Lecture 1: What is Development? Where is Development?

“Development must, therefore, be conceived as a multidimensional process involving major changes in social structure, popular attitudes, and national institutions, as well as the acceleration of economic growth, the reduction of inequality, and the eradication of absolute poverty”--Todaro, 1989

WHAT IS THE “THIRD WORLD? 

· Origins in the beginning of the decolonization period and the Cold War (1945-1970)

· Phrase coined by Alfred Sauvy in 1952 drawing a parallel with the “Third Estate” in pre-evolutionary France 

· There is an element of power relations in this labelling and imagining of the world
Political Use of the “Third World”

· First World: Rich and industrialized capitalist nations of North America, Western Europe etc
· Second World: Socialist/communist countries of the Soviet Bloc and other socialist countries
· Third World: Countries that were not aligned with the first or second World ie. Non-aligned countries of Africa, Latin American and Caribbean, Asia and the Middle East
Classification by the World Bank

· Geographic Region: Low-income and middle income economies only. Sometimes referred to as developing economies
· Income Group: Low-income, $1,035 or less; lower middle income, $1,036-$4,085; upper-middle income, $4,086-$12,615; and high income, $12,616 or more
· Lending Category: International Development Association (IDA) countries are those that had a per capita income in 2012 of less than $1,205 and lack the financial ability to borrow from International Band for Construction and Development (IBRD)
Least Developed Countries (LDCs): The UN Criteria

· Low-Income Criterion: based on a three-year average estimate of the gross national income (GNI) per capita 
· Human Resource Weakness Criterion: Involving a composite Human Assets Index (HAI) based on indicators of nutrition, health, education and adult literacy
· Economic Vulnerability Criterion: Involving a composite Economic Vulnerability Index (EVI) based on indicators of: i) the instability of agricultural production; ii) the instability of exports of goods and services; iii) the economic importance of non-traditional activities (share of manufacturing and modern services in GDP); iv) merchandise export concentration; v) the handicap of economic smallness; and vi) the percentage of population displayed by natural disasters
What Do These “Classifications” Tell Us?
1. Disparity of income and wealth between global north and global south

2. Disparity of wealth and conditions between countries of both global north and global south

3. Disparity of wealth and conditions within individual countries in the southern countries

4. Disparity of wealth and conditions within Canada and the developed world

These things change over time, therefore it is difficult to generalize about the “labels”

WHAT IS DEVELOPMENT?

Development as Economic Growth: “The Goal is a Bigger  Pie”
· National income per capita is the most commonly used measure of development ie. WB, IMF

· Expressed either as GNP or GNP per capita (GDP or GNI)
Strengths: 

· Comparable data across countries and over time

· Income is related to average poverty

· Size of the economy matters
Weaknesses:
· Excludes non-market transactions ie. Parents caring for children, barter and black market

· GNP or GDP per capita doesn't tell us about distribution of income that is important for poverty

· Vague about the difference between  development and progress

· Disregards the systematic causes of underdevelopment

· Ignores the importance of social transformations and cultural issues

· Disregards the central importance of democracy

· Ignores the reality of inequality and justice 
Distribution of Income

· Income inequality is the direct link between per capita income and the number of people living in income poverty

· Income inequality is always eliminated faster when GNP growth is combined with a low level of income inequality and/or a declining concentration of income

· Critics of WB have argued that it pursues “trickle down” (neoliberal) policies that benefit the rich with the hopes that it will eventually rich the poor

· These policies are not as effective as social welfare and development policies that aim to redistribute wealth such as food subsidies, progressive taxation policies and universal health and education programs, land redistribution and providing credit for small scale farmers 

· Developing countries tend to be much more unequal than developed countries; therefore economic growth doesn't always translate quickly into poverty reduction 

· Inequality affects the whole society ie. Decline in social cohesion/levels of trust
Causes of Inequality
· Legacy of colonialism: Impact of pre-capitalist social relations ie. Slavery, feudalism, latifundia and settler colonialism

· Inappropriate capital-intensive technology imported from industrial countries 

· Inadequate social safety nets and institutions ie. Regressive taxation

· Certain types of economic growth 
WHAT IS POVERTY? 
Income Poverty (Two Types):

1. Absolute Poverty (Deprivation/Destitution) 
· Income falls below a defined “poverty line” (the money value of a basket of goods and services needed for basic survival)
· Food poverty line or absolute poverty line: Living on US $1.25/day purchasing power parity (ppp)--relative value of the currency  
· Total or moderate poverty line: Basic needs are met but barely --$1-2/day 
2. Relative Poverty
· Earning less than half of the GNP per capita 

· Most prominent in developed countries ie. Family of 4 living on less than $37,791 income
Relative vs. Absolute Poverty
· If we use relative poverty, then all societies by definition have poverty, even the richest

· It is not just about income level, it is about social relations, or where one is in soceity

· The relativity of one's position in society suggests social and psychological dimensions to poverty including social, moral and political ones 
Multidimensional Poverty 

Dudley Seers—1969
· Seers identifies six conditions for the “realization of human potential”
· Adequate income to cover the needs of basic survival

· Employment

· Improvement in the distribution of income

· Education (especially literacy) 

· Political participation 

· National autonomy
Denis Goulet: The Cruel Choice—1971
· Believed that development should promote:

· Life Sustenance: Basic requirements for survival (food, clothing, health and shelter)
· Self-Esteem: Dignity and identity of the individual
· Freedom: An expanded range of choices and freedom from “servitude”
Amartya Sen: Development as Freedom—1999

· Capabilities Approach: Wealth (income) is valuable in terms of what we can do with it—the substantive freedoms it accords us
· Concept of Freedom:
· Involves both processes and entitlements 

· Civil and political rights (processes), and opportunities (entitlements) that increase freedom like education and healthcare increase people's ability to lead fulfilling lives
· Freedoms that Enrich Human Life:
· Avoiding starvation, undernourishment, avoidable illnesses and premature mortality

· Being literate and numerate

· Political participation and uncensored speech
· Dual Approach to Freedom: Expanding people's “capabilities”
· Capabilities is the people's ability to exercise meaningful choices over their lives

· Freedom has intrinsic value, but also improves an individual's ability to realize the outcomes he or she values

· “Greatest freedom enhances the ability of people to help themselves and also to influence the world, and these matters are central to the process of development” --Sen 

· Freedom improves development (social outcomes) and individual outcomes; freedom is considered both a means and end of development 

· Poverty is seen as a “deprivation of basic capabilities” or freedoms

· Development is about enlarging people's choices
Criticism
· Very liberal and individualistic

· Disregards the systematic causes of poverty
Social Exclusion
· Poverty is about more than income, it is about social impotence/powerlessness

· Societies, including public policies, are partially responsible for the poverty of individuals 
UNDP's Human Development Index (HDI)
· Weighted average of indicators of a country's:

· Health (Life expectancy at birth)

· Knowledge (Adult literacy and gross school enrolment rate)

· GDP per capita in purchasing power parity terms

· These indicators approximate Sen's capabilities approach 
ETHICAL REFLECTION: WHAT MUST BE DONE?

Cosmopolitan Perspective:

1. Consequentialist Views (Peter Singer):
· We are morally bound to take action if that action doesn't compromise anything else of equal or higher moral value 

· Ex. We should be giving our surplus income to people who are starving as long as we are not giving up anything of greater moral value
· Objection: Too idealist—people are not likely to do this
· Solution: People should be required to give a portion of their income towards preventing starvation, serious suffering, and preventable causes of death
2. Contractarian Accounts (Thomas Pogge):
· We are morally obligated to end global poverty because we were causally responsible for it ie. Colonialism

· The current economic order preserves the advantages of the wealthy and allows serious and avoidable deprivation of the poor despite being an institution under which the current level of poverty would not exist and by preserving this system we are adding to global poverty

· Our obligation to address world poverty is partially based on our duty not do harm others
· Objection: What about the greed of ruling elites, corruption and poor planning?
· Solution: These factors are not excluded and also bear responsibility but wealthy nations (keeping these rulers in power and supplying them with ammunition) and WTO (advantaging the rich and disadvantaging the poor) do not help the cause
3. Right-Based Perspective (Charles Jones):
· The right to subsistence (food, shelter and basic healthcare) is based on the recognition that these are universally shared human needs and therefore are morally important because without them human lives are impossible

· Without this right a person cannot exercise any other rights including those that have been often taken as fundamental such as freedom of expression in the West

· We must not intervene with the rights, we must prevent others from doing so and help the rights-barrier attain those rights 
· Objection: Some states are not in a position to help their citizens achieve the right to subsistence 
· Solution: States with more subsistence than they need should redistribute their surplus to those states that do lack this basic right 
Communitarian Approach (Michael Sandel, Charles Taylor and David Miller):
· Disagree with the cosmopolitan assumption that national borders have no moral importance

· Believe that political and social communities are morally important—moral discussions about right and wrong can only be understood among people sharing the same background

· Suggests that we are justified in giving moral preferences to the needs of our fellow citizens because membership in the nation creates a special bond which only extends to other citizens

· A country should only pursue global redistribution if it is in its own interest without consideration of any other moral obligation
Libertarianism/Neo-Liberalism (Robert Nozic):
· Believes in the primacy of the individual right to freedom, non-interference and the right of individuals to acquire and retain private property

· Oppose any form of obligatory redistribution of wealth within and among countries

· If people obtain their wealth without force, they have the right to keep and dispose of their wealth as they wish and this is just

· We should not assess whether the current state of affairs is just based on outcomes ie. Wealth and poverty but rather on the basis of just procedure
Lecture 2: Development Goals

MORE CONTEMPLATION ON POVERTY 

Poverty and Population

Rev. Thomas Malthus (1766-1834)--Principles of Population (1799)
· Population rises geometrically (2 X 2, x2) while food production rises arithmetically (2+2+2...)

· Therefore, growth of the human population will lead to starvation, famine, increased poverty...
Criticism
· Science and technology leads to higher productivity

· Settlement and cultivation of new lands (often by force)

· More intensive expolitation of the biomass
Result
· Our physical environment has paid the cost ie. Climate change, pollution, soil degradation, loss of biodiversity etc. 

The Story of the Last Three Decades
· Income inequality is rising in most countries

· Poverty reduction is more difficult when inequality is high

· Worst case scenario for poverty reduction is when initial income is low and inequality is high ie. Parts of Africa
Paul Collier and the Bottom Billion
· Out of 6 billion people in the world (2005), 1 billion live in the “first world” (most in relative prosperity), 4 billion live in countries were there's been recent social economic progress, and 1 billion live in poor countries which have made little or no progress in recent decades
· Why are they stuck?: Conflict trap, natural resources trap, landlocked countries with bad neighbours and bad governance in a small country
THE MAINSTREAM THEORIES OF DEVELOPMENT

Theory of Economic Growth

Simon Kuznets--Four Key Features of Economic Growth
· Changing share of national output between agriculture, industry, and services

· Industrialization and growth of tertiary industries

· Changing pattern of employment

· Rising industrial and service sector employment

· Falling share of the number of people in farming

· Urban-rural migration and increased urbanization

· Brings costs and benefits to fast-growing countries

· Increased capital-labour ratio in non-farm sectors

· Lifts productivity in many industries but does it lead to higher wages?
Walt Rostow—Economic Modernization Theory (Five Stages Of Economic Growth)

· Traditional Societies—Societies that have low productivity, are non-scientific, agricultural, and follow religious political systems
· Preconditions for Take-Off—Expanding trade and nation state by enlarging outlook, connecting with the international community, expanding social/economical relations, depending less on agriculture, controlling birth rate, and accumulate capital through production
· Take-Off Stage--Societies must increase the rate of investment for the country over 10% --(10% of the money (GDP) must go towards scientific research and technological advances), must develop their own leading sectors (ie. Industrialization), increase society’s foreign trade and learn more about the financial stage of the world 
· Self-Sustain Stage—Economy modernized, ISI, new technology and diversification
· Stage of Affluence or High (Mass) Consumption—The country has come to a stage where it has influence on other countries, therefore it can now focus on consumption and services, welfare and security

Lewis' Structure of Change Model of Growth
· Underdeveloped economies consist of two sectors
· Traditional, overpopulated: Rural subsistence sector with surplus labour
· High productivity: Modern sector to which the surplus is transferred 

· Focus of the model is on the process of surplus labour transfer from the traditional sector 

· Leads to the growth of output and employment in the modern sector

· Calculated that with an increase of 30% or more in urban wages, workers will migrate from rural areas to urban areas

· This would lead to grown in output and employment throughout the modern sector
Dennis A. Rondinelli
· American experience with development assistance is based on the paradigm that:

· All societies could modernize and grow economically in a sequence of historically verified stages that had occured in Western nations over the previous two centuries

· This modernization and growth can be accelerated in poor countries through the transfer of resources and technologies from industrialized nation 

· The state would be the principle instrument of development 
Economic Growth Goals
· Poverty reduction in developing countries through foreign aid programs
Criticism
· One dimensional

· Interventionist and political

· Materialist/consequestialist

· Ahistorical

Meeting Basic Human Needs
· Five basic needs: adequate food, shelter, clothing, healthcare, and primary education 

From Economic Liberalism to Neo-Liberalism

· Neo-liberalism describes the broad social, cultural and political changes that took place in the structures of Western capitalism since the late 1970s

· Hayek and Friedman are the two intellectual figures of neo-liberalism 

· It turned into a political/strategic agenda by Margaret Thatcher and Ronald Reagan

· Mainly referred to in the debates on globalization and global capitalism 
Neo-Liberal Key Assumptions
· Reducing the role of the state as the direct economic actor—state only a market facilitator 

· Putting a great power to the logic of the free market

· Free market requires competition; therefore no monopoly 

· Deregulation of markets including labour markets

· Privatization of state-led enterprises and companies

· Interchangeably referred to as “globalization” or the “Washington Consensus”
Washington Consensus
· Concept and name were first presented in 1989 by John Williamson, an economist from an economic “think-tank” in Washington, DC

· The term was used to summarize the commonly shared themes among policy advice by Washington-based institution at the time such as IMF, WB and the U.S. Treasury Department

· It was a set of Structural Adjustment Policies (SAPs)/economic policies which countries had to follow in order to quality for new WB and IMF loans and help them make debt repayment on the older debts owed to commercial banks, governments, and WB
Structural Adjustment Policies (SAPs)--IMF and WB
· Austerity measures to reschedule debt but conditional:

· Reduce government expenditures 

· Lay off workers mostly in education and health 

· Cut government programs ie. Education, health and agriculture

· End subsidies for the poor such as food, transport, housing and water

· Improve terms for foreign investment

· Reduced taxation and currency control on investors

· Devalue currency

· Reduce or freeze wages—reduce work power

· Privatize the economy ie. Free market rules

· Market regulation of prices (huge increases)

· “Willingness to pay” ethic for social services

· Growth of private healthcare

· Countries must continue paying debt (often greater than health budgets)

· Rescheduled debt over longer period (indefinite)
Effects of SAPs
· Increased prices of food and transportation

· Massive unemployment

· Non-living wage for those who remain working ($20-40 per month)

· User fees for health, education, and other services

· Reduction in education and healthcare quality 

· Social unrest—demonstrations and riots

Effects of SAPs on Health Issues
· Health budget half of the 1980s level: Benin=9% to 4%, Mali=8% to 4% etc

· Inadequate professional training and positions

· “Brain drain” of doctors and nurses
· External—To USA, Europe, Japan, and other rich countries
· Internal—To better paying jobs in-country (part- or full-time)
MILLENIUM DEVELOPMENT GOALS (MDGs)--EAPRICED
· The biggest promise ever—In September 2000, 189 member stated of the UN adopted the Millennium Declaration, which included concrete commitments and targets for poverty eradication, development and environment protection  with a target for 2015
1. Eradicate extreme poverty and hunger
· Reduction the proportion of people living on less than a dollar/day and those who suffer from hunger—1/4 of children in the developing world are malnourished
2. Achieve universal primary education
· Ensure that all children complete primary school—115 million children do not attend school
3. Promote gender equality and empower women
· Male:Female in education, employment and equal opportunities is uneven favouring males
4. Reduced child mortality
· Reduce child mortality rate in children under 5 by 2/3—30,000 children die everyday from preventable diseases
5. Improve maternal health 
· Reduce the ratio of women dying in childbirth by 3/4—risk of dying in childbirth is 1 in 48
6. Combat HIV/AIDS, malaria and other diseases
· Halt and begin reversing HIV/AIDS, incidence of malaria and other major diseases—AIDS is the leading cause of premature death in Sub-Saharan Africa
7. Ensure Environmental Sustainability
· Integrate principles of sustainable development into country policies and programs

· Reverse the loss of environmental resources
8. Develop a global partnership for development
· Develop further an open trading and financial system that includes a national and international commitment to good ie. Governance, development and poverty reduction 
POVERTY REDUCTION APPROACHES

Poverty and Human Rights
· International Labour Organization (ILO) policy during 1919-1939: 

· To promote and implement the standards and fundamental principles and rights at work

· To heighten opportunities for men and women to obtain decent work and pay

· To increase the scope and effectiveness of social protection for all 

· To strengthen tripartism (contract between business, labour and state) and social dialogue

· Universal Declaration of Human Rights (article 22):

· Everyone, as a member of society, has the right to social security and is entitled to the realization through national effort and international co-operation and in accordance with the organization and resources of each State, of the economic, social, and cultural rights indispensable for his dignity and the free development of his personailty

· International Covenant on Economic, Social and Cultural Rights (article 1):

· All peoples have the right of self-determination. By virtue if that right they freely determine their political status and freely pursue their economic, social and cultural development 
Following Initiatives

· 1968—The first world conference on human rights in Tehran

· The achievement of last progress in the implementation of HR is dependent upon sound and effective national and international policies of economic and social development
· 1977—The UN Commission of HR confirms the importance of HR for development 
· 1986—The UN Declaration of the Right to Development 
Office of the High Commissioner for Human Rights (OHCHR) and Poverty Reduction

· 2004—HR and Poverty Reduction: A Conceptual Framework:

· Poverty reduction and HR are not two projects, but two mutually reinforcing approaches to the same project

· Underpinned by universally recognized moral values and reinforced by legal obligations, IHR provide a compelling normative framework for the formulation of national and international polices, including poverty reduction strategies  
Sasha Mehrotra and Enrique Delamonica—Eliminating Human Poverty
· Microeconomics policies and institutions for pro-poor growth

· Basic expenditures on basic social services

· Deep democratic decentralization

· Mobilizing increased domestic resources

· Increasing external resources 

Lecture 3: History of Development

“THE WEST AND THE REST”

1500-2010

· 1000-1500—Major regions of the world had similar incomes per capita 2:1 highest to lowest
· 15000—China was the most technologically advanced country but the West started growing faster than the rest 

· Birth of colonialism
Why Did “the West” Grow Faster than “the Rest?”
· Inherent superiority? Better institutions? Climate? Embrace of science and technology? More open and tolerant society? Exploitation of others (at home and abroad)? Risk taking? Breaking the hold of tradition? Religion? Triumph of the bourgeoisie/middle classes? Capitalism?

Sachs on Britain
· All countries started out at a similar point but Britain had:

· A relatively open society allowing individual initiative 

· Strong institutions protecting poverty rights

· Rise of the middle class/bourgeoisie

· Scientific revolution

· A location on major trade routes

· Freedom from energy constraints (coil)

· Small differences in growth rates over long periods explains the current disparities

· US grew at 1.7% while Africa grew at 0.7%

· Rejects the idea that the rich got richer because the poor got poorer or that colonialism was determinant
Max Weber on Western Civilization
· “The fate of our times is characterized by rationalization and intellectualization and, above all, by the disenchantment of the world”--Weber 

· Believed capitalism to be peaceful, emerging through rationalization and efficiency of social and economic relations

· Industrial capitalism overcomes its own internal tensions through rational planning and orderly competition for power within an arena of secular politics

· The rules of competition are guarded by a state that has a legitimate monopoly of force

· “Modernity” is associated with societies ruled primarily by reason as enshrined in predictable, efficient, and secular institutions, which suggests an exit from violence 
Chili and Spuds
· How did East Africa come to grow tea? How did Colombia come to grow coffee? 

· What do the following have in common?

· Vindaloo from Goa, India; Irish spuds; and Zimbabwean sadza

· All moved around the world during the great period of colonialism starting in 1500
A More Sophisticated Argument

· Critical Perspective
· Underdevelopment has roots in the emergence of modern the European world
Mainstream Perspective
· Underdevelopment has roots in:

· Socio-cultural backwardness, 

· Traditional mode of life

· Spirituality vs. Individualistic self-betterment

· Cyclic rhythms of lifestyle

· Lack of interpreneurship
FOUR STAGES IN THE DEVELOPMENT OF  IMPERIALISM

· 1492-1776—Global expansion
· 1776-1870—British imperialism
· 1870-1914—High imperialism 
· 1930s-1940s—Late imperialism
First (1492-1776) and Second Stage (1776-1870): Imperialism and Colonialism

Latin America

· 1492—Columbus “discovers” America, looking for a shortcut to India's wealth 
· 1519-1522—Magellan sails around the world
· 1521—Spain conquers the Aztec Empire
· 1522—Portugal colonizes Brazil
· 1533—Spain conquers the Inca Empire (Andes)

· Massive demographic decline

· Central Mexico, 25 to 1 million, 1519-1605

· Some indigenous people wiped out (Caribbean)

· Lack of immunity to new diseases esp. Smallpox, typhus and syphilis

· Precolonial economy and society gets fundamentally and violently reordered 

· Precious metals and agriculture for export to Europe

· Labour shortage in L. America encourages repressive social organization (ie. Latifundia: landlord-peasant), importation of slaves from Africa, and repressive labour practices (ie. Tribute, debt bondage, and indentured labour)

· Early independence: 1810s and 1820s, but neo-colonialism (first UK, then USA)

· Heritage of inequality and highly stratified social systems—race/ethnicity a big factor in inequality
Asia

· 1510—Portugal colonises Goa, 1553—Macao 
· 1565—Spain colonizes Phillipines
· Early 1600s—Dutch colonizes Spice Islands 
· 1600-1700s—Dutch, Portuguese, British, Spanish, and French contest for trade monopolies
· 1757—British East India Co. Conquers Bengal

· Global trade networks, often based on chartered companies; wars and trade mix

· Colonial rule often followed by trade
Africa

· 1400s—Portuguese sail down African coast, looking for a way to wealth of India
· 1400s onwards—Trading posts along the coast
· 1600-1820s—Atlantic salve trade ie. Arabian slave trade in Indian Ocean 
· Scramble for Africa—Only 10% colonized by 1876; 90% by 1900
· While settle colonialism posed problems in Algeria, Kenya, Zimbabwe, Namibia and S. Africa
· Belgian Congo—10-20 million dead due to colonial action 
Explanations and Justifications for Colonialism

· Economic—Commercial reasons, need for new markets, raw materials due to declining rate of profit at home? (Hobson and Lenin)
· Political—European military competition backed by ideology of nationalism
· Moral—Claimed superiority of Western culture, therefore their mission was of civilization, and the need to spread the Gospel
White Man's Burden—idea that (white) Europeans and Americans have a duty ti colonize and rule over peoples in other parts of the world because of the alleged superiority of European culture—Both the subject peoples' and the act of colonization are seen as burdens
· Opportunism: The man on the spot took initiative
Other Developments

· 1814-1815—Vienna Conference
· Powers of Europe sent delegates to decide on the reorganization of the chaotic Europe Napolean's conquest left behind

· Because of the fear of the strong France, strong state boarders were created

· Determined the future boundaries of Europe that still impact Europe today

· The goal was to design a political landscape wherein no one power could dominate

· It also outlawed the Atlantic slave trade—although all major powers agreed, only Britain took action 
· 1823—Monroe Doctrine
· Policy of the United States which stated that further efforts by European nations ti colonize land or interfere with states in N. or S. America would be viewed as an act of aggression requiring U.S. Intervention

· At the same time, it noted that U.S. would neither interfere with existing European colonies nor meddle in the internal concerns of European countries
· 1884-1885—Berlin Conference (the Congo Conference)
· Regulated European colonization during the New Imperialism period, and coincided with Germany's sudden emergence as an imperial power 
· General Act of the Berlin Conference—Formalization of the scramble for Africa

· Ushered in a period of heightened colonial activity by European powers, while simultaneously eliminating most existing forms of African autonomy and self-governance 
Third Stage (1870-1914): High Imperialism 
· 17% of the world lands under the control of UK, France, Belgium, Germany, USA, and Japan

· Quick, explosive, and very competitive ie. Scramble for Africa, India, Vietnam and China

· Imperialism continued in L. America by the U.S. 
Fourth Stage (1930-1940s): Late Imperialism
· Imperialist systems begin to unravel

· Exhaustion and near bankruptcy of European colonial powers after two World Wars

· Indigenous intelligentsia turned Western ideals against colonizers ie. Liberty, equality and fraternity, democracy, rights and nationalism
Differences Between Colonialism and Imperialism 
	Colonialism
	Similarities 
	Imperialism

	-Direct

-Land control

-Civilizing missionreligion

-Practice

-“Genocide” colonialism

destruction of native culture/people

-Assimilation 

-Military contracts

-Colonies are necessary

-More expensive because of direct control


	-Oppression 

-Superiority

-Exploitation

-Created the system of central and periphery countries
	-Indirect

-Social, political and economic control

-“Puppet” control (local elites) charter companies  (Some military force)

-Scramble for Africa-19th century

-Creating an empire

-Idea

-Group divisions  of colonized

-Did not necessarily create colonies

-Less expensive because it doesn’t require direct control


DECOLONIZATION AND NEO-/POST-COLONIALISM 
· Rise of anti-colonial world powers post 1945 ie. U.S. And USSR

· Decolonization mostly completed by mid-1960s

· Many links with colonizing powers remained:

· Export-oriented economies

· Culture, language and education (“colonizing the mind”)

· Legal and other institutions

· Foreign aid

· Military cooperation 

· Neo-colonialism/Post-colonialism
Import-Substitution Industrialization (ISI)--1930s-1970s
· WWI, the Great Depression, and WWII caused breaks in trading relationships between developed and developing countries 

· Lack of traded products from North encouraged Southern industrialization into consumer goods

· Promoted local industry—premised on high wages, high tariffs (to limit competition), and importation of capital goods

· Idea was to protect and promote “infant industry”

· Aim was to move from consumer goods to consumer durable to intermediate to capital goods; gradually lowering tariffs to improve efficiency (or regional integration and larger markets)

· Rise of the “developmental state”--state owned enterprises, control and regulation of the economy; and deepening of industrialization
Dysfunctions
· Persistent deficits due to import of capital goods (required debt financing or periodic slowing of economy to balance)

· High wages increased inflation (complicated by wage-price indexing and lack of cheap imports)

· Generated stop-start economic cycles

· Strengthened in size and influenced the working class, which still remained largely outside electoral politics--presented an opportunity for political elites to mobilize them to stay in power

· Birth of populism and revolution movements
Rise of Military Dictatorships—1960s-1980s
· Mobilization and radicalization of the working class groups resulted in a backlash from conservative forces fearful of socialist revolutions—CF could often rely on military support 

· Military coups d'etats swept through the developing world 

· U.S. And its allies tended to support conservative forces in the context of the Cold War

· Socialist bloc gained some adherents in the South ie. “revolutionary” regimes in N. Korea, Vietnam, Angola, Ethiopia, Cuba, Mozambique, Laos etc

· But, the economic record of most military governments was poor; elites eventually realized the regular access to policy makers in democratic system was better than in dictatorships

Debt-Led Growth and the “Lost Decade” of the 1980s
· Developmental state of the 1960s and 1970s borrowed heavily to finance current account imbalances (resulting from ISI) and big industrialization projects (at low floating market interest rates)

· OPEC oil price boom (1973) permits recycling of petro-dollars (to developing countries)..easy, cheap money

· Second oil shock of 1979 and rising interest rates made it difficult for developing countries to service debt

· Debt service obligations forced cutbacks on other spending

· Most developing countries needed to reschedule their loans, and had to turn to IMF and WB, which imposed SAPs in exchange for new lending
Structural Adjustment Programs 

· Reduce Price Distortions
· Remove price controls and subsidies

· Financial liberalization (liberalize rates)

· Less intervention in labour markets
· Trade Liberalization
· Remove import quotas and reduce tariffs

· Allow foreign direct investment 

· Realistic exchange rates (floating or tied?)
· Reduction of the Role of the State
· Privatization of state-owned enterprises

· Cut government spending to balance budget 

· End central economic planning
The Washington Consensus
· Fiscal discipline (don't run deficits)

· Public expenditure priorities to be reordered (pro-poor)

· Tax reform (collect more taxes)

· Liberalizing interest rates (no subsidized credit)

· Competitive exchange rate (floating)

· Trade liberalization (reduce tariffs)

· Liberralization of inward Foreign Direct Investment (FDI) to attract MNCs

· Privatization (sell state-owned enterprises)

· Deregulation (less government interference in the economy

· Prosperity rights (protect them)
Development in Reverse in 1980s and 1990s (L. America and Africa)
· Combination of factors pushed development in reverse:

· Debt repayments

· Decline in FDI (net outflow of profits)

· Commodity prices declined (apart from oil) by 25%, 1980-1988: main source of income for many countries

· Protectionism in the First World

· Decline in aid flows in 1990s

· Economic recession due to poor implementation of adjustment

· Cutbacks in social spending

· Conflict
Collapse of the Socialist Option—1989-1991
· Socialist option polarized development policy 1945-1989

· Some 25 “socialist” states by late 1980s

· Defined by the following criteria (Sutton and Zaimeche):
· One party rule

· Egalitarian goals or governing principles/ideology

· State-ownership of means of production

· Collectivized agriculture 

· Command economy (ie. Centrally planned economy)

· Pawns in the Cold War ex. Ethiopia, Vietnam, Cuba and Angola

· Loss of support from USSR led many into market reform

· Some struggled on ex. Cuba, N. Korea, and Burma

· Some adjusted by themselves ex. China 
Neoliberalism and “End of Development?”...The Washington Consensus
· WC became the basis of the economic reform throughout the world during 1990s

· Became ideology especially on trade, FDI and privatization...easy things to do were done
· Triumphalism: “The End of History” bu Fukayama

· Pushed by the IMF and WB in their policy advice (SAPs and conditional lending)

· 1990s also see a return to democracy world-wide (Largely due to economic failure of dictatorships, end of Cold War and pro-democracy norms promoted by the West)
Washington Consensus Under Fire (2000s)
· Poor results of WC reforms in many countries ex. growth, poverty, unemployment, & inequality

· Many developing countries turn against WC reforms—back to populist and/or statist policies

· The most successful developing countries did not follow WC

· Backlash against pro-market institutions at global level which seemed biased against poor countries ex. WTO, WB and IMF
· BUT, growth takes off in 2000s with reduced poverty (WC? or new-found policy flexibility and pragmatism?)
Tentative Conclusion
· Rise of India, China, the Asian tigers etc. Can be seen as a return to the pre-1500 norm, where international inequalities were not so great
Lecture 4: Theories of Development—Mainstream and Marxist Approaches

THE BEGINNING—ADAM SMITH ON SELF-INTEREST
· In spite of their natural selfishness and rapacity, business people are led by an invisible hand
· Therefore without intending to and without knowing it, by looking out for their own interests, they advance the interest of society 

The Invisible Hand Metaphor
· Free competition is egalitarian and most efficient 

· It leads to more and better articles for people

· Amounts to the common good
The Role of State 
· Defence against invasions

· Creating infrastructures

· Promoting justice by supporting public order 
Free Market and Capitalism
· Why did the Smithian perspective prevail?

· Epistemological reason

· Political reason

· Interventionism and managerialism in the time of great economic crisis:

· The New Deal

· Bretton Woods System 

· Neoliberalism 
MODERNIZATION THEORY (1950-1960s)

Repeating the European Experience
· Emerged in the post-WWII period, theoretically linked to both the Marshall Plan and the CW

· Based on contrast between modern and traditional societies—development viewed as traditional societies evolving continuously into modern societies over time (changes in society, values, and economy). 
· “Development Economics”, as described by Desai, is part of this broader trend and optimism 

· Identifies the social variables and institutional factors necessary for this evolution
Sociological Modernization Thoery—Talcot Parsons and B.F. Hoselitz
· Economic development is also a change in social structure, culture and values

· Need to destroy the economic basis of traditional vested interests and traditional values

· Need a social group to spearhead change (entrepreneurs)
· Talcott Parsons—the Pattern Variables

· 5 roles or “social relations” that change with development
· KEY POINT: Personality, values, and social roles  evolve from traditional to modern in a continuous process
	Traditional Society
	Modern Society

	Affectivity: Predominance of roles (POR) that give affective and emotional gratification
	Affective Neutrality: Predominance of roles whose performance is effectively neutral 

	Ascription: POR according to non-achievable status or attributes (sex, age, family position, etc.) indifferent to quality of performance
	Achievement: POR in which achievement is the basis of status

	Diffusion: POR in which a number of functions may be combined. Ex. Family membership and work on a farm
	Specificity: POR specific to particular functions, as in a bureaucracy

	Particularism: POR in which expectations are particular to status of performer
	Universalism: POR in which performance is measured irrespective of the status of the performer

	Collectivity Orientation: POR oriented towards the collective such as society or kinship groups
	Self-Orientation: POR in which private self-interest is the primary motivation 


Psychological Modernization Theory—McClelland
· Psychological factors important for growth, particular the “need for achievement”
Criticism of Modernization Theory

· Too simplistic and rigid—Assumed all countries developed in the same way form a “traditional” starting point
· Eurocentric—Copy experience of Europe or North America
· Lacks appreciation of the international/global dimensions of development—Especially disregards how colonialism changed development potential 
· Ahistorical—Does not account for diversity of experience
· Lacks an understanding of power—Political, class, military, cultural, etc. 
· Fundamental Problem—Many countries did not seem to “develop” along modernizationist lines in this period 
MARXISM—A REVOLUTIONARY PATH TO DEVELOPMENT

Marxism and Development
· Capitalism is a revolutionary force in world history—progressive at first then retrogressive

· Capitalism and imperialism are linked—Lenin 

· Exploitation and class conflict are core drivers of all hitherto existing societies 

· Development is a systematic process of economic, social and political change; not just more, but different 

· it is discontinuous, often violent, driven by groups and classed who seek change

· “Socialist”/Marxist/Communist regimes have often been repressive, economically disastrous, and not always socially progressive ie. Cold War dynamics

· Good analysis, poor prescription?
· Key Thinkers: Paul Baran, Bill Warren, G. Kay, Theresa Hayter, Monthly Review Press, New Left Review, and Socialist Register 
Paul Baran
· Economic development has historically always meant a far-reaching transformation of society's economic, social, and political structure, of the dominant organization of production, distribution, and consumption

· It has always been propelled by classes & groups interested in a new economic and social order

· It has always been marked by more or less violent clashes

· It has never been a smooth, harmonious process 
· Solution: Revolution and Socialism
Marxism, Imperialism, and Development 
	Theory
	Period
	Theorists
	Description

	Imperialism
	Early 20th century
	Hobson, Lenin, etc
	Export of “surplus capital” and the control of the government by “finance capital”

	Neo-Imperialism
	Post WWII
	Baran & Sweezy, Magdoff, etc
	Military spending as institutionalized waster. Maintenance of subordinate position of periphery

	Depednecy
	1960s
	Prebisch, Frank, etc
	Core-periphery relations of unequal exchange

	Hegemonic transitions
	1960s
	Wallerstein, Arrighi, etc
	Cycles of productive and financial expansions. The declining hegemony imposes financialism on the rest of the world 
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Imperialism: The Highest Stage of Capitalism---Lenin

DEPENDENCY THEORY—A REACTION AGAINST MODERNIZATION
· First theoretical approach to development emerged from Third World (UN-ECLA in Chile)

· Grows out of a mix of Marxism and Raul Prebisch's (ECLA) concept of  the “declining terms of trade” 

· Shift emphasis from internal constraints on development to external constraints: effect of global capitalism, imperialism, and neo-colonialism

· Focus on post-independence economic relations as a continuation of colonialism

· Structuralist approach 
Raul Prebisch
· Worked for UN's Economic Commission for Latin America (ECLA) in the 1950s

· His work challenged the assumptions of conventional development economics in two ways:

1. Capitalism has created a centre and periphery in the world economy

· With the application of conventional development economics, which encouraged trade between the two, inequalities between them would continue to grow

· During WWI, WWII & GD, when trade between L. America and the core countries was disrupted, L. America countries diversified and industrialized 

· Gains of this period were being lost after WWII as conventional economics justified the resumption of close trading relations with core countries

2. Reflecting on the experience of the peripheral countries during the booming of international trade, he, in parallel with Hans Singer, took issue with conventional trade theory

· Trade between industrial and agricultural countries eventually would favour the industrial country because they would benefit from advances in technology in industrial countries, which will reduce the prices of industrial goods faster than the prices of agricultural goods

· Instead of permitting the prices of industrial goods to fall with technological progress, advanced industrial countries kept the benefits of technical progress by keeping prices high, therefore leaving the agricultural countries unable to afford these prices--Prebisch-Singer Thesis
Immanuel Wallerstein's World System Theory
· According to Wallerstein, the capitalist world economy was the product of centuries-long expansion of a world market centred on Europe dating back to the 5th century 

· Despite the multitude of political and economic forms within it, it was from the start and remained a capitalist world system

· No unit within it could be analyzed separately because it could have only one system-wide character, even though it has generated “unequal development and therefore different rewards”:

· The differential of the core of the European world economy vs. Its peripheral areas, within the European core, between states, within states, between regions and strata

· This capitalist world economy was divided into a core, a periphery, and a semi-periphery

· Though at times the position of individual countries changed, the overall structure did not
Later Developments

Andre Gunder Frank—The Development of Underdevelopment
· Underdevelopment is not an original position—contrasts modernization theory 

· World capitalism is the cause of both development and underdevelopment

· Core countries exploit periphery countries through unequal exchange—based on Prebisch's “terms of trade” ie. Overtime developing countries export less goods than they import 

· Chains of metropoles (cities) and satellites (rural areas) linked in patterns of exploitation
Third World Approaches to Development 

· According to Dependency Theory
· Development is structurally limited by capitalism

· Periods of development occur only when satellites are delinked from metropoles (1914-45)
· Only Policy Option is to Break the Chain
· Socialism, delinking/Autarky, and collective self-reliance
· Moderate dependentistas—Theory translated into policy of import substitution, industrialization, and the developmental or “dirigiste” state.
Criticism Against Dependency Theory
· Those who cut themselves off from the world-economy don't do as well economically and need repression to keep the isolation going. Ex. China (1949-1980), N. Korea (1945-), Burma (1962-2011), Albania (1945-1990) and Bhutan (pre-1960)

· Failure of the main policy prescription (ISI)--economic dysfunctions of ISI

· Rise of East Asian Tigers/NICs (Taiwan, S. Korea, Singapore, Hong Kong)--“Satellite” economies that were developing even as dependency theory flourished

·   Rise of Brazil, China, and India to global prominence is not easy to square with dependency theory
STRUCTURALIST AND HETERODOX ECONOMICS
· Economics is a useful, but incomplete way of understanding development

· Markets work for many things, but not all

· Government action may be needed to correct markets

· Inequality (at national and intermediate levels) matters deeply

· Economists need to be sensitive to local conditions (history, geography, climate, institutions, politics, gender, and social relations)

· One size does NOT fit all 

Lecture 5: Post-Development and Alternative Approaches

EMERGENCE OF POST-DEVELOPMENT PERSPECTIVES
Background Picture of the Emergence
· Failure of mainstream theory of development

· Failure of development practices informed by modernization ideas

· The challenges of the feminist perspective

· The role of critical theory

· Social and identity movements

· Emergence of post-structuralism and post-modernism
Failure of the Mainstream Theory
· False promises of theory of development:

· Development as a kind of futurism

· Development from now onward

· Progressive (linear) orientation

· Development from ahistorical perspective 

· Development through freedom and human rights 

· Development requires free market

· Development is possible through integration in the world capitalism 

· Development= well being and prosperity
The Influence of Post-Structuralism

· The Discourse of Language
· The language and discourse is controlled via power  mechanisms

· The rules of exclusion

· Internal system for the control of discourse

· Employment of discourse

· Eliding the reality of discourse
· Knowledge/Power
· Discourse produces knowledge—knowledge is inseparable from power—if knowledge is truth, truth is not outside power 
Post-Structuralist/Post-Development Theories
· A change in the attitude of though and programs of development 

· What is development? Who is beneficial? Downscaling!
· A change in the methodology of development 

· The idea of development is discursive 

· No to interventionism 

Post-Development Scholars
· Arturo Escoar, Enrique Dussell, Gustavo Estava, Anibal Quijano, Majid Rahnema, C.L.R. James, Mahmood Mandani, Walter D. Mignolo, and Serge Latouche 
Major Ideas
· Orthodox theories ignore structural barriers

· Prevailing theory comes with power relations

· Scientism and universalism are instruments of hegemony

· Development theory is suffering from inherent contradictions

· Underdevelopment has roots in colonialism

· Theory of development is not democratic

· Theory of development is a kind of expansionist politics
Arturo Escobar
· The historical roots of development are to be found in the political rearrangement at the world level that occurred after WWII

· “Underdevelopment” and “Third World” emerged as the working concepts in the process by which the West and the East redefined themselves and the global power structures 
“Democratic Fair Dealing” in Question
· In his inaugural address in 1949, Harry Truman announced his concept a “Fair Deal” for the entire world 

· An essential component of this concept was his appeal to USA and the world to solve the problems of the “underdeveloped areas” of  the world
Problematizing of Poverty—Majid Rahnema
· The world poverty is, no doubt, a key word of our time, extensively used and abused by everyone

· Huge amounts of money is spent in the name of the poor

· Thousands of books and experts advice continue to offer solutions

· Strangely enough, however, nobody, including the proposed “beneficiaries” of these activities, seem ti have a clear, and commonly shared, view of poverty
The Result—Gamut of Ills and Devils
· Environmental destruction

· Dehumanizing experience pf development for much of the world's population

· The continental reproduction of neo-imperialism, neo-capitalism and patriarchal structures of domination and expoitation
ALTERNATIVES
· Deliberative democracy

· Self-reliance

· Local and community movements

· A rooted social solidarity 

· Understanding the dark side of development 
Escobar's Proposal
· Social movements

· Critical studies of globalization and development 

· Cultural studies of science and technology 

· Political ecology 
Lecture 6: Neo-Liberalism

WHAT IS LIBERALISM?
· Individual basic freedoms and fundamental rights

· Individuals are self-legislative beings 

· They are self-interested and competitive 

· Competition is inherent in the natural condition 

· Rational human beings are collaborative beings 

· They want the well-being and freedom of others as well 
· Societies often open to change

· Often considered "modern"

· Kind of perspective that has been used in the past 400 years that defines the relationship and leadership of societies

· There are liberal systems and liberal individuals

· Escape any kind of ideological dogma. Open to change

· Cooperation replaces competition--->Open door policy and cooperating with others

· Committed to the freedom of others and emancipation of others 

· Liberalism can sometimes turn into a socialist concept

· In the Canadian society, there is a liberalist-socialist aspect

· Keyannian liberalism is a kind of socialist-liberalism ideology which is very different from a Marxist socialism

Neoliberlism vs. Liberalism
· A liberal man in the 18th century was a gentle man…and not an ideological thing

· It became an ideology in the 19th century as a platform and an ideology

· Adam Smith used liberalism in economical and moral times

· His free market “invisible hand” concept

· Free people do not only work for their own common good but for the common good of the whole society

· Liberalists are not selfish beingsthey work for the greater goods of their own and others

· Liberalists are self-legislative economic competitors-they compete but respect each other

FOUR STAGES OF THE DEVELOPMENT OF NEO-LIBERALISM

Economic liberalism was the organizing principle of society engaged in creating a market system—Polanyi 
The First Stage: Neo-classical or Commercial Liberalism
· This is more committed to profit making

· The moral aspect of liberalism is now gone

· Darwin’s idea of the survival of the fittest is used to justify 
· Herbert Spencer—If you are not happy you should compete to get happyself helpwhatever you do is the moral thing (Hobbian theory)

· Do not help the poor people because you are betraying both the poor and the rich because you must leave the society open to competition with the stronger (rich) surviving and the weak (poor)--Pure competition

· Created their own kind of morality

· The only way we help the poor is if we need them for something ex. Help with the promise that they will vote our way in the UN
The Second Stage: Post WWII Neo-liberalism (1947)
· Marked by F.A. Hayek (Post WWII neo-liberalism (1947)) in Austria

· Characterized by a group of scholars among them Karl Popper

· Open concept society
· Political liberalism—Individual freedom and protection of individual freedoms are required for the functioning of society

· Institutions should train educate liberalist instead of socialist intellectuals 

· States should intervene to make sure that universities are training liberalist and not socialists

· Those “socialist” intellectuals are enemies to civilization
· Chicago School of Thought (backed by corporations and capitalist forces)  became the training ground for the puppets of the new liberalism 

· We should share our ideas with others so they can think more like us

· New liberalism is the best out of Marxism, Socialism, and Nazism  

· Believes in less state intervention or modern intervention 

· Believes there is a need for a ruling body but only an administrative one

· The government is supposed to protect the benefits of the individuals

· The government intervenes in the social needs of a system ie. Education, health, and happiness. The government is responsible for your happiness 

· Contradictory to Spencer who believes that you should not help others

· Believes in opening the gate to stronger competitors therefore eliminating the weak 

· Supporting a need for the preservation of the capitalist society
The Third Stage: Neo-liberalism to  Neo-convervatism (1979-1980’s)
· Backlash against the ISI or developmental state and its consequences (unstable growth and unstable politcs)

· Intellectual basis in Anne Krueger's (1970s) work—The Political Economy of Rent-Seeking Societies
· Regan and Margaret Thatcher influenced by the London school of economic thought

· Union between political and economic (political conservatism and masters of capitalism) powers in the states

· Regan used the bible and God to support his ideologies 

Neo-Liberal Policies
· Redirection of public spending from subsidies towards provision of pro-growth services

· Market determined interest rates

· Trade liberalization

· Privatization of public assets

· Deregulation of markets

· Legal security for property rights 
The Fourth Stage: Neo-liberalism and the Washington Consensus
· 10 policies of WC suggested by John Williamson along with the IMF and WB

· Creates a new way for capitalist forces
FUNDAMENTAL PRINCIPLES OF NEO-LIBERALISM

1. The state is not the principle agent in the free market economy—F.A. Hayek
· Planning leads to dictatorship because dictatorship is the most effective instrument of coercion and the enforcement of ideals, and as such, essential if central planning on a large scale is to be possible

· Abuses Adam Smith's ideas
2. The mistrust of the state—Milton Friedman
· If you put the federal government in charge of the Sahara Desert, in 5 yrs there would be a shortage of sand
3. Trust in individual entrepreneurship—Milton Friedman
· Nobody spends someone's money as carefully as he spends his own

· Nobody uses someone's resources as carefully as he uses his own

· So if you want efficiency and effectiveness, if you want knowledge to be properly used, you have to do it through the means of private property
4. Against utilitarianism
· Believe in free competition in the market without consequences

· This means that the strong (rich) will get stronger while the weak (poor) will get weaker.

· They have no regards for the fact that the countries of the global south are not yet as economically strong as they are in order to compete in a free market

· Doesn't believe in any kind of utilitarianism
5. Capability technology approach 

· Success depends on capability and adaptability of technology by entrepreneurs

· This means that those countries which are not technologically inclined due to lack of resources, education or contradiction with a traditional cultural way of life will not be able to succeed.
6. Depoliticization of neo-liberalism 
· Depolicize in order to have your ideas welcomed by people

· Neo-liberalism is the only path to human freedom and well-being

· Freedom gives people their own essence of humanity

· Argues that they are not political—not doing anything for political gain

· Prominent school—Michel Foucault
	Liberalism
	Keynesian (social liberalism)
	Neo-liberalism (Libeterian)

	-Intervention

-Every individual should be free
	-Intervention

-Positive freedom: It is impossible to leave the poor people of a community to compete with the rich, therefore freedom must be contextual. -Someone must look out for the disadvantaged of society--government (Thomas Greene)
	-No intervention 

-Believes in negative freedom: freedom is an absolute freedom because they believe that nothing should get in the way of anyone’s freedom to whatever they like (Nozick)


Neo-liberal Strategies

1. Privatization
· Privatization for exploring new opportunities for accumulation of capital 

· Communication. Transportation, public services, healthcare, public eduction, and public houses

· International norms in service of privatization ex. WTO, Trade-Related Intellectual Property Rights agreement (TRIPs), etc

· The weak resistance of the south
2. Commodification of economy
· Commodification if the transformation of goods and services, as well as ideas or other entities that normally may not be considered goods, into a commodity 

· Commodification of the environment and the common heritage of mankind

· Preventing state protection of their resources
3. Financialization
· Expanding international financial transactions

· Stock promotions and manipulation

· Structural asset destruction through inflation

· Ex. Ponzi and pyramid schemes

· A ponzi scheme is a fraud disguised as an investment opportunity, in which initial investors and the perpretors of fraud are paid out of funds raised from later investors, and the later investors lose all funds invested 
4. Management and manipulation of crisis
· Creation of crisis, its management, and manipulation in the world

· Ex. Increasing interest rates by Federal reserve in 1979

· Importing SAPs

· Ex. Mexican debt crisis case

· Deliberate creation of unemployment

· Manipulating people's minds with the help of mass media
5. State redistribution
· Cutbacks in public expenditures

· Reviewing tax codes

· Tuition fees for eduction

· Reducing mortgage rates

· Police controlling

· Democratic reforms 
FACTORS IN THE EMERGENCE OF NEO-LIBERALISM

· Collapse of the Keynesian System
· Accelerating inflation

· Widespread discontent

· Threat of socialism
· Fiscal Cause
· Reduction of taxes (1973-1975)

· Increasing demand for public expenditures ex. New York City bankruptcy case
NEO-LIBERALISM UNDER QUESTION
· Limited success expect in controlling hyperinflation

· Growth rates worse than ISI period on average—it's supposed to have pro-grown policies

· Some countries led to brink of collapse by enthusiastic adoption of WC policies ex. Argentina

· No notable effects on poverty reduction, inadequate generation of decent employment, and possible worsening of distribution of income...until 2001 
· YET, there has been improvement of macroeconomic fundamentals in 2000s

· Can be viewed as modernization theory—all countries follow same economic fundamentals

· We are still in this period because it is the new orthodoxy of development but it has been facing more critique since late 1990s
Lecture 7: Globalization

WHAT IS GLOBALIZATION?
· Compression of time and space—interconnectedness
· Linking of “localities” around the world—glocalization (a new global public sphere)

· Enlargement of worldwide communication—deterritorialization

Global Village
· The world is now global, not international

· World as a single place as opposed to the world marked by single places

· Is the world moving towards a cosmopolis (international city) or towards polis (city)

· Integration or fragmentation and confrontation?
GLOBALIZATION IN ITS CONTENT
· Understanding globalization by breaking it down into its distinct concepts—Steger
· Globality—The social condition of tight economic, political, environmental, and cultural interconnections across national borders, around the world
· Globalization—The expansion and intensification of social relations and consciousness across world-time and world-space
· Global imaginary—The growing consciousness of belonging to a global community 

· Condition, process, process/goal
Proponents of Globalization
· Human solidarity networks

· One worldists, world federalists, cosmopolitans

· International business and finance

· Exporters and importers

· Information technology (IT) industry

· Mainstream (neo-liberal) economists 

· Neo-liberals and libertarians

· Loved by both the right and the left
Promises of Globalization—The Neo-liberal Dream
· Freer movement of goods, people, and capital—better global allocation of resources, greater efficiency, higher growth, and greater prosperity

· Greater diversity, choice and freedom

· Freer exchange of ideas

· Global (or at least international) cooperation to solve global problems 
Opponents of Globalization
· Reactionaries and traditionalists (both religious and secular)

· Nationalists, especially the national security industry

· Xenophobes, racists, anti-immigrants 

· Northern trade unions, and associated firms 

· Environmentalists

· Anti-capitalists

· Localists and communitarians

· Hated by both the right and the left 
Anti-Globalization Case
· Globalization has led to:

· Increased inequality

· Environmental degradation

· Cultural and social homogenization ex. McWorld

· Exploitation of the weak by the strong ex. Sweat shops, powerful MNCs, etc

· Neo-liberal form of globalization is a project of the ruling class
Is Globalization New?
· Adam Smith, 1776

· K. Marx and F. Engels, 1814

· J.M. Keynes, 1919

· Fernand Braudel and the Annales School in 1950s and 1960s

· Dependency theory and World Systems theory in 1970s and 1980s

· Term “globalization” came into mainstream Western media only in mid-1980s

Is Globalization Inevitable?

· Yes
· The technological determinists—Technology connects us worldwide no matter what

· The economical inevitablists—There is no alternative ex. Margaret Thatcher
· No
· The very diverse anti-globalization movement
· It can be managed
Is Globalization Post 1980 Something New and Different?
· By some measures, globalization has accelerated ex. International capital flow, internet, telecommunications costs, etc

· By some measures, globalization is below its 1870-1913 heyday ex. Immigration 

· Globalization as a hegemonic neo-liberal project?
· Ebb and flow—The post 9/11 obsession with national security blunted aspects of globalization 
An Intermediate View?
· Have both pro- and anti-globalizationists oversold their case?

· Inequality, environmental degradation & violations of HR not always linked to globalization

· Variety of experiences between and within countries

· If globalization is everything, maybe it is nothing

· Globalization has not been a one-way street from North to South
· South-->North--Changing cultural tastes and diets in the North

· Southern MNCs investing in the North
· South-->South exchanges ex. Bollywood and Nollywood

· How you manage globalization matters ex. Malaysia vs. China—avoid impossibilism!
Globalization—Paradoxes, Risks and Threats

· Paradox: Even opponents of globalization must use its tools—Steger on Osama Bin Laden
· Risks: Inequality and exclusion as threats to the globalization project
· Threat: Greater integration means co-related risks-->systematic risks-->fragile systems 
Globalization and Developing Countries

· Hyperglobalism—Justification of global market forces

· Thomas Friedman, The Lexus and the Olive Tree
· World currently faces two struggles: the drive for prosperity and development (Lexus) and the desire to retain identity and traditions (Olive Tree)

· Kenichi Ohmane, The Borderless World
· Borders and nation states are becoming irrelevant 

· A fundamental paradigm shift has occurred that is changing the way business is done and is operating under old rules
Critique
· The reality of inequality and poverty

· Answers from the South East Asia

· Sen's Analysis
Skeptics' Argument
· Gilpin on hegemony stability

· Emergence of a new kind of nationalism

· No room for the South in global capitalism 

· Rosenau's fragmentation

· Challange of localism vs. Globalism

· Manuel Castells, Information Capitalism 
A New Imperialism
· Capitalist forces control the world transaction

· 15% population controls 75% of world economic output

· Emergence of oligapolies

· Customer takes the conditions of market as give

· The impossibility of changing the condition 

· The role of TNCs

· Emergence of a new hegemony

· Remember Gramsci
Globalization from the South
· The compression of the world raised the level of consciousness—the end result was networking and deterritorialization

· The rest vs. the west

· Global civil society

· Ex. Zapatista (1994), Seattle (1999), Genova (2000), Belem (2009), etc
Lecture 8: State as Development Actor

WHAT IS THE STATE?

Definition
· An Entity with a monopoly over the means of force within a designated territory that it controls, enjoying legitimate support from the majority of the population with sovereignty
Key Features:

· Security—From foreign and domestic intervention, and monopoly of force
· Identity and Cohesion—Nationalism and citizenship

· Both an agent and a structure in society
· Bureaucratic, administrative, and legal institutions—hierarchy, continuity, impersonality and expertise
· Government 
· Professional apparatus: How much “capacity” does the bureaucracy have?
Minimalist Approach to Definition of State 

· It is not the embodiment of anything inherently rational, universal, or transcendent

· It is only a state of laws

· It is sociologically neutral but not politically

· Relation to Society: How much “relative autonomy” does the state have? Does it act for particular interests or for more general interests?
1933 Montevideo Convention 
· The state as a person of international law should possess the following qualifications:

· A permanent population

· A designated territory

· Government 

· Capacity to enter into relations with the other states 
Article 4 of he UN Charter
· Membership in the UN is open to all other peace-loving states which:

· Accept the obligations contained in the present Charter, and in the judgement of the Organization

· Are able and willing to carry out these obligations
The Long History of the European State 
“States make war and wars make states”--Charles Tilly

· The European state emerged to fight wart. It required:

· An educated, skilled, and healthy workfore

· Technological developmental

· Military organization and discipline

· Administrative competence

· Loyalty from the population

· Colonialism was the result of the interaction between the European state and less powerful forms of political (and technological) organizations

· Modern improvements in public health, education, and nutrition were based largely on maintaining an effective fighting force (1914-1945)
· Culmination of process: Development of welfare state ex. Germany (1890), UK (1911), and USA (1933)

· The ideal was a competent, technocratic and interventionist state 

· Promoting economic growth and technological prowess

· Supporting the population with a “social floor”/safety networking

· Fighting war, both hot and cold

· Industrialism undermined social stability in Europe

· Strong governments used nationalism to strengthen their control over the masses and hide sources of division, particularly class—Giddens
· Fiction of the universal and timeless nation-state

· In reality, often a fiction presented by the middle and upper classes to ensure their domination over lower classes

· The development of imagined communities was always violent
The African Colonial State
· Colonial states had two purposes:

· Manage interaction between international capitalism and local (pre-capitalist) production

· Control indigenous population through politics, military, culture, religion and ideologies
· Forms of Intervention—Taxes, forced labour, and compulsory crop production 
· Colonial Legacy—Post-colonial African state exhibits similar characteristics

· Personalism and discretion-- “weak institutions”

· Strong repressive apparatus

· Weak social and administrative apparatus

· Concern with political survival and enrichment of leaders

· “Tribalism” and use of local “authority figures”

· Fighting over a “shrinking pie” (corruption)
· Neo-patrimonialism—A two-tier structure with bureaucratic authority at the top and customary patrimonial authority at the bottom
A Comparative Account of the Statehood
	European States
	Southern States 

	-Its roots are in the struggle for human freedom and in the enlightenment
	-States have been formed by colonizers

	-Formed in a historical context and associated with the formation of the European identity 
	-Formed on the principle of divide-and-conquer or divide and rule

	-Comes out of fundamental social transformations
	-Formation of core-periphery relations 

	-Emerged along with capitalism and marked with modern institutions
	-Remember post-development argument


Three Views on the Role of the State

· Developmental state—An actor or agent, promoting development 
· Welfarist state-- An actor responsible for creating/fostering a facilitating environment for growth and development 
· Neo-liberal sate—An obstacle to growth and development 
State Capacity and Autonomy—The Development State
· Capacity is the main factor in developmental

· Capacity and autonomy interact—democratic state, embedded autonomy, metitocracy and corporate coherence, and the importance of structures 

· Developmental states: autonomy + intense relations with social structures ex. Taiwan, S. Korea, Brazil and India
The Rise of the Interventionalist State (ISI)

· Structuralist/heterodox critique—Period of early development economics 

· Developing economies suffered from market imperfections that had to be corrected by state 

· Scarcity of capital/credit

· Weak entrepreneurial capacity and little risk-taking

· Monopoly/oligopoly (by foreign firms)

· ISI policies try to correct these problems and encourage industrialization—The activist state
The Fall of the Interventionalist/Activist/Developmental State
· Inediquate economic performance of Africa, L.America, and non-oil Middle East compared to East-Asian “miracle” states (S. Korea, Taiwan, Singapore and Hong-Kong)

· Lots of evidence of incompetence and corruption in bloated, inefficient state sectors

· The debt crisis of the 1980s signalled the end of the developmentalist state in many countries—SAPs which supplemented an ideological challenge 

· Rise of a new orthodoxy—neo-liberalism 
The Neo-liberal Challenge to Developmentalist States
· Sclerosis of the institutions—institutions are effective in adjusting to changes in some areas but unable to adjust to changes other areas

· No role for government (Hayek, Nozic, and Buchanan)

· The government is a malign Leviathan
· Hecksher-Ohlin theory—Failure of ISI and the formation of monopolies

· Imperfect markets are better than imperfect states

· These two pathologies create a cycle in which state intervention cause economic inefficiency, stagnation (through lack of investment) and eventually, economic risk 

1. Rent-Seeking State—Politicians and officials use state intervention to extract “rents”

· Rent is super-normal profit arising from monopoly or oligopoly ex. Officials demanding bribes to provide permits (Caleb on The O.C.)

· It involves lobbying 

· State enterprises extract rent in terms of leisure, not extra monetary profit i.e. No one works too hard, but everyone gets paid

· Politicians may distribute subsidies, contracts, tariff protection, loans, and appointments to supporters
2. Predatory state seeking extracting surplus
· At the top, rulers plunder (steal) ex. Zaire (now D.R.Congo) under Mobutu

· At lower levels, corruption, bribery shakedowns

· Results in no one having any incentive to investment which leads to economic decline
Clientalism
· Favouritism for particular groups that may be perfectly legal, unlike corruption, but harmful to social interests Ex. Legal but destructive trade in derivatives by Goldman Sachs

· it is a universal, not just a southern, problem
The Intellectual Case for Neo-liberalism 
· The developmental state cannot make better economic decisions than individuals responding to market prices--Deepak Laal 1985

· The poor make good, rational choices (T.W. Schultz), trust them!!

· There's no reason to believe the government planners know better than individuals and firms

· There's no agreed ethical position on redistribution of wealth, so why do it?

· Emperical research shows trickle-down from growth works in the long run

· Free-market economies develop faster

· Free markets mean free people
 The Neo-liberal Challenge and the Asian Tigers
· In the 1980s and early 1990s, neo-liberals, especially the US government, claimed Japan and the East-Asian “tigers” as evidence for their free market case

· Suggested that these countries had:

· Outward-oriented economies (instead of inward or ISI)

· Free trade regimes (low tariff levels)

· Little state intervention (free marketeers)
· Japan disagreed
· Despite heavy editing of the book, The East Asian Miracle to please the neo-liberals, it still showed that the rapid growing East Asian countries had very activist developmental state 

· Subsequent research showed that rapid economic growth was associated with certain types of state action—Wade 

· Key was the use of industrial policy—Tigers never eliminated international competition during ISI, the government was able to keep the pressure for efficiency on overtime
· Balance—ISI and export-orientation simultaneously

· Government role in allocating credit for industrial development 

· State did not fail or create systematic failure—State reduced information asymmetry; public-private sector links; competent meritocracy in bureaucracy; ethical and autonomous bureaucracy (little or no rent-seeking)
Development Policy in the Era of Globalization—Critical Questions
· If Asian tigers could do it, why did similar activities seem to fail in so much of Africa, S. Asia, L. America and Middle East 

· Can other states still do what the Tigers did in the 1950s-1980s?

· Has the state retreated or weakened?

· States or markets? Which better explains the rapid development of India and China?

Lecture 9: National Development Agencies and the Myth of Foreign Aid

Money Giving—A Charity to the Poor
· Alms in cultural and religious perspectives

· Liberal tradition—helping is a culture

· Consequetism—focuses on the outcome of one's actions—one brand is utilitarianism

· In today's world, it is considered a cultural commodity
· In today's world, development is understood in terms of mere help
Culture of Help in Question
· High administrative costs and bureaucracy

· It is a deviation in understanding of the causes of inequality and poverty

· Weakening self-reliance and attitude

· Trojan horse mentality—ulterior motives disguised in form or aid

· Help doesn't necessarily reflect needs
What is Aid?

· Shifting terminology—foreign aid, foreign assistance, development aid, development cooperation, official development assistance (ODA), etc
· OECD definition of ODA—grants or loans to developing countries which are

· Undertaken by the official sector

· With promotion of of economic development and welfare as the main objectives

· At concessional financial terms

· In addition to financial flow, Technical Cooperation is included in ODA
Different Types of Aid Programs

· Informal aid programs—humanitarian and emergency aid which is often charity based
· Formal aid programs—systematic aid to governments including multilateral aid programs 

· ODA and Development Assistance Committee (DAC)
What DOESN'T Count as ODA
· Trade assistance and non-concessional loans, inward investments by MNCs

· Preferential tariff reductions

· Grants, loans, and credits for military programs

· Transfer of payments to private individuals ex. Pensions, reparations, or insurance payouts

· Remittances

· Private and religious philanthropy

· Commercial transaction ex. Loans on commercial terms, foreign direct investment
New Forms of Aid, New Donors
· Big growth in private philanthropy recently
· Philantro-capitalism of IT billionares—ex. Bill and Melinda Gates-& Hewlett Foundation

· Including foundations in developing countries ex. Shuttleworth, Tata, etc

· Religious-based philanthropy in Third World 

· Rise of non-Dac ex. China, Brazil, India, Qatar, and Thailand all have their own aid programs

· Third world is setting up its own finance institutions ex. Banco del Sur, DBSA, etc
Bilateral and Multilateral Aid

· Bilateral—from state to state

· Tied grants—to purchase articles, goods, and services in the donor country
· Untied grants—can be freely used, however, there are sometimes certain conditions ex. Hr observation
· Multilateral
· By international financial institutions—ex. The EU aid program in relation to debt crisis
“It's a lot of money”--ODA Flows in Context
· Global GDP 2011—US$69,890 billion

· GDP of low and middle income countries 2011—US$23,476 billion

· Pentagon budget 2010—US$684 billion

· FDIs in developing countries in 2009—US$400 billion

· Remittances to developing countries 2010—US$325 billion

· Direct and spillover costs of “failed/failing estates”--US$270 billion

· ODA from DAC donors 2011—US$134 billion

· Household consumption of alcohol in UK 2006—US$76.5 billion
Two Myths Exploded
· Development is a huge enterprise that uses up vast amount of taxpayer dollars

· Actually, ODA accounts for about 0.31% or donor countries' GDP, or 31 cents of every $100 of income in donor countries

· Canada's aid program is less that 3% of federal government spending

· In surveys, US citizens overestimate the amount of US foreign aid by a factor of 100

· Aid is very important for developing countries
· Actually, aid is among the smallest of financial flows to developing counties with FDIs 3x bigger and remittances almost 2x as big

· Even as a percentage of GDP of low- and lower-middle income countries, total aid is small, only 1.2%

· In heavily aid-dependant countries, aid is about 10% of GDP

· Even if donors met the UN target of aid at 0.7% of donor's GDP, aid would still be a very small flow of resources

Remember...
· Non-aid policies of the industrialized countries have impacts on poor countries in terms of:

· Agricultural subsidies

· Intellectual property rights

· Trade policy 

· Immigration policy 

· Decisions on international peace and security

· Policing of donor country citizens and corporations abroad ex. Corruption and sex tourism

· Monetary policy
Aid Donors—OECD and DAC

Aid Effectiveness
· A shift towards strategic intervention

· Supporting comprehensive development 

· Frameworks such as “poverty reduction strategies”

· In fragile states, state building and delivering basic services

· In the environment of weak governance and capacity:

· Monitoring and evaluating implementation of aid

· Strengthening partnership commitments
Commitment to Development Index
· Measures commitment of donor countries to development through their policies and actions on:

· Aid—volume and type, including private philanthropy

· Trade, investment, security, environment, migration and technology  
Aid Receivers
· Low income countries—GNI per capita-->1.25

· Less developed countries—the UNGA res. 2768 (xxvi) 1971

· Life expectancy is 45 yrs

· The lowest in HDI

· Extreme poverty

· Political corruption

· Civil wars

· Developing countries ex. Ethiopia, Congo, Pakistan, Tanzania, etc

· East European countries ex. Serbia, Ukraine, Kosovo, Bosnia, etc

· Some members of Organization for Economic Cooperation and Development (OECD)
0.7% Discussion

· Tinbergen initiative (1964)--0.7% of GNP of the developed countries to the underdeveloped
· UNGA Res. 2626 (xxv) approval (1970)--International development strategy for the second UN development decade
· European countries' commitment (2005)--All EU development members met in Brussels and announced the by 2015, all of the original EU-15 will set time tables to meet the 0.7%
· Professor Jeffrey Sachs calculation
· 1.1 billion poor, each needs $1.08

· Income per day is 77 cents, (281/year)

· Shortage of income/year is $113

· 113*1.1 billion=124 billion

· GNP of DAC countries is $124 trillion/year—6%=$124 billion

· 0.7% help means to end poverty
Donor's Motivation

· Liberalism
· Help is self-enrichment attitude

· It is coming from a moral sense of solidarity
· Critique
· Aid programs are formed based on the national interests than the real moral motives

· They are sometimes for prestige or cultural mission

· Pogge—Help is a kind of deceit
· Realism
· Help is the means of foreign policy

· Help has been fromed in line with ideological considerations

· The aim is to neutralize radical movements

· Help is also oriented towards spheres of influence 
· Lenin theory of imperialism
· The US Model
· Aid program relying on the idea of the governance (liberalization of economy + democracy)

· For US, it had its roots in the Cold War and Cuban case

· For Europeans, it consolidates trade partnership with Africa

· Good governance is the central tenant—An effective public service, a well-run legal system, and a well defined property rights system 
· The Third World View
· Post-colonial view

· Formation of neo-colonial links

· Aid programs justify power relations 

· Help and the discourse

· Superior-inferior relations—giving, receiving, and unequal reciprocity
· The HR Model
· Aid programs for HR promotion 

· The International Bill commits us to this end
· Declaration on the Right to Development (1986)--Another source of commitment 
What is the Real Debate?
· Aid Effectiveness?

· Effectiveness of all of a donor country's policies in promoting development?

· Development effectiveness?

· Why do people in donor countries like to focus on the smallest and least important of these debates ie. On aid effectiveness?

Lecture 10: Foreign Aid, Poverty, and Development 

The End of Poverty
· If for every $100, we keep $99.90, and let the poor keep the other 10 cents, we can save millions of life every year while keeping the world much safer

· We have to think about investing in people, in poverty alleviation, in social stability, and in progress rather than waiting for the explosions that are too expensive for anybody to bear
Capital Required to Overcome Poverty

· Human capital--help people by empowering them to contribute to their own society ie. Markets through professional, education, healthcare, and skills
· Business capital--help farmers be more productive in their activities and industries in their administrative tools that may be beneficial
· Infrastructure capital—roads, railroads, electricity, etc
· Natural capital—help them take care of their own environments
· Public institutions capitals—help make education more accessible for everyone
· Knowledge capital—help them gain access to knowledge that will help in self-management
Capital Based Economic Growth
· Cycle of economic growth-->savings-->investment=capital accumulation-->economic growth
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Relationship Between Population Growth and Poverty

· Lack of access to education and healthcare is the root of the problem—no school fees and in some countries girls are discouraged from attending school due to cultural or religious beliefs

· Without access to education, job prospects outside manual labour and subsistence are limited—therefore end up with low wages often inadequate to meet basic needs

· Low wages means family cannot afford nutritious food—can result in malnourished mothers who are more likely to give birth to premature or low weight babies

· This leads to decreased ability to work and learn even if children are fortunate enough to go to school 

· Without a good eduction, children have few job choices aside from manual labour or farming 

· People who are dependent on subsistence farming are likely to have more children to provide much needed labour and income
· With little healthcare and eduction, the cycle is likely repeated in the next generation

Poverty Trap
· Income is below subsistence

· Saving is zero or negative

· Population growth, climate change, environmental degradation, poor governance, and conflict are all leading to further decline

Solution

· Target investments to end the poverty trap—Raise income and saving, reduce population growth, reverse environmental degradation, and decrease self-sustaining growth
· MDGs strategy

Five Core Interventions
· Food production—agricultural inputs

· Access to primary education (school meals, IT)

· Access to healthcare

· Access to infrastructure—roads, electricity, telephone and IT communication, safe water, sanitation, irrigation, etc

· Business development 

All these should be built on Community-Led Development and Local Professional Management
Three Scenerios

· No ODA—poverty trap
· Two-year ODA for inputs—temporary boost to income but not sustainable
· Four-year ODA for inputs—boost to income is sustainable because after 4 yrs, household has built income sufficient to self-finance inputs on an ongoing basis
Different Diagnosis and Capital Accumulation
· A need for sufficient and continued investment

· A need for a rigorous differential diagnosis based on the appropriate division of labour between the public and private sector

· Business capital must be created by individuals—government cannot help with this

	Household income
	Business, human, and knowledge capital 

	-Public budge
	-Human, knowledge, infrastructure, natural, and public institution capital 


Why Should  Government Finance Public Services?
· Prevent monopoly over public needs

· Public services are non-rival

· Public finance is required for security of the whole society

· Helping the poor with the access to infrastructure
The 0.7%
· The UN Millennium Project's analysis indicates that 0.7% of the rich world's GNI can provide enough resources to meet MDGs by 2015

· Similarity to Rostow's model?
Challenges

· Ahistorical theory—disregards the history ie. Colonialism, imperialism, and current history

· Ignores domestic obstacles—cultures of societies have different opinions on development 
· One size fit all model—societies are very different 
· Cultural complexity is a very prominent issue in social sciences
· Downgrades the real meaning of development to the economic dimensions
· Lowered Self-confidence—teaches the south that they need the West to help them because they cannot help themselves
· Inherent contradictions—aid + non-recognition=never recognizing self-determination
Lecture 11: International Development Institutions

Bretton Woods and International Financial Institutions
· BW conference took place in New Hampshire in 1944

· Aim of the conference was to create the post-war international economic system 

· BWC gave birth to:

· International Bank for Reconstruction and Development (IBRD)

· The General Agreement of Tariffs and Trade (GATT)

· The Wold Bank (WB)
Economic and Monetary Perceptions Between the 2 Wws
· The gold exchange standard

· Floating exchange rate

· Bilateralism and exchange rate
Bretton Woods Agreements
· Presented an unprecedented experiment in international rule-making and institution building 

· They were decisive in the re-opening of the world-economy

· They created an entirely new type of open system that the capitalist world had never seen before
Forces Involved

· Power capability—the ascending hegemonic power of USA searching for a free trade system 
· Monetary community of experts—agreement on post WWII ie. J.M. Keynes & H.D. White
The Agreements
· Desirability of currency stability and the convertibility of currencies based on the US dollar

· A need for international reserves to help the balance of payments deficits 

· A need for managing and supervising of monetary and trade policies ie. International investments, capital movements, exchange rate parities, and commodity prices
International Monetary Fund (IMF)

· Purpose—(1)exchange rate stability, (2)short-term financing to overcome balance of payments difficulties 
· Developed—to reduce possibility of world recession (lesson from GD of 1930s)
· Institutional functioning
· Members pay a “quota” which (1)constitutes a pool of money; (2)determines special drawing rights; (3)voting power on board of directors
· Voting power—USA 17%, Japan 6%, and S. Africa 0.87%

· 24 Eds, consensus decision making in shadow of most powerful countries

· President (managing director) is European
· Borrowing—beyond SDRs, IMF needs to okay repayment schedule and plan
· Conditionalilty—Commonly includes: reduce government expenditure; tighten monetary policy; and eliminate structural weakness (privatization of public firms)
· Worth noting
· Highly ideological “cookie cutter” conditionality ex. Ethiopia conditionality

· US has determinate influence ie. S. Korea in 1997

· WB won't lend until IMF gives okay

· Countries afraid to disagree with IMF ex. S. Korea
The World Bank (WB)

· 1944—International Bank for Reconstruction and Development 
· 1960—International Development Association 
· 1956—International Finance Cooperation (IFC)

· Multilateral Investment Guarantee Agency (MIGA)

· International Centre fir the Settlement of Investment Disputes (ICSID)
· Structure

· Governance—board of directors, 24 Executive Directors (EDs), 5 permanent 
· Voting based on “subscriptions”--sum of paid-in and callable contributions
· Voting power 2009: US (16%); Japan (8%); Germany (4%), France (4%); UK (4%) 

· 2001—US (14.45%); Japan (10.96%); Germany (7%)

· Decisions made by consensus, in shadow of vote (US can effectively veto)
· President—Robert Zoellick
· The functioning

· Raises capital on private markets through WB bonds at up to 20-year maturities
· Offers loans—Hard (at market rates) and soft (at concessional rates)--International Development Association (IDA)

·  US influence derived from funding, holding presidency, and location in Washington with most staff educated in US

· US has an ambivalent relationship to WB as to all multilateral institutions because it dears it might undermine US influence 

· Both highly ideological and progressive institution SS
· The Mission

· 1944—Helping devastated European countries and development of poorer countries
· 1947-48—Assisting developing countries
· 1968—McNama's reforms
· 1973—SAPs
· 1988—SAPs revisited
· 1989—Washington Consensus
· 2002—Newer adjustment policies
· 2002—Poverty reduction and PRSPs
· Good governance (GG)

· 1989—The long-term perspective on sub-Saharan Arica-->Africa needs gg
· 1992—Governance and Development 
· Public sector management

· A legal framework for development 

· Transparency and information

· GG on economic sense (Bretton Woods agreement, article 8)

· Transparency, democracy, and participatory development 

· Reforms are technical in nature

· A shift away from state shrinking toward the conception of the effective state
Reform of Global Financial Architecture?--WB and IMF After 2009 Crash
· Rise of G-20 replacing G-8

· New countries at the table—Argentina, Brazil, China, India, Indonesia, Mexico. S. Africa, S, Korea, and turkey
· Pittburgh Leaders' Statement (Sept. 24-25, 2009)
· Reform the global architecture to meet the needs of the 21st century—After this crisis, critical players need to be at the table and fully vested in our institutions to allow us to cooperate to lay the foundation for strong, sustainable, and balanced growth

· We designated the G-20 to be the premier forum for our international economic cooperation

· We are committed to a shift in IMF quota share to dynamic emerging markets and developing countries of at least 5% fro over represented counties to under-represented countries using the current quota formula as the basis to work from

· We stressed the importance of adopting a dynamic formula at WB which primarily reflects countries' evolving economic weight and WB's development missions, and that generates an increase of at least 3% of voting power for developing and transition countries, to the benefit of the under-represented countries

Theoretical Challenges
· Industrialized and developing countries do not work the same

· Markets are fragmentation 

· Different economic and commercial skills

· Rational choice approaches do no work—WB and IMF follow the  rational choice theory (enhancing the level of rational thinking than enhances benefits—associated with neo-liberals)

· People might follow modest economic activities—often follow irrational choice

· Free to follow communitarian instead of individualist approach to seeking benefits for the whole community 

· People dedicate themselves to the community 
· Communitarian cultures—prefer to prevent rational innovation of society and instead choose more religious or cultural based innovations
· Cultural obstacles against innovation—sometimes religion doesn't allow parents to send their children to school ex. Export oriented cultures

· High levels of economic inequality make economic development different 

· Markets do not raise spontaneously 
Critical Challenges
· SAPs have deteriorated the conditions of life—deterioration of human rights ex. Congo's and Nigeria's government cut off funding for public education, healthcare, etc

· The negative and disproportionate impacts on women

· Lowering the wages of poverty

· Political oppression

· Intensificient ethnic and regional problems and conflicts
Lecture 12: The UN System and Other Multilaterals

Definition
· International Law (regimes and institutions) as the content

· International Organizations (IOs) as the container

· IOs + International Law=multilateralism—institutional collaboration of more than 2 countries

· International institutions are NOT the same as international organizations (book)

· International institutions deal with international law while IOs deal with the physical applications of these laws 
· Regime institutions—the persistent and connected sets of rules, both formal and informal, that prescribe behavioural roles, constrain activities, and shape expectations
· Multilateralism—Depicts a generic institutional form in international relations 
Why do Organizations Join and Cooperate in IOs and Give up their Own Sovereignty?

· International Realism--“hegemons” use IOs as forums for projection of their power--

· They can get more benefits from collaboration to enhance their own sovereignty

· Works to stop the development of other countries

· Believe that the basic job of politicians is to keep the country safe from external threats

· Enhance citizens' happiness 

· No room for humanity
· Neo-liberalism—self-interest and economic gain from cooperation
· Liberal Internationalism—to solve problems that individual states cannot solve alone

· Collaboration comes from rational thinking of leaders

· As long as they can live together, they can work togeth
· International Liberalism and Bargaining Theory-- “the weak in the world of the strong” use IOs to protect and promote their own individual and collective interests
· Constructivism—to change international norms and values

· If we create the norms and standards of behaviour for everyone, we can create a better world for everyone

· These laws are binding because they have been created by everyone, therefore benefits everyone equally
THE UN SYSTEM AND UNDP

UN HISTORY

· Dumbarton Oaks Conference in Washington DC (1944)--US, UK, Soviet Union and China
· San Francisco Conference (June 1945)
· 51 member states, mostly Europe and Americas

· During WWII, after they had joined the fight, the world became Americanized

· Roosevelt wanted his government to design post-WWII IOs 
· League of Nations Wounds Up (1946)
· Created after WWI, 1919

· Hands over its assets to UN

· Incorporates some previously existing organization ex. International Labour Organization (ILO), Universal Postal Union (UPU), International Telecommunications Union (ITU), and World Health Organization (WHO)
The UN and its Developments

· Beginning-1950s
· Its mission is to promote intermediate peace (1960)--Age of independence of Africa

· It is a strategic means for hegemonic countries (beginning-end of Cold War)

· It involved the strategies of CW

· UN is used instrumentally by members of the security council during CW

· Has done activities on development—creates the legal instruments
· Universal Declaration of Human Rights (UNUDHR)--1948
· Legal instrument created by the UN that declared that the international community must respect the rights of everyone to develop themselves as they want (at. 28)
· The Convention for Prevention and Punishment of Crimes of Genocide—1949
· There's a direct link between genocide and development of a country ex. Rwanda
· Convention Relating to the Status of Refugees—1959
· Refugees must enjoy their conventional rights
· Convention on the Rights of the Child—1959

· Vienna Convention on the Law of Treaties

· 1960-1990

· The First UN Development Decade (0.7%)
· Action of Kennedy 

· 0.7% of GDP must be dedicated to the development of the South
· Emergence of the UNDP
· African and Asian countries joining general assembly (GA) and they are challenging the policies of members of the security council (SC)

· More than 121 countries

· UN begins issuing more policies that are beneficial to the South 
· The UNGA conventions--considered a strong step by UN towards development of South
· International covenant on civil and political rights—1966

· International covenant on social, economic, and cultural rights

· The second, third, and fourth UN Development Decade
· 1960-1990 reflects a combination of political and strategic complexities
· Declaration of the Right to Development—1986
· Just a declaration, not a conviction
· Human Rights Documents—1986 
· UN hasn't been involved in development of the South for other agenda
· From 1990-2000
· Unconventional political intervention for the sake of the  south

· SC is now involved in the humanitarian intervention of the south

· Based on at. 4 of the UN charter, SC is responsible for international security and peace

· Whatever SC says, it is binding

· GA cannot be formally involved in international security unless authorized by SC

· End of CW

· 1990 is the beginning of the understanding of the role of UN in development because they are now considering direct measures to improve development 

· Intervention in Yugoslavia, Haiti, and R.D.Congo

· Development related activities include

· International Decade for Natural Disaster Reduction 

· International Decade for Eradication of Colonialism

· The Fourth UN Development Decade

· Decade for Eradication of Poverty

· New missions for the UN SC:
· 1993-1994—non-fly zone in North of Iraq

· Formation of the International Criminal Court (ICC)

· Humanitarian interventions

· Permitted by SC as the means of development for the South
· From 2000-onwards
· MDGs
· SAPs—affecting the operation of UN because UN is not as strong anymore due to the affects of the capitalist ideologies of the North which impedes the development of the South

· 38 International development documents—2001-2011
· 2001—towards a strong and stable international financial architecture responsive to the priorieties of growth and development, especially in developing countries
· 2003—UN Literacy Decade: Education for All
· 2005—UN Decade of Education for Sustainable Development 
The UN Specialized Agencies—Under Supervision of GA
· Created by the states

· Independent bodies in the UN but acting under GA
· Functionalism and Institutionalism
· Functionalism—liberal theory which states that the international multilateral systems can work as long as they are free from political influences

· Creating binding norms and regulations

· Have their own charter and management

· They are independent 
· At. 1. p. 3—the purposes of the UN
· At. 55. p.b—solutions of international economic, social, health, and related problems; and international cultural and educational cooperation 
· At. 56.--all members pledge themselves to take joint and separate action in cooperation with the organization for the achievement of the purposes set forth in at. 55

· At. 57 & 61
The UN and the UNDP (and many others)
· Specialized agencies—intergovernmental treaty, own charters and governing bodies

· ILO, Food and Agriculture Organization (FAO), UN Educational, Scientific and Cultural Organization (UNESCO), and WHO

· Includes IMF and WB (but effectively independent)
Programmers and Funds
· Indepedent and not part of the specialization agencies
· UNDP Field Offices—United Nations Capital Development Fund (UNCDP)
Multilateral IOs 

· West—OECD, European Commission, Council of Europe, OSCE, and sphere of influence organizations
· Non-West—Non-Alignment Movement, Group of 77, Council of Europe, Organization of Islamic countries, and Group of 20
How Autonomous Are IOs? 
· IOs are created by member states:

· Take on characteristics of their members 

· Limited by the will of the majority of most powerful members

· Have a relative autonomy from their membership
· Limits on autonomy
· Official mandate

· Decisions of their governing bodies

· Global power structures ex. Political, ideological, etc.
· Wishes of the funders-- “he who pays the piper calls the tune”
· Relative Autonomy: An Example
· UNICEF vs. WB and IMF—1987

· Reagan in White House, Thatcher at No. 10 Downing Steet—Neo-liberal economies at its peak

· USA supports WB and IMF SAPs

· USA is a big donor to UNICEF

· SAPs hurt children—UNICEF

· In the end, UNICEF's views prevailed
Elements of IO Agenda

· Good governance
· Changing context in 1990s

· Less foreign aid available—aid fatigue in industrial countries

· Forced more worry over aid effectiveness ex. Corruption, ineffective states, etc

· Bad governance conveniently explain WB failure in Africa ie. It's their fault, not ours!!

· Promotes a new kind of efficient (small) state ie. Not a huge departure from neoliberal idea

· GG and institution building as way to improve aid effectiveness and development—the return of the state

· According to Wolfowitz, in the last half-century we have developed a better understanding of what helps governments function effectively and achieve economic progress-->GG

· GG is essentially a combination of transparent and accountable institutions, strong skills and competence, and a fundamental willingness to do the right thing

· These things enable a government to deliver services for its people efficiently
Crisis Legitimacy?--Seattle 1999, Turning Point for Transparency
· The 1999 demonstrations at WTO ministerial in Seattle served notice that people wanted international institutions to be more transparent and accountable
· The Bretton Woods Institutions
· Lack of (perceived) accountability to democratic actors ie. Recipient countries,  NGOs 
· Response—More openness and “inspection panel”
· The United Nations
· Mostly legitimate, except in the eyes of US Congress
· Dual critique—too bureaucratic and ineffective, yet fear of giving it too much autonomy

· Gap between principles and ability to deliver which undermines legitimacy and credibility 
UN Structure simplified
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Lecture 13: Multinational Corporations (MNCs) and Development 

The Private Sector

· Definition: for-profit (commercial) organizations

· Private commercial institutions 

· Micro-economic theory of the firm.

· Profit maximization is the firm’s only objective—Gain as much as they can

· Ownership structures can vary

· Can be privately held or publicly traded

· Locally owned or foreign owned (or a mixture!)
· Grey zone: commercial parastatals e.g. Canada Post, Petronas, CNPC
· For-profit firms come in all sizes: micro, small, medium, large
· Definitions  of size vary: employment, sales, invested capital, assets…

· Usually means non-farm enterprises

· There is no correlation between size and international reach

· Multinational firms can be big or small

· Big firms can be purely local (e.g. Indian Railway)

MNCs and Tax Avoidance
· Cannot ignore that MNCs are responsible for many of the economic problems of the South

· Tax lost for developing countries is $160 billion per year because MNCs get out of paying taxes due to lack of proper govt structures in these developing countries

· With this money the lives of 350,000 children can be saved. 

· Tax avoidance:

· Transfer mispricing.

· False invoicing

What is an Multinational Corporation (MNC)?
· Multinational Corporations (MNCs)-WB; Multinational Enterprises (MNEs)-International businesses; Transnational Corporation (TNC)-IMF

·  A firm with commercial activities in more than one country, usually through subsidiary companies.

· The corporations that sphere of their operation and markets are multinational.

·  MNCs as leaders of globalization process: production; finance; research and development and technology; security; energy; trade

· MNCs: Certain percent of earning percentage comes from foreign locations

· Their headquarters are in their home countries (ie. USA)

· Not all MNCs are American though

· The major decisions are made in the mother country

· Assume that they are representing the benefits of the global capitalism
Investment by MNCs 
· Direct investment—Invest  directly into other countries 
· Indirect investment—Foreign portfolio investment.
· Hot capital flows—Investment in stock market.

· After the rise of Neo-liberalism, they now prefer an indirect investment because it is safer

· Can withdraw investments quickly if country is in trouble

· The rules of the market (p. 198):

·  Not based on the natural demand
·  Rather, based on the system of command and 
control: MNCs control the markets from their own HQs in the North
· Follows logic of new liberalism: relationship between the elites in MNCs in the North and the elites of the South—Inter-dependencies

· The elites taking benefits from this relationship, respond to the commands of the South

· Another new system is the relationship between the masses of the South and North to fight against the elitist relationship between the North MNCs and the South elites which betrays the masses Ex. Gas prices going up and down   

· Elites of the south has now created their own sub-elite 

· The benefits are not shared equally—reason for poverty (Michel Foucault) 
Things to Remember About MNCs and Development
· Most people in 3rd World don’t work for MNCs

· Most people in 3rd World work in locally-owned micro, small and medium-sized enterprises: 

· Often in the “informal sector”

· The role of MNCs has changed over time and tt will again.

· Many host countries are getting better at negotiating deals with MNCs.

· The big MNCs are no longer exclusively from the West and Japan Ex. Iron mining in Guinea

· MNCs are no longer just from the west—The Fortune 500 include companies from US, China, Japan, France, UK, etc.

· Biggest employers in the world are Department of Defence (USA), People's Liberation Army (China), McDonald’s and Walmart (both USA)
MNC Myth Busters
· MNCs aren’t all from the West—A growing proportion are from the South

· FDI goes everywhere (North-North, North-South, South-South, South-North….)

· Most FDI goes into developed countries

· Many of the world’s biggest organisations are not MNCs: they are governments!
· Many of the world’s biggest companies are owned governments
MOTIVATIONS TO INVEST 
Critical Approach Theory
· Strongest approach utilized by critical thinkers

· Very close to dependency theory 

· Known as the structuralist approach

· MNCs cannot be controlled by the states

· Often attacks the existing international trade economic order

· Managed by a group of transnational ruling class

· Considered forces in the international life beyond the states—ruling over all nations

· Creates a global bourgeoisie and proletariat system 

· MNCs are the forces of global capitalism.

· Keep developing countries in a kind of dependency 

· Mechanisms as a way to enhance their own benefits

· Cheapest labor to maximize profit and minimize spending 

· Unequal division of cooperation between Northern and Southern elites

· Acting based on the system of command and control.

· Good business but not in favor of the poor.

· Highly motivated by benefits

· MNCs posses a hegemonic power

· Different from domination in that they don't force domination but rather use forces of global capitalism to enforce hegemony 

· Use “help” to manipulate people into accepting their way of things

· Creating a very individualistic and possessive culture 

· They acting based on the neo-liberal ideas.

· Trilateral Commission.

· The clusters of oligarchy. 

· Global capitalism creates global proletariat (South) and bourgeoisie (North) 
· Northern liberalism and Asian Confucianism manipulate the economic system in their own way
Mercantile Approach 
· MNCs are the representatives of the mother countries-acting on the behalf of the mother capitalist states—enhance the benefits of the the capitalist state

· Monopoly over all means of production and markets.

· Hegemony stability—Robert Gilpin 
· Oligapoly (against oligarchy of MNCs)--MNCs have helped states pick their own side on the –state is still involved in MNCs
International Businesses Perspective

· John Dunning Oli's Eclectic Paradigm

· Internalization advantages—advantages by own production rather than producing through a partnership arrangement such as licensing or a joint venture
· Location advantages—existence of raw materials, low wages, special tariffs, etc
· Ownership Advantages—trademark, production technique, entrepreneurial skills, returns to scale etc
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RELATIONSHIP OF MNCs AND NATIONAL GOVERNMENTS

The Conventional Wisdom
· Looks at the existing rationality at the center of the state 

· MNCs are very mobile in their own investments 

· MNCs are looking for investment opportunities because they need to invest.

· Receiving countries are looking for an opportunity for these MNCs to invest

· Although MNCs do manipulate the receiving countries and the environment to suit themselves while the receiving countries also manipulate the MNCs 

· This goal is attained by creating competition among states.

· Competitions give the way to weaker position of the investment receiving countries.
Weakness
· Assuming that the government isn't corrupt

· Overestimating the power to negotiate of receiving countries

· Disregarding the reality of the international system 

· Assuming that the government is not corrupt 

· Fits a state centric era—prior globalization

· Overemphasizing of fiscal competition.

· Downplaying of the factors affecting state decision. 
Theory of Democratic Insitutions
· Investment is related to the existence of democracy because democratic bases have a transparent atmosphere in which there is a certain level of accountability and government responsibility 

· Democratic system are transparent—democratic societies are loyal in preserving their legal responsibilities 

· Receiving democratic countries are loyal to the investors.

· Investors can react against the changes and instability.

· By encouraging participation, the investment would become imperialistic—they must put on a democratic masque on face—liberal democracies as conditions for investment are very misleading because there are no true democracies in the South—put on the mask of humanitarian workers 

· Majority of countries in the world do not really understand what true democracy is—we understand it in terms of elections

· It is very naïve to believe that receiving countries can control the investors 

· No to zero sum game—gains are shared relatively between receiving countries and the MNCs—no idea how to calculate relative zero sum rule
Obsolescing Bargaining State
· Depends on the ability of the people and the MNCs to bargain—similar to conventional wisdom theory 

· Stronger promise for the developing countries

· States and MNCs bargain over the firm’s contribution to economic development (taxes, suppliers, employment)

· MNC has advantage before investing in order to impose conditions to the receiving countries—once they have invested, the receiving countries begin manipulating the MNCs justifying it by saying that it is their sovereign right to nationalize these investments –happens in revolutionary countries (socialist)

· There have been laws created by the International System to protect these MNCs against exploitation: 1) Agreement on Trade-Related Investment Measures, 2)Convention Establishing the Multilateral Investment Guarantee Agency

· Critically speaking, it is naïve to argue that after investment, the state now has the upper hand—in reality, the MNCs are very protected by the International System 

· Once it sinks its investment, it becomes hostage to the state

· The state learns how to manage and regulate the industry, the bargain obsolesces, and the state extracts better terms

· Theory based on resource extraction industries; less relevant to manufacturing investments

· Corporations are not as responsible as people want them to be—even with these laws in place, the MNCs are still very manipulative 

· Even the existing codes of behavior to keep MNCs responsible it is very naive—unless you can give the power to the people, you are very naïve to believe that MNCs are responsible when they were created for profit making (Hagalean)

· Some investments are welcome, others not

· “national security” or “national interest” arguments

· Investments from MNCs in rival countries may not be welcome, esp. if MNC is a parastatal

· E.g. DP World in USA 2006, Petronas in Cdn 2012, Huawei and ZTE in USA 2012

· The Western countries who promoted FDI so unconditionally in the 1980s-2000s now sometimes have reservations about incoming FDI today

Corporate Social Responsibility
· Corporate misdeeds => push for “corporate social responsibility”

· MNCs are made to maximize their own benefits therefore they have no morals when it comes to being socially responsible—everything they do is for their own benefits

· Legally speaking MNCs can be kept responsible but not morally nor politically

· Avoid misdeeds (voluntary codes of conduct)

· Corporation takes direct responsibility for “development” projects, remediation

· Some companies have adopted “Triple bottom line” of 

· Profit (responsibility to shareholders)

· People (responsibility to employees & community)

· Planet (sustainability, carbon footprint, etc.)
Why Are MNCs Continuous
· History: Some MNCs used to rule the world (or big parts of it!) from 1600 to 1900 ex. Indonesia, Zimbabwe, Alaska, and India

· MNCs and imperialism were inextricably mixed

· Hence post-independence leaders’ hostility to MNCs and FDI; their preference for ISI
· “Behind the border” effects
· Political impacts

· Health, environment, human rights

· Employment (quality and quantity)

· Cultural impacts

· Political influence

· Unethical behaviour

· Economic influence

Political Impact of MNCs

· Unequal dependency of elites—create puppets (govt agents) to do their bidding—depends on these MNCs

· MNCs always try to influence the political atmosphere of the South—ex. Kabila in Congo—puppets manipulate their own citizens in order to create a desirable environment for the investors—this often results in political instability—Ex. Boko haram Nigeria 

· Suppression of resistance 

· Health and environment ex. Union Carbide—1984  (Bhopal, India) which resulted in deaths 

· Royal Dutch Shell in Nigeria—RDS was allegedly involved in a conspiracy with the Nigerian military to eliminate activists who were opposed to the pollution of the lands and water of the Ogoni people

· Swear shops ie. Nike owned 

Cultural Impact
· “Coca Cola culture”, McWorld…

· Spread of culture of mass consumption

· Spread of Western ways (and usually not the good ones!), e.g. Junk food, fast food, “Reality TV”, Pornography, etc.

· Disruption of “traditional” cultures through displacement, physical violence and intimidation
Total and Unocal in Burma and Thailand
· Aung San Suu Kyi, Nobel Peace Laureate and Popular Leader of Burma: "So why we object to investments now is not because we are against investments per se ... By investing now, business is supporting the military regime. 
· Nightline looks at allegations that energy giant Unocal is responsible for human rights violations in Burma. (ABC Transcript)
In (Qualified) Defence of MNCs
· Local companies (including parastatal firms) often have similarly bad records on pollution, workers’ rights, political interference, unethical behaviour…

· No one (North or south, private or public or non-profit sector) has the monopoly on vice or virtue!

· Western MNCs attract attention because “we” (i.e. the West) know them and because “we” find ways to put pressure on them.

· Harder for “us” (westerners) to pressure Chinese or Malaysian firms!
MNCs Bad Deeds Aren't All in the South
· The Gulf Oil Spill—2010 USA
On the Positive Side...
· The countries most cut off from MNCs are the poorest, most stagnant and most repressive (e.g. North Korea, Burma, Albania 1945-90)

· Properly managed, MNC investments can bring:

· Much needed capital.  (Poor countries lack capital.)

· Employment (e.g. China’s rise is unthinkable without MNCs)

· Innovations and new technologies (e.g. Most innovation in China is in MNC sector; almost none in state-owned enterprises)

· Competition for local monopolists (e.g. cell phones came to Africa through MNCs, not through state-owned telecomms monopolies)

· New tax revenue for government
How to Judge the Developmental Impact of MNCs
· Impact on capital account

· Impact on current account

· Impact on government revenue

· Beneficial local spillovers (backward and forward linkages, technology, learning…)

· Impacts on poverty and inequality now…

· Employment, income and wages

· …and in the future.  Where on Sachs’ ladder of development does this investment get you?

Lecture 14: Civil Society and Development 

What is Civil Society?
· Came to light in 17th and 18th century during the enlightenment—secular

· Hagel: Civil society associated with the political environment

· New institutions with alternative views in the era of globalization

· Both positive and normative definitions exist

· Liberal Tradition

· Concerned with participation of associations in politics

· The basis for stable liberal democracies that safeguard civil and political rights (de Tocqueville et al.)

· Gramscian (neo-Marxist)

· Civil society as source of resistance against government, often holding radical ideology

· Technocratic view

· Civil society as a residual (or “negative”) category: everything that is not state, market or family,  “the Third sector” 

Importance of Civil Society in Development
· Often plays the role of implementing agents or partners for government and aid agencies 
· International Development: Centre-right version
· Civil society represents “stakeholders” (i.e. interested parties) in the development process, who deserve a voice and a role

· Civil society  often plays the role of implementing agents or “partners” for govts and aid agencies
· International development: social democratic version
· Civil society Is a participatory and empowering force in development (bottom-up, not top-down)
· Conservative critique: Naive do-gooders
· Nationalist critique: NGOs as agents of foreign interference 

Civil Society as Development Actor
· Civil society undertakes actions in the public sphere

· Often issue-oriented (e.g. child rights, environment, landlessness) 

· Sometimes based on a community or a social class

· Community associations

· Caste, ethno-linguistic associations

· Trade unions 

· Civil society and “social capital”: norms that encourage cooperation and positive outcomes to social interaction, like trust 
Types of Civil Society
· Non-Governmental Organizations (NGOs) 

· Usually issue-oriented, professionalized, sometimes foreign

· Usually deliver services

· Grassroots organizations or membership-based organisations

· local people get together to solve a particular problem (e.g. community groups, burial societies)

· Transnational advocacy networks

· direct promotion of specific cause, e.g. landmines ban

· Social movements

· large groups of groups seeking major social change, e.g. women’s rights movement; MST-Brazil (landlessness); anti-globalisationists

· Philanthropic Foundations, old and new, North and South (e.g. Ford Foundation, Carlos Slim Foundation, Gates Foundation)

· Big and getting bigger

· Philanthrocapitalism

· Religious groups

· Epistemic communities

· Scientific experts seeking change based on knowledge, e.g. climate change

· Global policy networks

· Groups of individuals and groups seeking to develop policies, e.g. on poverty reduction, social protection

Civil Society—Not Always Unselfish!
· Some CSOs mix private and public interests

· Business associations, e.g. Confederation of Indian Industries, Canadian Council of Chief Executives, promote business interests in general and neo-liberal ideology

· Professional associations such as Bar Associations, Teachers Associations promote monopolies but also maintain standards

· Associations of NGOs, e.g. Canadian Council for International Cooperation, National Association of NGOs (Zimbabwe) work to promote the autonomy and the funding of NGO members

· Some CSOs promote no public interest at all

· (Transnational) criminal organizations

· Terrorist networks (Al-Qaeda, FARC, etc.)

The Left, the Right and Civil Society
· Civil society as part of neo-liberal philosophy

· Neo-liberals like a small state

· Active and independent non-state actors are needed to help restrain the state

· NGOs provide efficient delivery of services compared to corrupt, rent-seeking or predatory state

· Pluralism has intrinsic and instrumental value

· Civil society as part of alternative development/post-colonialism

· Authentic voice of the people, especially the disempowered

· Basis of resistance to neo-liberal globalisation, capitalism, etc.

· Civil society as part of social democracy

· Participatory development and empowerment (bottom-up, not top-down)

· What Left, Right and Centre share: 

· They all say they value grassroots/local knowledge (vs. “experts”’ knowledge)

· Revolt against the corrupt/insensitive/rent-seeking/ignorant/class-dominated/ overpowering state
Why Have NGOs Grown in Development?
· Compatible with neo-liberal globalization, Washington Consensus, structural adjustment…

· retreat of state

· compensate for state withdrawal from social programs (“gap-filling”)

· Compatible with ideal of liberal democracy

· Growth of NGOs as a result of the collapse of the state

· Haiti and DR Congo: “The Republic of NGOs”

· NGOs offer improved development practice through greater use of local knowledge, local ownership and grassroots participation

· Sidestep the corrupt (rent-seeking or predatory) state 

· Global do-gooders (private or public) can fund causes worldwide
Role of Civil Society Organizations
· Operational Role: service delivery

· deliver welfare, legal, or financial services to poor

· fill gaps left by retreat (or permanent absence!) of the state

· Correct market failures (e.g. micro-credit)

· Policy Advocacy Role: social change through influencing attitudes and policies of governments and international organizations

· Lobby governments

· Conduct research 

· Publicize new ideas: social mobilization
Strategies of Civil Society Organizations
· Insider Strategy: work within institutions to seek change

· Be at the table with officials and politicians

· Often tedious, but “you gotta be there” 

· Outsider strategy: publicly oppose policies

· Demonstrations, protest marches, anti-regime speeches, strikes, “ville morte” campaigns

· Campaigns, petitions, use of the media

· Sometimes through illegal activities (e.g. riots, occupations)

No Permanent Enemies, No Permanent Friends
· The same NGO may occupy several of these spaces at the same time or over time.

· Different horses for different courses: The smart NGO chooses roles and strategy based on its objectives; the dumb NGO turns means into ends.
	Role→ 

Strategy↓
	Operation (Service Delivery)
	Policy Advocacy

	Insider
	Works with government or official aid agency to deliver services to the poor
	Involved in meetings with governmental officials in order to influence policy

	Outsider
	Entirely grassroots delivery of service—no links or rejects links with official channel
	Popular mobilization with intent to change policy 


Organizing a Good NGO Campaign

· Nestlé boycott, 1980s (Code of Conduct for breast-milk substitutes campaign)
· WHO-UNICEF supplied policy advice

· NGOs picked Nestlé as visible target for boycott

· NGO pressure continued until confirmation that Nestlé changed behaviour

· Code implemented as law by some countries
· War in South Sudan
· Civil war in southern Sudan off and on for 30 years

· Major powers show little interest, whether they support the Khartoum regime or oppose it

· NGOs lobby US govt for years, but in vain

· Christian NGOs start to lobby right wing members of US Congress and President George W. Bush

· “Christians are being persecuted!”

· Bush Administration steps up the pressure for a political solution => creation of South Sudan

Donors and NGOs—Too Close for Comfort?
· Donors increasingly chaneling funding via NGOs

· 10% of World Bank projects 1973-1988; 33% in 1990s 

· Buzzword: partnership. Reality: Contractor

· NGOs losing their independent status, losing their independent voice? 

· Can you be both an implementing agency for a donor government and a critic of that same govt?

· CCIC and Kairos with CIDA

· OXFAM-GB and DFID

NGOs Accountability
· Are NGOs Accountable for their Performance?

· If so, to whom?

· Two kinds of accountability: 

· to donors (monitoring and evaluation of spending)

· to stakeholders/beneficiaries, particularly the poor

· Whom do NGOs “represent”?

· The poor, the stakeholders, the beneficiaries?

· Their own private interests?

· What is basis of their claim to representativeness? (middle-class anarcho-lefties – Mallaby article)

· Does legitimacy rest on their usefulness? If so, useful to whom?

· States and IOs can claim clear legitimacy, have clear lines of accountability
Problems in Paradise?
· Problem of mission creep as NGOs look for money

· NGOs Can be personal patronage machines (BONGOs, i.e. bogus or briefcase NGOs)

· Like all organisations, NGOs must show effectiveness

· They cannot replace the state in reach and universality

· NGO coverage is always patchy

· Problems of coordination esp. in emergencies (Kielburger article)

· Is the current proliferation of NGOs a permanent feature of development or a temporary one due to weakness of the state and influence of neoliberalism?
Summing Up
· There are NGOs with good intentions and some with evil intentions, and some are simply misguided.

· Some are highly competent, some are inept

· Just like everyone else!

· Misguided and inept: the Austrian Help Organization in Goma 1997
