Econ 255 Midterm Review (Lecture 1-10 + First 3 Videos)
Lecture 1 (Intro)
What’s globalization?
· Movement of Ideas, people, and capital across domestic and international boundaries.
· Good only if theirs’s strong institutional infrastructure to support growth

Lecture 2 (History)
· Silver was the first global commodity – Spain used it to finance military conquests, It’s founding of the output Manila, Asia is sometimes known as the birth of globalization
· British Industrial Revolution brought in a rapid acceleration of technological change, income per capita exploded and this growth was sustained.
· Before the industrial revolution majority of pop was at subsistence income, after the revolution a new working & middle class developed that enjoyed comforts way above subsistence levels
· Great Divergence: 
· Period in the 19th century where incomes rose drastically in some countries who industrialized but declined in others like Sub-Sharan Africa
· Industrialization reduced income inequality within industrialized societies, but vastly increased inequality between industrial and developing countries
· Pre-industrial era the income per capita gap between rich/poor countries was 6-1 now its 35-1
Lecture 3 (History/Poverty)
· By the 1870’s after the transatlantic cable was laid, no news took more than 1 day to get across any 2 points on the globe. 
· This gave way to closer market integration as news of important events, and orders of produce could be made in a reasonable timeframe
· The transportation cost to move goods also fell rapidly in the early 20th century
· From 1870 onward, most countries defined their currency as a fixed weight of gold, this is credited with reducing transaction costs and thus brining a large increase in trade and capital flows
· Bretton Woods Conference were held in 1944 after WW2 to create institutions to help bring monetary stability, economic development and international trade, these were:
· World Bank (International Bank for Reconstruction & Development)
· IMF (International Monetary Fund)
· WTO (World Trade Organization)
· Globalization creates large economic gains from trade but developing countries often cannot benefit from these gains due to a lack of education and capital. 


· Poverty
· Absolute Poverty:
· Measures # of ppl living below a defined poverty line. (Currently world bank uses $1.25/day set to 2005 PPP prices, also tracks a $2/day line)
· Relative Poverty
· Measures # of ppl below some threshold set in relation to a specific country
Lecture 4 (Poverty/Welfare)
· When the PPP rate is below the market rate of a currency, that currency is considered undervalued
· Penn Effect
· Richer countries tend to have higher price levels
· In high income countries the marginal productivity of labour is higher then in low income countries, a high MPL implies high wages, which means a high price for products containing a large share of labour input
· International comparisons of Poverty:
· Uses absolute poverty figures @ PPP exchange rates
· This can be calculated in two ways, Raw Figures or Incidence
· Raw Figures: Total # of ppl under poverty line
· Incidence: % of the population under poverty line
· The difference can be illustrated like this: Take a country which has high pop growth, while the pop is growing the % of the pop under the poverty line (Incidence) can go down as the total amount of poor people (raw figures) goes up.
· Poverty & Economic Growth (Important)
· Both the # and the % of people living in absolute poverty has fallen in the last 30 years. At the Same time, world inequality has also decreased significantly
· 2002 Article in the Journal of Economic Growth showed that Economic growth is 
correlated to poverty reduction. The article finds that:
· Countries with higher income per capita also have higher income per capita for their poorest people
· Countries with higher economic growth rates exhibit the highest income growth rates for the poor. 
· Evidence: Millions of people lifted out of extreme poverty in East Asia with the extraordinary economic growth rates that they experienced.
· Social Preferences
· Extreme Efficiency: A method where the distribution of wealth is not important, the only goal is to maximize the total income of the population (increase the size of the pie)
· Prato Efficiency: Any economic change is only desirable if it makes no one worst off but at least one person better off. Ex: A situation where the rich get 10x richer but no one else loses anything is ok in terms of Prato Efficiency:
· Egalitarian: An economic change is only desirable if it decrease income inequality
· Rawlsian: A Rawlsian social preference says that an economic change is only desirable if the poorest class in society benefit from it. Ex: rich & middle class both earn more but poor people are unaffected is against Rawls preference, yet rich & poor gain while middle class lose a bit is okay under Rawlsian preference.

Lecture 5 (Inequality)
· Inequality:
· Two ways to measure it:
· 1) Top Income Shares: This measure is carried out by looking at the amount of income claimed by the top X% of the income distribution. For ex: Graph the amount of income claimed by the top 20% of the income distribution over the last 20 years, with the Y-axis plotting share of income earned, and the X-axis plotting time. 

· 2) Gini Coefficient: The Gini Coefficient is the most widely used indicator of inequality. To measure it you start with gathering data on the distribution of income shares by the percentile of the population. Ex: 20% of the pop earns 5% of the income, 40% of the population earns 16% of the income, etc. You plot this data on an XY graph and the curve you get is called the Lorenz Curve (perfect equality on the curve is given by a 45° line). The Gini Coefficient is measured by taking the area under between the 45° line and the Lorenz Curve, and dividing it by the total area under the 45° line.

[image: ]
the closer the area A gets to the 45° line, the smaller the Gini Coefficient is (smaller Gini = more equal income distribution)

· [image: https://jfvambrosio.files.wordpress.com/2010/05/kuznet-curve-3.jpg]Kuznets Curve: As a country starts it path to development, inequality will first rise, then decline as it gains higher income per capita. On a graph it looks like an upside-down U.





Lecture 6 (Economic Growth)
· We can think about growth using the production function:
· Y = A * f(K,L)    

· Y represents total income, A is the state of technology which is multiplied by a function of K (capital) and L (labour)

· Or in simplified per capita terms:

· y = A*f(k)     (y= income per capita, k= capital per capita)

· Therefor income can grow in 2 ways:
· By increasing the factors of production (K or L)
· Or by increasing technology (A)

· Harrold-Domar Growth Model 
· Implies growth is directly proportional to capital investment (with constant returns to capital)
· Domar later said Solow’s theory was more accurate
· Income per capita can’t grow by adding labor input since as labor is increased total income is also increased, but then you have to divide total income by more people, so in per capita terms income doesn’t change.
· Don’t need to know the Formula for the Midterm but we do need to know the model’s Implications which are that:
· The model predicts that increasing a countries saving (or increasing foreign aid to poor countries) implies increased growth as savings are invested, stock of capita increases and this therefor gives economic growth
· It is true that higher savings and capital will give greater growth, but this growth is not sustainable economic growth

· Solow’s Growth Model:
· Adding capital while holding labor and technology fixed will run into decreasing returns
· Ex in a factory giving a worker 2 machines from 1 machine will give a substantial boost to productivity but giving that same worker 5 more machines will result in a lower return that before, the rate of return is therefor diminishing
· Eventually each additional machine will cost more that the additional output it can generate

· Lets go back to the production function (in per capita terms):
· y = A * f(k)
· The “inputs” into the production function are:
· the “capital” stock per capita, k, includes:
· Physical capital (factories, machinery, tractors, infrastructure)
· Human capital (educations, skills, health)
· “Technology” of production, A, includes:
· Production Processes (Ex. More efficient method of assembly)
· Social organizations
· Government Institutions
· Geography
· Any other characteristic affecting productivity 
· Modeling Capital Accumulation
· Change in capital stock from last period to this period is denoted by ḱ 
· 4 Key assumptions in this model
· There is a constant returns to scale in the production function
· All savings goes into investment (Investment is funded by savings)
· A fraction, s, of output is saved (s is between 0 & 1)
· Assume that some fraction, d, of capital depreciates in each period of time. So d*k = depreciation per capita  (lowering depreciation will cause the line d*k to tilt downwards thus increasing the steady state level of capital)

· When Investment s*A*f(k) = Depreciation d*k you have the steady state level of capital (stock of capital isn’t changing)
· When the stock of capital doesn’t change, neither does output
· Therefor at the steady state level of capital, there is no economic growth
· When you change the savings rate, s, this results in the investment curve s*A*f(k) shifting upwards. This gives you a new increased steady state
· Increasing the steady state give you growth in the short run yet this growth is not sustainable, once the new steady state level is achieved the growth stops. 
· Solow’s model says the only way to get long run economic growth is by increasing technology, A. Increasing capital by increasing savings only gives you short run economic growth and is a temporarily 1x boost
· Technological change allows us to produce more output with the same inputs so the production function and the savings function shifts upwards when A is increased

· If technology, A, was the same across countries, then we would see investments flowing from rich to poor countries as the poorer countries would realize a higher return on capital. 
· Yet in the real world this is not what happened, approx. 90% of private investments in the 90’s flowed to the richest 20% of the world pop.
· Therefor it is technology, A, which is the cause of poor economic growth in developing nations such as Africa

· Technological Change

· A technical change that lets us produce the same amount of goods with less labour is called labour-saving technical change
· Luddite Fallacy
· Luddite Fallacy claims that technical change destroys jobs and creates unemployement
· This is False because:
· When a labour-saving technical change is realized, we don’t create the same amount of goods with less labour, we keep labour the same and increase the output of goods
· If luddite fallacy were correct, everyone would be unemployed by now as the last 200 years have shown astronomical technical change
· Creative Destruction
· Technical change brings about the unemployment of the folks who’s specialized labour is now obsolete
· Yet just because some jobs are lost does not mean we get mass unemployment with technical change
· As jobs are lost, new ones are created. In the USA it is estimated that every year about 5% of all jobs are destroyed as they become obsolete and about the same percent are created in the form of new jobs
· This is labeled Creative Destruction

· Vested Interests
· People with vested interests in the old technologies that are about to get replaced by technical change will resist innovation
· This resistance can often stop new beneficial technology from being implemented if the vested interests are strong
· Resistance can take various forms
· Protectionism (Brazil’s traffic on PC’s in the 80’s)
· Employement quotas (min # of people required to perform a task)
· Technology Bans (England’s ban of modern thread spinning machines in the 1850’s)
· Vested interests are usually stronger in the most technologically advance countries (ex Kenya has no mobile manufacturing industry to protect, the US does)
· Eg: Uber is threatening taxi drivers, Uber is more beneficial for the consumer but the taxi drivers represent a powerful vested interest and they resist Uber from coming to Vancouver
Lecture 7 (Economic Growth/Institutions)
· Physical capital accumulation leads to short-term growth but cannot give long-term growth for the reasons explained above^
· Same goes for Human capital (Education, Health)
· Growth in Technology, A, is the source of long-run economic growth
· Complementary Technology
· Some technologies compliment existing technology rather than replace it
· This suggests that history is important
· Eg. Printer would be meaningless without a computer. Cars would not have been invented if their was no electric or combustible engine

· The fact that complementary technologies are sequential (one thing is invented then another thing is invented that compliments the first,etc) is called path dependence
· Path dependence
· Future consequences of current technologies choices and innovations mostly cannot be predicted ahead of time
· A country may invent current technologies who’s path leads no where or dies out, this unpredictability sets different countries down different paths of development
· Countries can lessen the potential adverse effects of path dependence by diversifying their technological portfolio, by both fostering innovations at home and also adopting foreign technologies that look promising
· Technology Creation
· Once a technology is invented it’s hard to stop others from using the same technology therefor inventors find it hard to fully appropriate the profit from their inventions
· In the presence of imperfect appropriability, less then the optimal amount of new tech will be created because the incentive structure will be diminished
· To reduce this problem governments, grant and enforce patents which are essentially time limited monopolies on an idea for a new technology

· Institutions (Rules, Laws, Contracts)
· These are the human devised constraints that structure human interaction
· Economic institutions provide the incentive structures of an economy
· Definition: When we talk about institutions in this course we’re taking about laws, rules, contracts and other constraints that shape human interaction
· Entities that perform specific tasks – like the government, banks, NGO’s are “organizations” not institutions

· The Coase Theorem
· In the absence of transaction costs a market economy will come to an efficient outcome no matter what the initial allocations or legal entitlements are. This theorem taken literally would be governments don’t need to interfere with the allocation of resources
· People/companies who are more productive will just buy resources from the people/companies who are less productive and this will bring an economic equilibrium into effect
· The catch here is that in the real world there are transaction costs
· Transaction costs are any middlemen between an economic trade, for example If you want to sell your company there is traction costs in that a lawyer will have to prepare legal documents, investment banks will step in to find you a buyer, etc all these things add cost to your transaction
· Institutions (Rules, Laws, Contracts)
· Economic institutions determine how large are transaction costs and who pays them
· Ex, a legal system that says the winner of the case has to pay all the costs. Obviously this is going to have an effect one whether agents choose to transact or not
· Good institutions are ones who reduce transaction cost
· Examples of economic Institutions
· Property rights
· Legal Rights
· Markets
· Monetary Systems
· Trade Codes
· Tax Codes
· Insurance
· Social Safety Nets
· Many Economists think that good institutions are the keys to long-run economic growth
· Solid property rights
· Democratic Government
· Fair marketplaces 
· Stable Monetary policy
· Fair taxation
Lecture 8 (Institutions)
· Measuring Institutions
· Researchers create database scoring county’s institutions by how much they reduce transaction cost (higher reducing = higher score for country)
· Common measurements of institutions:
· Protection against expropriation (government taking assets of individual or company)
· Rule of law (Legal principle that a country should be governed by well defined laws that apply equally, rather that individuals making arbitrary decisions)
· How easy is it to incorporate a business (steps, cost, time needed)
· Constraint on the executive
· Government Corruption
· Economic Freedom
· Positive Correlation between institution quality and economic growth doesn’t automatically mean institutions cause growth
· But we have nation experiments that economists have tested and found that the link between institutions and growth is stronger than growth leading to better institutions
· Theory of why we get bad institutions
· Political and economic institutions are linked through the distribution of political power and economic loses
· Generally, not possible to compensate losers in a political game
· Institutions are chosen by the politically and economically powerful
· Objective of those who hold power is to maximize their own welfare, not that of society
· They choose institutions that increase efficiency only if it also increases their own wealth
· Good institutions more likely to arise when political power is in the hands of a broad group with significant investment opportunities

· Cant we buy these assholes off?
· Short answer: Nope
· How about if we make a deal to reform institutions to increase economic efficiency and transfer part of that increased wealth to former elites as compensation for agreeing with being kicked out of power?
· You run into Commitment Problem
· The elites in charge currently don’t have any certainty that you’ll go through with the deal to transfer them money and immunity after they voluntarily leave. So this doesn’t work
· Efficiency & Distribution linked through incentives, so they must be chosen together
· More equal distribution of income spreads political power more broadly thus increasing the democracy’s strength and makes it easier to achieve economic efficiency

· Growth Promoting Institutional Principles (important)

· Protection of property rights
· Market based competition
· Appropriate incentives
· Sound Money
· Debt Sustainability

· The Washington Consensus
· From the 80’s to the 00’s Washington organizations (IMF, world bank) agreed to focus on those principles above as a consensus that they are the key to economic growth
· Strong evidence showing Washington Consensus policies on average increased growth rates for countries that adopted them
· Washington Consensus Critics
· Implementing these reforms have high costs, developing countries have limited resources
· These policies have resulted in volatile capital movement which lead to increased macroeconomic instability which brings increased poverty and crime
· Reforms are usually implemented during crises, this timing can lead to making a bad situation even worst
· For these policies to be successful their needs to be an underlying institutional structure, which developing countries don’t have

· Theory of the Second Best
· Consider an Economy with no distortions at all, therefor this economic will be at an efficient point on its production possibility frontier (it’ll be on the curve) this is called first best
· Distortion Definition: “any departure from the ideal of perfect competition that therefore interferes with economic agents maximizing social welfare when they maximize their own”
· Introducing distortions will obviously move it away from the frontier (point will be to the left of the curve) making it less efficient
· Theory of second best states that adding more distortions to an already inefficient economy will not necessary make it more inefficient (and likewise taking away just one distortion from an inefficient economy will not necessarily make it more efficient)
· Washington Consensus principles required removing as many distortions as possible but this approach obviously did not remove all distortions
· Theory of second best tells us that only removing some distortions may actually make the economy more inefficient

· So what Distortions to get rid of first?
· Rank different distortions based on how binding they are (constraining) to the economy
· Remove the most binding distortion first
· Advantage of this is that you don’t have to work on all the Washington Pricinplies at the same time, you can just start with one and get quick results and use those results to work on the next one. This is a more efficient way of using limited resources and gets better political support as results are yielded quickly
· Example: China
· Up to 70’s China was predominantly an agricultural economy and farmers had no incentive to produce more since they had to give most of the crops to the government and there was no private market for crops
· Most binding constraint on this economy was lack of incentives for the farmers to produce more and grow the economy
· Theory of second best says tackle this constrain first and they did by creating a 2 track system where farmers still had to produce a quota for the government but now had an incentive to produce more as they could sell their surplus on a private market
· Rodrik On Institutions:
· 5 areas for Institutional-led growth in developing countries
· Property Rights
· Regulatory Institutions
· Institutions for macroeconomic stabilization
· Institutions for social insurance
· Institutions for conflict management
· How to get good institutions?
· Rodrik argues that we shouldn’t try to copy and paste whats worked in other countries to the one at hand
· He favours “experimental adaption”
· Learn from the successful institutions but implement them only in a way that would be compatible with local economic and cultural conditions
· Two Drawback to this approach
· Can be inefficient as the blueprints from past successes have actually worked before while finding new solutions can be costly
· Can be used to as procrastination to actually reform
· Democracy & Economic outcomes
· Democracies have lower variances in long run growth, have greater short term stability, and handle negative shocks better.
· They also deliver more equal distribution of income which is important since this means economic power doesn’t gather up into one elite group who can then gain political power to reform economic institutions to their favour

Lecture 9 (Trade)
· International Trade
· World Trade Organization is entirely devoted to negotiating, enacting, and monitoring international trade agreements
· Trade allows countries to consume outside of their Production Possibility Frontier (PPF) If you live in Vancouver, your only hope of consuming a coconut is through trade
· Specialization allows countries to maximize the productivity of goods that they are most efficient in producing, and trading the surplus of those goods to receive other goods that they need from different countries who are also doing the same thing. This allows both countries to enjoy more goods then they would have had if they were to close boarders to trade.
· How about countries that are the most productive in every sector?
· They will stay reap gains from trade. This theory is called the comparative advantage
· Comparative advantage
· Picture a lawyer that makes $250 per hour.
· The lawyer can also mow the lawn of her house in one hour.
· The kid next door, on the other hand, can mow the lawn in three hours, or work at McDonalds for $8 an hour.
· The lawyer, therefore, is more productive at both mowing the lawn and at selling his labor. Does this mean she should do both?
· Obviously not. She should hire the kid next door to mow the lawn for $24 in three hours. In the meantime, she can bill a client $250 for the hour of work she would have spent working on the lawn.
· The lawyer has an absolute advantage at both selling her labor and mowing the lawn. She is more productive at both.
· However, the lawyer has a comparative advantage at selling her labor. She is 31.25 times better than the kid in terms of earnings potential, while at mowing the lawn she is only three times better.
· Therefor comparative advantage in plain words is that when a country A is more productive at producing goods then country B, it will continue to produce more of the good that it’s better at producing and will trade the good that it is less efficient at producing (even though its still more efficient that country B in the good its trading for). This law of comparative advantage means that country A can benefit from trade even though it can produce both goods more efficiently.

· Estimating gains from Trade
· Counterfactual: Construct fake economy and compare it to real one
· Natural Experiment: Find a country that was closed to trade then opened up and see what happened

· Dynamic Gains from Trade
· Increasing competition in domestic market, which increases consumer surplus
· Domestic firms who have a comparative advantage can sell on the world market and benefit from economies of scale
· Nations linked through trade also less likely to go to war with each other
· This principle ^ was at the heart of the creation of the EU

· Trade and the Environment
· Theory of comparative advantage is correct here, production will take place wherever resources are uses the most efficiently which would reduce environmental degradation (not increase it like some have critiqued)
· Environmental problems are not well fixed with trade policy, rather they should be fixed with better environmental policy
· The Kuznets curve can also be adopted to show effects of income and pollution
· Higher income per capita = more pollution
· Implementation of better technology = lower pollution
· Graph is again an upside-down U
· Free trade reduced pollution by introducing new technologies, this reduction is higher the pollution increase brought by increased consumption
· Trade in the Real world
· Completely free unencumbered trade does not exist in the real world
· This, trade policy belongs in the realm of second best choices 

· Five Reasons to deviate from pure free trade
· Employment consequences of trade liberalization.
· Some countries may have structural distortions that prevent them from reaching full employment
· Liberalizing trade in this countries may add to job loss without balancing with new job creation
· Second best theory says best thing to do in this case is to remove the most binding constraint, in this case it would be labour market rigidities, before liberalizing trade

· Insurance properties of trade protection.
· Free trade means domestic produces are exposed to price fluctuation risks of the international markets
· Before liberalizing trade, it is important to put in place insurance instruments for domestic exporters
· Trade taxes as a valuable revenue source.
· Minimizing the distortions from taxation actually requires the use of some trade taxes
· Distributional consequences.
· Trade creates some winners and some losers
· Most times it is politically and economically unfeasible to compensate the losers of trade
· Information externalities.
· Discovering which industry a country has a comparative advantage in requires costly innovation
· The innovators and entrepreneurs that discover this are hardly properly compensated for their discovery. This can create a sub-optimal level of innovation
· Governments can correct this by subsidizing export-facing ventures

· In the First best world, free trade largely benefits most of the country and redistribution methods are used to compensate those that might lose out
· Yet we live in a second-best world so trade liberalizing should only be pursued whenever it is found to be the most binding constraint on economic growth
· If other constraint are more binding, they should be dealt with first

[bookmark: _GoBack]Lecture 10 (International Trade)
· After WW1 countries tried to gain an edge through competitive devaluations
· A country could seek to gain a trade advantage by devaluing their currency and reducing their exchange rate with respect to another currency
· Countries also tried to hurt each other with high trading tariffs

· Great Depression
· Economic activity all over the world fell by about 30% +
· Protectionism increased sharply, trade in goods/services fell

· Tinbergen’s Principle: In general, you need a separate policy tool for each separate policy goal…. Duh
· Trade policy to address trade matters, etc etc etc

Videos
Deaton:
· Too often the public perception is at odds with reality, misses the bigger picture
· Extraordinary human progress, especially in the developing world in the past few decades
· Life Expectancy in developing countries has increased by 10-15 years
· Great episodes of human progress are great escapes
· These are from material destitution to high life expectancy and living standards we enjoy today
· Mostly about health and wealth
· Also more democracy
· Less violence
· With these great escapes, there are some that are left behind
· That is the nature of progress
· Progress does not come equally and only for some
· In this case, progress is one of the great engines of equality 
· The Great Divergence
· Sustained economic growth that began in Britain 
· Sowed the seeds for increasing living standards
· Pulled those countries away from those who were not industrialized
· Huge gaps, still today, make up the majority of inequality 
· Previous episodes of great prosperity were lost in history 
· Ex: China ships vs. Christopher Columbus
· It was the little ship that changed the world
· Why was the prosperity sustained?
· National inequality measures are more fraught than people seem to think
· Gaps in material living standards country to country are still not closing
· If we look at a person by person basis (population weighted), equality is probably falling
· Life expectancy around the 1500-1800s does not get above 40
· Not a huge trend can be seen
· Life expectancy of Dukes, elites. Did not have an affect until 1750s. This is because no knowledge of sanitation, after knowledge, can use wealth. 
· 1750: inoculation of smallpox? 
· We think of health innovations starting from the rich countries to the rest of the world
· Some came from rest of the world into the rich countries
· Health inequalities bring good things
· Onward and upward curve
· Life expectancy and gdp on the axis
· Moving towards better health 
· Even in countries that didn’t move along the GDP curve, there is still life expectancy improvements
· Also shows huge inequality along the GDP axis. Some countries are close to 0. Most inequality is between countries not within countries 
· Countries that do well in longevity do well in income 
· Deaton still sees this as a positive picture
· Shows world progress 
· Some disasters 
· China had a 30 year life expectancy increase in 1960-1970. Not a miracle, because Mao stopped killing people
· “Great Leap Forward” Mao decided he was going to industrialize. 
· South Africa
· Given its income in 1960, it’s life expectancy is lower than you would expect
· With the end of apartheid, it seems like South Africa is finally going on trend with the rest of the world
· When 2000 hits, life expectancy plummets again
· Reason is AIDs 
· Contemporary health improvements in rich countries driven by innovations
· Treatment of heart disease
· Reduction in smoking
· Progress with cancer
· Women have longer life expectancy than men (this inequality has been reduced recently). Gap between men and women have shrunk
· This has been equalizing in some countries but not in others 
· Improvements in health is good for us all
· Even if some are still not getting it, will in the future
· Alternative is to choke it off, say no one should get it to keep it equal for all 
· Big differences in life expectancy lies in infant mortality 
· Still, progress has been made
· Children are not dying from weird diseases but from things we have known for 100s of years (ie. Not vanccinated, drinking dirty water)
· Many times they are dying near hospitals with western standards
· Ie. India. This is despite the fact India is not a poor country anymore. 
· Cost of fixing this is so little. There is a moral obligation to assist 
· Lots of things we can do to help
· Research
· World bank as a consultant
· Selling arms to poor countries is questionable
· Pouring money into African countries to “help”
· Deaton believes this is harmful 
· What is missing in these countries is not money
· These problems cannot be solved with money 
· Government not able to use money to better health care 
· Imagine a government shut-down
· All functions of government shut down
· This would be like waking up in the African Republic
· Disaster of aid undermines contracts 
· If government is getting foreign aid, they won’t pay attention to their own citizens. Have taken own population as hostages 
· Can’t give the money to the people either
· People have no power
· Ex: Rwanda
· Aid for health
· If you pull it away people are going to die?
· Still undermines local decision-making, takes away liberty of the people to decide 
· For Deaton, he would give a 10 limit cap for foreign aid 
· Hopes for people taking control of their own destiny
· Debate in Canada about Aids should be debated in Botswana, in countries who have real problems with it
· Should not be determined by people injecting themselves into it

Rodrik
· Prof. of int’l political economy @ Harvard
· Advocates for “smart globalization” rather than “maximized globalization” what if it’s only helping wealthy nations. 
· Globalization is very disruptive, destabilizes creating large pools of winner and losers
· Open markets only succeed w/ proper social and legal political institutions, advocates of globalization coincidentally have largest established political institutions with holistic support system and policies able to withstand shock incited by globalization 
· Rodrik stresses that institutions are important for growth 
· Competition bypassed through outsourcing where illegal practices occur internationally to avoid domestic prosecution maintaining production advantage over competitors
· ∴ globalization could only benefit if all countries adhere to same policy, economic practices, and moral conduct which is impossible. 
· Paradox: market requires wide range of non-market institutions, do not take unique form, different societal organizations, democratic preference, institutional diversity inhibits globalization, no rule harmonization
· Rodrik critical of neoliberalism which is almost the supreme ideal behind globalization, where financial metapowers now have ability to outsource employment or relocate to deprive domestic country from GDP growth benefits, thus financially coercing gov’t policy to be unrestricted
· Financial system in interconnected and globalized, thus any subsequent bust cycle will get larger and larger, hence the dangers of neoliberalism will lead lack of societal protectionism from shocks 
· Contrast w/ stability and innovation
· Global competition will lead to circumstances seen under NAFTA or the WTO where smaller countries with smaller capacity in economy of scale are essentially doomed. Country on its own is largely stable but once global competition is presented will inevitably lose to established and financially more stable countries
· Outsourcing theory: there is market power in one factor market (labor) and no market power in a second factor market (capital). There are two intermediate goods: one labor-intensive and the other capital-intensive. We show there is always outsourcing in the market allocation when a friction limiting outsourcing is not too big. The key factor underlying the result is that labor demand is more elastic, the greater the labor share. Integrated plants pay higher wages than the specialist producers of labor-intensive intermediates. We derive conditions under which there are multiple equilibria that vary in the degree of outsourcing. Across these equilibria, wages are lower the greater the degree of outsourcing. Wages fall when outsourcing increases in response to a decline in the outsourcing friction.
Development theory: countries initially starting with higher investment capacity develop faster → increased inequality due to comparative advantage in capital


 Cohen
· Cowen is an economist who is considered one of the great cynicists of our time since his publication of “The Great Stagnation” where misallocation of resources and the progressively stagnant growth of technology/innovation leading to innovation but limited to existing innovations which have been adapted to become more efficient but without much technological progress leading to an increase in utility but decrease in impactful new technologies.
· We have entered a larger information gap due to increases in awareness of knowledge deficits without much yields in solving/comprehending them
· Two kinds of economic growth possible in this world. One can take good ideas already in use elsewhere, adopt them, and make use of underused stocks of people and capital. That's what China and India are currently doing, and we shouldn't mistake their rapid growth for something it's not. Or one can come up with new ideas and apply them in ways that allow the economy to grow.
· The rich world has been stuck doing the latter for most of the last century, and lately they haven't been doing it as well. Mr Cowen looks at growth rates of output and median income over the last few decades and notes that there's a steady downward trend. And this trend is due, he says, to the exhaustion of the supply of low-hanging economic fruit
· The internet, on which he has a lot to say, has had enormous benefits, but a striking amount of online activity is free and internet businesses create few new jobs (and displace lots of others). The result is growth in utility without much of a contribution to GDP, which would be fine except that countries and people have bills to pay, on things like health care, pensions, and government debt. Complicating matters is the fact that the fastest growing contributors to measured GDP—the government, education, and health sectors—deliver returns that are very difficult to measure. This suggests, he says, that rich world GDPs are likely overstated; we're poorer than we thought. And that, Mr Cowen concludes, will make it very difficult for us to make good on the many, many obligations accumulated while we assumed that our previous growth trajectory would continue
· Rise of big government wasn't about belief systems but about technology. Government, like most institutions public and private, could grow as innovations allowed.
· “Bits and Bolt” world where car was invented in 1800s but now they have many more accessories or substantially more “bits and bolts” leading to exponentially growing superficial materialist economy. 
· School becoming more corporatized, prioritize on PR and ability to market distinctions in academia in “job yielding” interdisciplinary majors. Has led to link in some cases of actual business/financial institutions. Though Finance and Law Firms, along with corporate business yield money, it merely distributes existing capital, leading to the stagnation in growth and a dissipation of economic distribution, where people are fulfilling more high paying jobs restricting the aggregate amount of money being distributed and thus made bringing everyone’s aggregate income down in the long run.
· Financial Crisis, & Globalization: US (over-expectations based upon mortgages and betting) Europe (sovereign debt-miscalculation of amount of money borrowed leading to deficit spending to the point of exhaustion) 
· Israel and India have substantial growth relative to western countries due to Neoliberal practices of deregulation and acceptance on alternate methods of production leading to faster developments of innovations
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