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Seminar week 19
Week 19- Lecture 18
Global Economic Governance
Saadia Gardezi

The eight middle-income countries that each have 1 percent or more of the world’s poor are
India, Nigeria, China, Indonesia, Pakistan, the Philippines, South Africa, and Zambia. In 2013,
just under half of the world’s extreme poor (49.3 percent) lived in these eight countries,
which we refer to as the high-poverty middle-income countries

Why, through most of human history, have most people been poor?

Taking a ‘Development as Freedom’ perspective, what is the state of development in your
country? Does this differ to the way in which development is framed in mainstream

debates; if so, how and why?

"Core Elements of
The Developmental State (Leftwich)

» Developmental Elite

* Relative State Autonomy

» Bureaucratic Power

» Weak Civil Society

» Strong Capacity in Managing State’s Economic Interests
* Weak Human Rights

* Legitimacy i.e.Widespread Support for the Regime in Power

Ha-Joon Chang etc.= States such as Korea and

T“F R%!un N Taiwan developed through managed integration

=

into the global economy. The state protected
‘infant industries’.

What worked in East Asia?

A developmental state is characterized by having
strong state intervention, as well as extensive
regulation and planning. The term has

subsequently been used to describe
countries outside East Asia that satisfy
the criteria of a developmental state.
“The United States is a good example of a
state in which the regulatory orientation
predominates, whereas Japan is a good
example of a state in which the
developmental orientation
predominates.”
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The many faces of Economic Interventionism...

Scale and scope of Public Logic of state action
provision . -
Market directing Market conforming
High / expanding Developmental state Keynesian welfare state
Low / reducing Regulatory state 19th-century liberal state 21st-
century competition
state/consolidation stat

Figure 8.1 State forms and characteristics

(Ben Clift 2021, 153, not on reading list don’t worry about this focus on the chart above)

Middle income trap:

Stuck in the Middle With You
Singapore, Hong Kong, and South Korea are rare exceptions to the rule that emerging

economies struggle to graduate to high-income status
W 1976 W 1986 W 1996 W 2006 W 2016 - .
Turning Paint Income
s s,
vors o [ — z Developing l
soun s [ R Economies Developed
=4 Economies
e e 8
Argontina ¥
e B :
e :
South Afrca -. -
China .
Thadand h
Philipgines. L
o 10K 20K 30K 40K S0K $60K .
Note: Shows gross national income per capita. The Werld Bank currently dofines %—-'-‘
!rs:”d?:&ﬂ;\:’m;::mes as those with GNI between about $1,000 and $12,500. pinion I.‘.r L ‘p'la |I‘Il.'UlIlt‘
Convergence? Kuznets Curve
B0 mpreveereeeene s T A - R — S— R ' . N
f : : E : : | ...all countries follow US’s
: ; 1980-2016 inequality
" Global Top 1% : trend = scenario 2
25/)_ ...... income share ............... foeee - . -
:|... all countries follow their

: : : L : _ - [own 1980-2016 inequality
20%d i T Tl e T (__trend =scenario 1

i ...all countries follow EU )
1980-2016 inequality

il trend = scenario 3

assuming... Gpoemmmsnsnassss i L

: : i i : : i| scenario3
10%=------momeeenee ,,,,,,,,,,,,,,,,,,,, ot .................... .................... -

: ; : ' : : : ;| scenariol
: : : i | scenario?2

15% 4

Share of global income (%)

505 s Global Bottom 50%
income share

0% —
1980 1990 2000 2010 2020 2030 2040 2050

Poverty is falling, therefore we do not need to worry about inequality?
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Should aid projects by-pass the state?
(For more context and example see the Ending Global poverty paper)

Figure 2 plots 2016 official development assistance per person in extreme poverty,
assuming a constant distribution of global poverty between 2013 and 2016. We include all
low- and middle-income countries that were home to at least one percent of the world’s
poor in 2013; for middle-income countries this is the set of eight high-poverty middle-
income countries. Some middle-income countries, like Pakistan, received substantial aid in
2016, but China and Indonesia were net aid donors in 2016, and India, the Philippines, and
Nigeria received nearly the lowest net aid per poor person among all aid-receiving
countries. The politics of this aid allocation, with aid targeting poor countries rather than
poor people, are unlikely to change.

Figure 2
Net 2016 Official Development Assistance per Person in Extreme Poverty
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Other notes:

e Read this paper from the reading list first: Ending Global poverty: Why money
isn’t enough. https://epod.cid.harvard.edu/sites/default/files/2018-
11/ending_global_poverty.pdf

e Economics made easy (read this if you are a non-economist and have trouble with
the subject): Economics : the user's guide / Ha-Joon Chang Chang, Ha-Joon, author.




