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General Description of the Unit

This course addresses the economics of Globalisation and Development with a particular focus on the problems facing Less Developed Countries (LDCs). Topics covered include economic growth, poverty and inequality, environmental economics and the economics of global warming, trade theory, debt, and domestic and international development policy. The course aims to directly address important and topical questions in a constructive manner and is especially concerned with the appropriate design of development policy. For example we ask, and aim to provide at least partial answers to the following questions:

· Why are some countries so much poorer than others and what can be done about it?

· What are the full economic consequences of global warming and what is the appropriate response?

· Is the world over-populated?

· Do Multinational Corporations harm LDCs?

· Should LDC debt be cancelled?

· Is international aid effective?

Whilst these questions are difficult the course does not assume any previous knowledge of economics. There are no prerequisites and technical material is kept to a minimum. Some basic (GCSE level) mathematics is used through the course.

Assessment Methods

Three-hour closed book examination in May/June.

Syllabus

1st Term

	1
	Defining development and the origins of divergent living standards

	2
	Theories of economic growth

	3
	Inequality and Poverty

	4
	Population growth

	5
	Education and health


2nd Term

	6
	International trade – theory and policy 

	7
	International Investment and aid

	8
	International Finance and the Credit Crunch

	9
	Globalisation and the environment


Reading

A detailed reading list is provided at the end of this document.

The course text is:

Michael P Todaro and Stephen Smith, Economic Development, 10th ed. Pearson, 2009.

I strongly recommend purchasing a copy of this, although there are quite a few copies in the library, including older editions. Also worth looking at, although somewhat technical in places, is:

Gerald M. Meier and James E. Rauch (eds.), Leading Issues in Economic Development, 8th ed., Oxford Univ. Press, 2005. (again the library has copies and older editions).

For wider reading two different takes on globalisation are:

Joseph Stiglitz, Globalisation and Its Discontents, Penguin, 2002;

Martin Wolf, Why Globalisation Works, Yale Univ. Press, 2004.
Web Resources (internet)

All of the course material will be uploaded on to the course blackboard site. To log in use your UoB username and password. Please check this regularly.
BlackBoard:
http://www.ole.bris.ac.uk
The internet provides a number of useful (and not-so-useful) resources. Recent papers written by staff of the World Bank relevant to this course can be found at http://www1.worldbank.org/economicpolicy/globalization/key_readings.html. Other useful websites include:
Countries and Regions: www.worldbank.org/html/extdr/regions.htm
World Bank Development Data and Statistics: www.worldbank.org/data/
International Monetary Fund: www.imf.org
IMF World Economic Outlook: www.imf.org/external/pubs/ft/weo/2005/01/index.htm
United Nations Economic and Social Development: www.un.org/ecosocdev/
United Nations Statistics Division: http://unstats.un.org/unsd/default.htm
United Nations Development Program: www.undp.org
and the Human Development Report: http://hdr.undp.org
For maps and key data check out the CIA World Factbook:

http://www.cia.gov/cia/publications/factbook/
Some excellent descriptive statistics, graphics and video presentations on development indicators and trends, are available at www.gapminder.org.

Materials relating to the Stern Review on the Economics of climate change can be found at

http://www.hm-treasury.gov.uk/independent_reviews/independent_reviews_index.cfm
The Reith lectures 2007 by Jeffery Sachs are available for download at

http://www.bbc.co.uk/radio4/reith2007/
Blogs

Two excellent blogs frequently covering material relevant to this course are those of


Dani Rodrik 

http://rodrik.typepad.com/

Chris Blattman
http://chrisblattman.blogspot.com/
Tutorial Work Programme

	Term
	Week #
	Week Beginning
	Topic

	
	Autumn Term

	1
	1
	5 October 2009
	No class

	
	3
	19 October 2009
	Defining development and the origins of divergent living standards

	
	5
	2 November 2009
	Economic growth

	
	7
	16 November 2009
	Inequality and Poverty

	
	9
	30 November 2009
	Population growth

	
	Spring Term

	2
	11
	11 Jan 2010
	Education and health

	
	13
	25 Jan 2010
	International Trade

	
	15
	8 February 2010
	International Investment and aid

	
	17
	22 February 2010
	International Finance and the Credit Crunch

	
	19
	8 March 2010
	Globalisation and the environment

	
	Summer Term

	3
	21
	19 April 2010
	Revision


Tutorial Protocol

1. Attendance at tutorials is compulsory.

2. Please do the required reading prior to the tutorial, and prepare answers to the relevant question set (these are below). Tutorials where only a small number of students have undertaken the required work are close to being a waste of time.

3. The award of credit points depends on attendance, completion of tutorial assignments and satisfactory coursework.

Coursework

As well as undertaking work for the tutorials students should also hand in two essays during the year. The maximum word length is 2000 words. Essays must be produced using a word processor and include a word-count.

1. One essay (max 2000 words) from the below list:

(i) Explain how observed differences in standards of living may be explained by cultural, geographic and historical causes. Are all explanations equally meritorious? Explain your answer.

(ii) Using the Solow model explain why economic growth might be faster in countries with lower incomes. Is this an accurate reflection of reality?

(iii) Is inequality a necessary ingredient of economic growth? Discuss your answer using empirical evidence.

(iv) Are developing countries caught in a population trap? Assess the arguments for and against the proposition that population growth is a real problem.

(v) “Governments should legislate to reduce child labour and the gender gap in education.” Discuss this statement and more generally discuss the role of education in economic development.

Deadline: January 15th 2010

2. One essay (max 2000 words) from the below list:

(i) What are the economic consequences of increased international trade? Argue whether trade is always beneficial or whether there must there be always be losers.

(ii) Evaluate the argument that multinational corporations do more harm than good in developing countries.

(iii) “The credit crunch was the inevitable consequence of financial globalisation.” Discuss.

(iv) Using examples explain why environmental degradation might take place. What possible domestic and international policies could be pursued to limit this damage?

Deadline: March 19th 2010

Globalisation and Development Reading List

Note this is not an exhaustive list – further reading is suggested at the end of each chapter in Todaro and Smith and may be suggested during the lectures. Many of the journal articles listed below are available at JSTOR (www.jstor.org) from which you can download the articles from computers within the University domain.

Note also that the chapters referred to below correspond to the 10th edition of Todaro and Smith and the 8th edition of Meier and Rauch.

Finally note that this reading list is correct at the time of writing. There may be subsequent additions. Please regularly check blackboard for additions or amendments to the list.
1. Defining development and the origins of divergent living standards

Todaro and Smith chapters 1 and 2. (required.)

Meier and Rauch sections IA and IB.

If you want a development-oriented introduction to economics you could do worse than:

Partha Dasgupta (2007) Economics: A Very Short Introduction, OUP.

(The last reference is not essential but will be especially useful if you are doing other economics units.)

If you have a spare weekend, then reading

Jared Diamond (1997) Guns, Germs and Steel – the fates of human societies. Norton.
would not be a waste of time.
2. Modern theories of economic growth: The Solow and Lewis models

Todaro and Smith chapters 3 and 4. (required.)

Meier and Rauch sections IC and II.

Temple, J. (1999) “The New Growth Evidence”, Journal of Economic Literature, vol. XXXVII, pp. 112-156. This is quite technical – but sections 1 and 2 are useful for empirical evidence on convergence.
3. Poverty and inequality

Todaro and Smith chapter 5. (required.)

Meier and Rauch section VIII.

Dollar, D. and A. Kraay (2002) “Growth is Good for the Poor”, Journal of Economic Growth, vol. 7, pp. 195-225. Quite technical – read first two sections only.
Amartya Sen (2001) “Many Faces of Gender Inequality”. Essay published in Frontline 18(22)

Sala-i-Martin, X. (2006) “The World Distribution of Income: Falling Poverty and… Convergence, Period.” Quarterly Journal of Economics 121(2): 351-397.

4. Population growth

Todaro and Smith chapter 6. (required.)

Meier and Rauch section IV.

Partha Dasgupta (1995) “The Population Problem: Theory and Evidence” Journal of Economic Literature XXXIII, pp. 1879-1902. (required.)
5. Education and health

Todaro and Smith chapter 8. (required.)

Meier and Rauch section IV.

Kaushik Basu (1999) “Child Labor: Cause, Consequence, and Cure, with Remarks on International Labor Standards” Journal of Economic Literature XXXIII, pp. 1879-1902

Nancy Birdsall (1996) “Public Spending on Higher Education in Developing Countries: Too much or too little?” Economics of Education Review, vol 15, no.4, pp. 407-419

George Psacharopoulos (1994) “Returns to Investment in Education: A Global Update” World Development vol. 22, no. 9, pp. 1325-1343.
6. International trade

Todaro and Smith chapters 12. (required.)

Meier and Rauch section IIIA.

Journal of Economic Perspectives 1998 symposium on globalisation – see blackboard for details.
7. International investment and aid

Todaro and Smith chapter 14. (required.)

Meier and Rauch section V.4.

Krugman, Paul (1995) “Dutch Tulips and Emerging Markets” Foreign Affairs. (required.)

Burnside, C. and Dollar, D. (2004) “Aid, Policies, and Growth: Revisiting the Evidence” World Bank Policy Research Working Paper 3251.

8. International Finance and the Credit Crunch

Todaro and Smith chapter 13 and 15. (required)

Further reading to be announced.
9. Globalisation and the Environment

Todaro and Smith chapters 10 and 16. (required.)

Meier and Rauch section X.

Hardin, Garrett (1968) “The Tragedy of the Commons” Science, vol 162, pp. 1243-1248.

Schelling (1992) “Some Economics of Global Warming” American Economic Review 82(1) pp. 1-14.

Globalisation and Development Tutorial Work

Tutorial 1: Defining development and the origins of divergent living standards (week 3 Autumn)

Required reading: Todaro and Smith chapters 1 and 2.

1.
What are the Millenium Development Goals and how did they come about? What do you consider to be the most important of these and why? Are the MDGs doomed to fail?

2.
Fully define GDP per capita. Is growth in GDP per capita essential to ensure economic development and the reduction of poverty?

3.
What are good economic institutions, why do so many developing countries lack them and what can developing countries do to get them?

4.
Is democracy a necessary condition of development?
Tutorial 2: Theories of Economic Development (week 5 Autumn)
Required Reading: Todaro and Smith chapters 3 and 4; sections I and II in Temple (1999).

1.
Explain why the Solow model predicts convergence in standards of living. Does the real world provide any support for this prediction? Explain why convergence hasn’t always happened in practice.

2.
Explain the implications of the Lewis model for economic growth. Does the Lewis model also predict convergence?
3.
Given the weak evidence in favour of convergence, does this mean economics is a ‘false paradigm’.

Tutorial 3: Inequality and Poverty (week 7 Autumn)
Required reading: Todaro and Smith chapter 5; Dollar and Kraay (2002) first two sections.

1.
The following income distribution data are for Brazil:

	Quintile
	Percent Share

	Lowest 20%
	2.4%

	Second Quintile
	5.7%

	Third Quintile
	10.7%

	Fourth Quintile
	18.6%

	Highest 20%
	62.6%

	Highest 10%
	46.2%


(a) Carefully graph the Lorenz curve, labelling the axes.

(b) Explain how to find the Gini coefficient, graphically.

(c) According to the CIA World Factbook Brazil’s GDP (purchasing power parity) is $1.492 trillion. Brazil’s population is 186,112,794. What is the average dollar income per capita of the bottom 20%? Bottom 40%?

2.
The 2002 World Development Report provides the following information for Columbia and Thailand:

	
	Per Capita GDP ($)
	Per Capita GDP      (PPP $)
	Population below National Poverty Line (%)
	Population below

$1 Day PPP

(%)
	Poverty Gap at $1 Day PPP (%)
	Gini

Index

	Columbia
	2080
	5890
	17.7
	11.0
	3.2
	57.1

	Thailand
	2010
	6330
	13.1
	<2
	<0.5
	41.4


(a) Does Columbia’s larger GDP per capita (measured using market exchanges rates) mean that poverty is less of a problem than in Thailand, where GDP per capita is smaller?

(b) Explain fully what each of the entries in the final four columns of this table measures. What concepts are being presented and what is their importance to economic development?

3.
Should policy makers be worried about inequality? Is inequality ever desirable?

4.
Explain the ‘Kuznet’s hypothesis’. Give reasons why such a relationship might hold. Does it hold in practise?

5.
With reference to the paper by Dollar and Kraay (available on Blackboard) discuss whether or not “Growth is good for the poor”?

Tutorial 4: Population Growth (week 9 Autumn)
Required reading: Todaro and Smith chapter 6; Dasgupta (1995).
1. What are the key assumptions underlying the Malthusian poverty trap?

2. Describe the three stages of the demographic transition. Describe the historical pattern of fertility and mortality rates in Western Europe. Is the same pattern emerging for low-income countries?

3. Is there in some sense an ideal global population level? What do you think it is?

4. Does high population growth mean faster environmental degradation?

5. With reference to the paper by Dasgupta (on Blackboard) discuss whether government agencies should focus on unmet need for family planning, or parental demand for children.

Tutorial 5: Education and Health (week 1 Spring)
Required reading: Todaro and Smith chapter 8.

1.
Describe and comment on each of the following education-development relationships:


(a)
Education and economic growth: does education promote growth? How?


(b)
Education, inequality and poverty: do educational systems typical of most LDCs tend to 
reduce, exacerbate, or have no effect on inequality and poverty?


(c)
Eduation and fertility: does the education of women tend to reduce their fertility? Why?


(d)
Education and the brain drain: what factors cause the international migration of high-

level educated workers from LDCs to developed countries? What do we mean by the 

internal brain drain?

2.
“Child labour should be universally outlawed.” Discuss.

3.
Explain reasons for Sen’s “100 million missing women.”

4.
What are the “neglected tropical diseases.” Discuss whether and why are they might be “neglected”.

Tutorial 6: International Trade (week 3 Spring)
Required reading: Todaro and Smith chapters 12.

1. Explain what is meant by ‘comparative advantage’.

2. Explain what is meant by ‘the terms of trade’. Why might the terms of trade of Low Income Countries deteriorate through time? Has this happened in the last two years?

3. What are the key assumptions of the relative factor endowments model?

4. Is protectionism always a bad idea?

5. Discuss the proposition that increased trade leads to increased inequality.

Tutorial 7: International investment and aid (week 5 Spring)

Required reading: Todaro and Smith chapter 14; Krugman (1995).

1. What are the main forms through which capital flows into LDCs? Discuss the evolution of the various forms across the last decade.

2. Is MNC involvement with low income countries compatible with their development objectives?

3. Explain why MNCs engage in ‘transfer pricing’?

4. Discuss the proposition put forward by Krugman (see paper on blackboard) that the 90s represented a ‘speculative bubble’ in emerging market portfolios

5. Discuss the feasibility of achieving the UM target for provision of foreign aid of 0.70% of GNI.

6. What is ‘tied aid’? Are there any grounds for believing it might be preferred to untied aid?

Tutorial 8: International Finance and the Credit Crunch (week 7 Spring)
Required reading: Todaro and Smith chapter 13 and 15. (required). Further reading to be announced

1. Provide a definition of the current account, the capital account and the cash account. What is the relationship between the three accounts?

2. When a country is said to be running a trade deficit what is meant by this? Is a trade deficit always unsustainable?

3. Discuss the fundamental causes of the credit crunch and evaluate possible policy prescriptions to remedy it.

4. “The credit crunch is a developed country problem and therefore has no consequences for LDC development.” Discuss this proposition.

Tutorial 9: Globalisation and the Environment (week 9 Spring)
Required reading: Todaro and Smith chapters 10 and 16; Hardin (1968).

1. What does Hardin mean by ‘the tragedy of the commons’? Explain what is meant by the ‘free-rider problem’. Are there possible economic solutions to the problem?

2. Explain what economists mean when they talk about ‘externality problems’. Does the presence of externalities mean that free-markets will always lead to exploitation of the environment?

3. Discuss and evaluate the recommendations of the Stern Review. Why were Stern’s conclusions so markedly different from previous assessments of the economic consequences of climate change?
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