remittances from developed 

countries it is not secured the continuity (sustainability) in the long-run. It has been firmly 

recognized that developing countries have to create their own local policies on employment 

and agricultural production. The other important urgent political change that has to be applied 

to real sector is a new development pattern from trade to production in developing countries. 

It has also been recognized that world food production and distribution have to be managed 

locally not by the global monopolies. If poor and developing countries cannot create their own 

policies on food production and distribution they have to struggle for poverty reduction. 

However, it is known that their current poor living standard is not destiny; it has been the 

results of inadequate investment level in education and local production for a long time.    
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