COMPARATIVE POLITICS

Political
Economy of
Development




INTRODUCTORY COMMENTS AND KEY
QUESTIONS

One important question when examining the
political economy of development:

How does one country — China - increase its
wealth so dramatically, and why are others,
like Nigeria, are unable to do the same?

Let's pursue independent and peaceful
economic development

*imperialist screeching*®
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Underdeveloped or developing countries are
typically thought of as those that are, or
recently were, poor on a global scale, the
countries that during the Cold War were
known as the third world but are now more
commonly referred to as the Global South.
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The political
economy of
development
examines the
: { interaction of
‘“"?%’iréﬁ:,w o SR\, political and
o N economic
development.
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The text notes that since World War Il, an entire
iIndustry and several major international
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What is “development”? What is meant by
it and why it is important will be the first
questions addressed. After \‘S“[l YOURE TELLING
that we’ll need to ask what

globalization’s effects
are in the Global South
and how states can

THIS IMF LOAN Wllllll;ll’ﬂ >
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Questions:

1. How can states 2. Are democratic
best pursue policies = or authoritarian
that enhance N regimes better

deVGIOpment and if nunnwnmsmmauﬁma I. able to dGVGlOp
outside help like " h their societies?
foreign aid can be 4

effective? A o
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What is Development?

The origin of the concept in its modern usage
after World War Il was connected to
modernization theory.

4. Modernization theory:

a model of economic and social
development that explains global

inequality in terms of technological and
cultural differences among societies

5. Dependency theory:

a model of economic development that
explains global inequality in terms of

the historical exploitation of poor
societies by rich ones.
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Social scientists and policymakers at the time
saw development as being about the poor
countries of the world - what they called the
third world - looking more like wealthy,
western countries.
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Politically, this Economically, it
meant becoming meant becoming
iIndependent, wealthier, which
democratic meant
states. industrializing

and urbanizing.

The close relationship between politics
and economics is neither neutral nor
coincidental. Large governments evolve
through history in order to protect
large accumulations of property and

wealth.
— Michael Parenti

AZQUOTES
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Economist and philosopher Amartya Sen
profoundly influenced thinking on the concept
of development in the new millennium with his
focus on human capabilities.

The Capability Approach

The capabilities approach for assessing the guality of life
fﬂ. was developed by Nobel Laureate Amartya Sen on the
basis of the field of development economy.

It emerged as the most influential alternative to standard
. economic frameworks for thinking about poverty,
~ inequality and human development.

It has also influenced the UN Human Development

| Index and was incorporated in many international official
reports and surveys.
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Human development, as an approach, is
concerned with what | take to be the
basic development idea: namely,
advancing the richness of human life,
rather than the richness of the economy

in which human beings live, which is
only a part of it.

He argued that neither growth nor poverty
reduction alone were adequate goals. The real
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He also pointed to freedom as being essential.
His book Development as Freedom argued
that people need to be free politically in
democracies (as they can then decide what a
fulfilling life would be), and they need to be
free from social restrictions such as traditional
gender norms, that mlght limit their
capabilities. W4 7 <
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Post-Modern critics
of Sen’s
capabilities theory
argue that the very
idea of
“development” is
an effort by the
wealthy countries
to control the
Global South.
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g , “Development”
St ; attempts to
i depoliticize the
OF LiFE process of social
and political
change in the
Global South,

removing agency
from local actors to
chart the course
for their societies.

International New Uork Times
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Development and Globalization

g “'f

LOOK WHAT GLOBALIZATION IS
. DOING

makeameme.org
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Foreign Direct Investment (FDI)

Investment from abroad in productive activity in
another country.

Foreign Direct Investment

Pros
Diversifies investors Promotes stable long Provides financing to Provides technology to
portfolios term lending developing countries developing countries
Cons
Not suitable for strategically Investors may have less Unethical access
important industries moral attachment to local markets

& the balance
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Trade

The flow of goods
and services

across national mmﬁ

_ TEHFtlnf

borders.

BRACEHYOURSELVES
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GLOBALIZATIONIISTCOMINGY




COMPARATIVE POLITICS

Even today developing countries International
continue to send $2 trillion each Capital Flows
year to the global North in capital

flows & debt repayments. It’s said
for every $1in ‘aid’ from the richest
countries $24 flows the other way.

Movements of
capital in the
form of money
across
International
borders.
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The text notes that greater globalization has not
systematically produced greater growth,
although it appears to be loosely associated
with poverty reduction.

{ég However, the rate of poverty
S| reduction varies dramatically
by region, even if the change
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So what explains
this variation,
and what can be
done to improve
the effects of
globalization in
the countries that
are falling
behind?
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The Development Debate

The neoliberal-Keynesian debate also had an
influential role in development policy in the
Global South.

_NEDlIB[RAlISM 101

de :;j;ff?' il ;_th economy, destroys unions, decreases ta ' on the
rich and corporations, and defunds public mls,ulllh epressing
and policing the poor, llll'ﬂllhl'li' people of color.” 3

Guts welfare,
eliminates _
social services. e L

- corporationste  oppasition
seek cheap labor  abroad as well as
and resources. at home.

Pass it on.
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Should free trade be a part of the development agenda?
YES!

Comparative Advantage - a theory of trade that argues
that economic efficiency and well-being will be
maximized if each country uses its resources to
produce whatever it produces relatively well compared
with other countries and then trades its own products
with other countries for goods it does not produce.

IF THE
- SOCIALISTS

UNDERSTOOD |
ECONOMICS

THEY WOULDN'T BE
SOCIALISTS
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Should free trade be a part of the development agenda?
NO!

Leaders in the Global South and the economists who
supported them were not willing to have their
countries relegated to producing only agricultural
products and raw materials.

"Greater global integration
through trade has greatly
increased inequality within
countries and, if you take
out the very exceptional

case of China,increased
inequality among the global
population of households
and individuals."

' - Walden Bello
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Instead, they wanted to focus on Import-
Substitution Industrialization (ISI) which states
that a developing nation should protect its
new industries by placing restrictions on
international trade, and encourage the
creation of new industries to produce goods
domestically that the country imported in the

T T ATy ;-"

i it St |
Import Substltutlon

as a Goal for
Self-Reliance. of
Developing Nations
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The shift from the Keynesian era to the
neoliberal era coincided with the development
of Structural Adjustment Programs (SAPs),
developed in the 1980s and based on the
principle of reduced government protection of
industries, fiscal austerity, and privatization.
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The debate on SAPs

Some success for some countries, some failure
for others...

THE LME SLIMMING PLAN

] e | sursor
Tabe. s VERNMENT
| PERSUADED ME To TRY TH € &~ ! JUST TAKE MY
NEW IMF SLIMMING PLAN., e - . b WORD - ;‘?
I t ' ITAND SE

IT'S EASY TO LOSE WEIGHT
WITH THE IMF'S UNIQUE
CALORIE CONTROLLED
STRUCT URAI. ADJUSTMENT™
FORMULA .,

~SEE THE WEIGHT DROP OFF..!

‘SIZE ZERO’
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Why the mixed success?

1) Failure of SAPs in
some countries due
to failure of
Implementation

Africa

. Precious Metals / Minerals

. ‘Wood Products
ﬂl Textile / Apparel

- Machinery / Transportation

. Electronics Related
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20 YEARS AGO WE MET e ANOTHER 20 YEARS
AN MMITED OVRSELVES “TH
Tob al\o'tfarrwc WORLD GAP OF THE SAME,
POVERTY AND HUNGER ,
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3) A fundamental flaw in the model itself

>

Objectives of 5APs

5APs have G fundamental objectives according to which they
are shaped:

7- Liberalisation: promoting the free movement of capital;
opening of national markets to international competition-

2- Privatisation of public services and companies-

3- De-requlations of labour relations and cutting social safety
nets-

4-Improving competitiveness (Toissant and Comanne 71995:74)

=)

W
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The Developmental State

Developmental states consciously intervene in
the market via an aggressive industrial policy:
a policy aimed at strengthening particular

iIndustries. [ INDUSTRIALIZATION

Industrialization is the transformation of a society from an agrarian to an industrial
one based on factory and mechanized production.

— KEY FEATURES '—\ — EXAMPLE F

¢ Division of Labor: Work is

separated into smaller, specialized

Mining: Mining was transformed by
industrialization. Many inventions of

- t;:l;s <:;nalizati S Tharak 3 it the 19th century served this industry.
towards standards and science. The first working steam engine, for

* Mechanization: Large-scale example, was created to remove
factories increase efficiency. flood water mines (Webwire, 2017).

* Scientific Methods: Societies Steam-powered locomotives were

increasingly rely on scientific methods
to solve problems.

» Bureaucracy: Organizations are set
up to manage complex and scale.

ﬁ

HELPFULPROFESSOR.COM

developed to transport ores.
Dynamite was first used to blow up

rocks during the mining process.
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this through
Export-Oriented
Growth (EOG), a
developmental
policy based on
encouraging

INDIA IS MOVING IN ,rf
A DIRECTION OF '

- L\_ J.
\; “‘ F
| 3 #
D ") A

GROWTH | economic growth
. B via exports of

OOdS and
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The “Pink Tide” in Latin America
The neoliberal model and

the IMF probably influenced LHTm ﬂmERI[HE

Latin America more than PINK TIDE

BREAKTHROUGHS AND SHORTCOMING S

BN o

i
EPORT#AMERICAS b AR <2 3 *"gi

any other region.
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Critics argue that because of this model, by the
mid-1990s, most Latin American countries
had engaged in extensive privatization of
state-owned activities, reduction of trade
barriers, and fiscal restraint.

—

'y
QUESTION 3:
EXPLAIN, IN YOUR OWN WORDS, HOW FORCING THE PRICE
OF THIRD WORLD LABOUR AND COMMODITIES DOWN
TQ POVERTY LEVELS WILL BRING ABOQUT AN
END TO GLOBAL HUNGER.™
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However, neoliberal

reform did not

\F You PooR NATIONS WANT MORE GREATER BALANCE OF TRADE EQUILIBRIUM,
p rOd u Ce n Ota b I e LOANS, HERE'S WHAT WE WANT TO SEE-  APPROPRIATE CURRENCY ADJUSTNENTS...

improvement in \(r_—;,s » m’@?
growth or A\ %) : 7
reduction of B [/l Wf%
poverty.

AND AN END TO WHAT DoES EAT LESS ¢
SURSIDIZED CONSUMPTION ALL TRAT

TWASSE

(1934 0§ ANGELES TIMES SYADI

Reprinted with permission from the
Los Angcles Times Syndicate.
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In the resulting political
backlash, citizens in
Argentina, Bolivia,
Brazil, Chile,
Ecuador, and
Venezuela elected
leftist critics of

- neoliberal reforms in
the new millennium,

creating what many

called Latin
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The “Bottom Billion”
The economist Paul Collier (2007) coined the term
the bottom billion to refer to the population of the

poorest countries on
“PA LCOLLIER -
earth, most of them '! co

in Africa, which seemed “IE B“"“M
to be left behind by B“.l“]“ ‘

gIOballzatlon. " Whythe Poorest Countries Are Failing
and What Can Be Done Aboutit g

“Arresting.

Provocative.
Readit. -
TIM HARFORD

The Lionel G lb Prize <
2008

Co-winger of :
The Estoril Global Issues
Distinguished Book Prize”
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4 fe

Eradicate extreme Achieve universal
II’ and I"-.u'ﬂ mW mmﬂm

His work contributed to moving toward what came to
be know as Millennium Development Goals
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And so after a half
a century of
debate, no single
development
theory has
proven as the key
answer to the

ONE DOES NOT
STIlI]Y ECONO|

WD 9V36 VIA

HOUT KNOWING

U"

problem. Y=1=co+CIY=TI+I[Y,i}+G+IXIX,Y"1.e]-IMLY,i",e])
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Regime Type and Development Success

Whichever developmental model seems most
effective at navigating globalization to achieve
growth and reduce poverty, a subsequent
guestion is: What type of government is most
likely to pursue beneficial policies?

?’ - rv‘ ,J

- ety
Nt G
-

| WAS SENT HERE TO
~ STOP ETERNAL EGONOMIC GROWTH
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In other words, do
democracies or
dictatorships
produce better
economic
development?

Governmentis
necessary because
people left unchecked
will do evil

The governmentis
composed of people

left unchecked | %
i"zt@‘ =18
ssunny.
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Concluding thoughts and questions...

& 1 255

e d Development
‘EO."||DUC'8| Economics
Economy a

N,
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Development has been an important political
and economic concept since World War |l. For
most people, it still means creating greater
wealth - a process of poor countries
pbecoming more like rich countries. Numerous
scholars have questioned whether that should
be the goal, as well as how it should be
achieved.

Fewar

Godd, Silver,
Fur, Lumbar,

Foond s!urfsl ‘\

— Moth
Balance of GnTJntT-,r Colonies
/ Trade \

/ FA'H'GHAELE\ \ﬁﬂmfﬂﬂuﬂd

goods

o
"k.!.-'
Mother
Country's Treasury
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Poorer countries
have virtually all
moved in the
general direction
of economic
liberalization, but
whether this has
been a blessing is
not always clearr.

A NEW THIRD WORLD DEBT CRISIS?
THE NEED FOR SYSTEM CHANGE
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Orvis and Drogus note that the closest thing to
consensus is around recommendations for
macroeconomic stability, strong institutions,
and investment in human capital. Even with
this consensus, it isn’'t always clear why some
states have been more successful in the era
of globalization than others.
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The Great
Recession was
only the latest in
a series of
economic crises
in the era of
globalization.

i

W R -*T-'.-L. ” | I < 4
Floreia: ‘[’ ”_J_ E W (L] l ASSEL S 1""'. i .'-.
.:\ F [ ‘ [ 1]" n hﬂ. "I.ll"JFJ g ; I“'I‘I* a- .II'I i
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A key question in both wealthy and poor countries is
how effectively a state can intervene in the

market to pursue
goals such as greater |
equality, health, and
environmental
protection...subjects
for our next lecture.

THE 2008 FINANCIAL IIECESSION BY NUMBERS

® 8 Unemployment

"' was still above

9% in 2010

---------------------------------------------------------------------------

$30 billion ; Fannie Mae and
federal guarantee for deal ~ ; Freddie Mac
between Bear Stearnsand  § guarantee 90%

JP Morgan Chase of all mortgages

-
----------------------------------------------------------------------------

US Treasury Department $150 billion

spent $350 billion buying AIG federal bailout
:"3"k "’““‘m“’d‘ﬁ D D RAG

Source: The Balance BANGKCOK POST GRAPHICS
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