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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?



The word 
development 
conjures images 
of impoverished 
children in Africa 
and gleaming 
new skyscrapers 
in China.
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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.



The political 
economy of 
development 
examines the 
interaction of 
political and 
economic 
development.
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The text notes that since World War II, an entire 
industry and several major international 
organizations – the International Monetary 
Fund (IMF) and World Bank in particular –
have arisen to try to help poor countries 
“develop.”
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What is “development”? What is meant by

it and why it is important will be the first

questions addressed. After

that we’ll need to ask what 

globalization’s effects 

are in the Global South 

and how states can 

navigate globalization 

to pursue development successfully.



1. How can states 
best pursue policies 
that enhance 
development and if 
outside help like 
foreign aid can be 
effective?

2. Are democratic 
or authoritarian 
regimes better 
able to develop 
their societies?
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What is Development?
The origin of the concept in its modern usage 

after World War II was connected to 
modernization theory. 
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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.



Politically, this 
meant becoming 
independent, 
democratic 
states.

Economically, it 
meant becoming 
wealthier, which 
meant 
industrializing 
and urbanizing.
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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. 
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He argued that neither growth nor poverty 
reduction alone were adequate goals. The real 
goal of development anywhere in the world 
should be enhancing the capabilities of 
individuals to lead fulfilling lives as they define 
them.
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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 might limit their 
capabilities.



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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“Development” 
attempts to 
depoliticize the 
process of social 
and political 
change in the 
Global South, 
removing agency 
from local actors to 
chart the course 
for their societies. 
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So rather than an effort to improve 
people’s lives, development as it is 
conceived and practiced is a 
continuation of colonialism in a new 
form.
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Development and Globalization 
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Foreign Direct Investment (FDI)
Investment from abroad in productive activity in 

another country.



Trade 
The flow of goods 

and services 
across national 
borders.
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International 
Capital Flows

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. 

However, the rate of poverty 
reduction varies dramatically 
by region, even if the change 
in the level of globalization 
does not.



So what explains 
this variation, 
and what can be 
done to improve 
the effects of 
globalization in 
the countries that 
are falling 
behind?

COMPARATIVE POLITICS



COMPARATIVE POLITICS

The Development Debate
The neoliberal-Keynesian debate also had an 

influential role in development policy in the 
Global South.
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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.
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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.
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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 
past.
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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…



1) Failure of SAPs in 
some countries due 
to failure of 
implementation
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Why the mixed success?
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2) The model was applicable 
only in certain political or 
economic circumstances
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3) A fundamental flaw in the model itself
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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 
industries.



They accomplish 
this through 
Export-Oriented 
Growth (EOG), a 
developmental 
policy based on 
encouraging 
economic growth 
via exports of 
goods and 
services, usually 
starting with light 
manufacturing 
such as textiles.
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The “Pink Tide” in Latin America
The neoliberal model and 

the IMF probably influenced 

Latin America more than 

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.



However, neoliberal 
reform did not 
produce notable 
improvement in 
growth or 
reduction of 
poverty. 
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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 
America’s “pink 
tide.”
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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 
earth, most of them 
in Africa, which seemed 
to be left behind by
globalization.



COMPARATIVE POLITICS

His work contributed to moving toward what came to 
be know as Millennium Development Goals 
(MDGs), targets established by the United Nations 
to reduce poverty and hunger, improve education 
and health, improve the status of women, and 
achieve environmental sustainability.



And so after a half 
a century of 
debate, no single 
development 
theory has 
proven as the key 
answer to the 
problem.
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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 
question is: What type of government is most 
likely to pursue beneficial policies?



In other words, do 
democracies or 
dictatorships 
produce better 
economic 
development?
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Concluding thoughts and questions…
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Development has been an important political 
and economic concept since World War II. For 
most people, it still means creating greater 
wealth – a process of poor countries 
becoming more like rich countries. Numerous 
scholars have questioned whether that should 
be the goal, as well as how it should be 
achieved.



Poorer countries 
have virtually all 
moved in the 
general direction 
of economic 
liberalization, but 
whether this has 
been a blessing is 
not always clear.
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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.



The Great 
Recession was 
only the latest in 
a series of 
economic crises 
in the era of 
globalization.
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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.
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