


2.2 THEORY OF DEVELOPMENT AND UNDERDEVELOPMENT

Kuznets (1993:49) suggests that the long alteration in the rate of growth in popi ation
can be seen partly as a cause, partly as an effect of the long swing in income inequ: Lty
which was associated with a secular rise in real per capita income levels. The >ng
swing in income inequality is also probably closely associated with the swing in capit:

proportions, and narrower inequality for lower, countrywide saving propor ns.
According to Milonakis (2006:269) economic history and development ave : rays
been intimately related. The issues of development and growth have been the
overwhelming preoccupation of economic history from its inception right to the resent.
Salvatore and Dowling (1977:1) define economic development as the process whereby
a country’s real per capita gross national product (GNP) or income incre 3es over a

period of time through continuing increase in per capita productivity.

Lal (1992: 32) draws distinction between poverty alleviation and reduction of inequality

of income. According to him, most moral codes accept the view that, to the extent
feasible, it is desirable to alleviate abject, absolute poverty or destitution. That
alleviating poverty is not synonymous with reducing the inequality of income can be
seen by considering a country with the following two options. The first option :ads to
the rise in the income of all groups, including the poor, but to larger relative in ses
for the rich, and hence a worsening of the distribution of income. The second leads to
no income growth for the poor but to a reduction in the income of the rich; thus the

distribution of income improves but the extent of poverty remain unchanged.

Valenzuela and Valenzuela (1993: 205) argue that the unequal devell ment of the
world goes back to the sixteenth century with the formation of a capitalist world
economy in which some countries in the centre were able to specialize 1 indust |
production of manufactured goods because the peripheral area of the world which they
colonized provided the necessary primary goods, agriculturi and mineral, for

consumption in the centre. Contrary to some assumptions in economic theory, the













2.4.2 Ricardo and Mill

Patnaik U (2005:31) is of the view that Ricardian 1eory of comparative advantage
contains a logical fallacy when used to argue that mutual benefit necessal 7 rest 3
from trade. Ricardo’s two-country, two-commodity model assumes that both ¢ ds can
be produced in both countries. It is then shown that even if unit production costis lo r
for both goods in one country compared to the other, provided the relative ¢ ts for
production differs, it would be of mutual benefit for each country to specialize in
good in which it has lower relative cost and exchange with each other. The benefit
arises from an actual increase in total output owing to specialization, such that for each
country there is vector-wise improvement in the consumption of the two goods through

exchange, that is, a higher level of one for at least the same level of the other, in 2

post-trade situation comparéd to the pre-trade one.

A fallacy in an argument can arise either when the process of reasoning to draw
inference from the given premise is not correct, or when the assumption or the | ar

of the argument is not true. Fallacies can be of various kinds-material fallacies :
from an incorrect statement of facts, verbal fallacies from an incorrect use  te 1s and
formal fallacies from an incorrect process of inference. Ricardo’s process of reasoning
is valid, but a material fallacy arises because his assumption or premise is not true of a
general theory of trade. There is a serious problem with the assumption, which is that
both goods are producible and indeed are actually produced, in both countries. Only on
this assumption can the shiffing of resources from one good to the other, and :nce e
transformation of one good to the other, be postulated. Ricardo’s argument is: plica 2
only to countries with a similar production structure, where the assumption of
inapplicab argument when considering trade between temperate advanced w ies
and tropical developing countries, because such trade involves goods which cannot
ever be defined (Patnaik U 2005: 32).

According to Prendergast (2005: 94), Mill's major innovation was his distinction between

the laws of production and the laws of distribution. According to Mill, the laws of
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relationship between masters and slaves in a slave economy or of capitalists and
workers in contemporary society, depending on their respective characters as owners
and owned or as propertied and propertyless. It was essentially the contrac :tion
between the productive forces and their development, on the one hal , ¢ d 2
prevailing relations of production on the other, which, in the form of a sharpened
antagonism between classes, caused the disintegration of a mode of production and its

eventual supersession (Dobb 2001:4).

Marx's political economy took a different view. He argued that accumulation was

unavoidable under capitalism. For it was a consequence of the competition betwe:
capitalists in pursuit of profitability through productivity increases. Larger c: iti ; ad
better ch'ances of success and survival. For Marx, there were neither market nor nati
absolute barriers to growth under capitalism, but the growing economy woi 1 intensify
stresses and strains that could not be accommodate by market mechanism i >ne. As
a result, economic growth would be punctuated by crises of greater or less¢ severity
and frequency. These, once resolved, would furnish the basis for a renewal of growth,

unless capitalism was itself overthrown by socialist revolution (Fine 2006:69).

Patnaik P (2005: 20) added that Lenin’s writings em 1ate from an intellectual integrity
that has a blazing quality, which cauterizes, as it were, all humbug based on incorrect,
class-biased and fallacious reasoning. Lenin applie the Marxist method of analysis
consistently to the question of the development of capitalist relations of production, not
only to Russia before the Revolution and to the Soviet Union after the Revt ition, wut
also to other countries, including developed industrial nations like the USA. He thereby
produced a rich corpus of work that spans the disciplines of history, sociology and
economics, which helps to critique present-day fallacious reasoning relatii  to ¢ arian

relations and guides in the direction of logically correct analysis.

A careful reading of Marx and Engels’ work leads to the realization that their political
economy, firmly grounded on materialist premises, contains important theoretical

categories and methodological guidelines for the theoretical analysis of e
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be seen as good news. Population growth rates in developing countries are higher, ut
they have also slowed consideravbly in recent decades. But people in hii -pro 32
countries, who comprise less than 20 percent of the world’s population, account fc at
least three-quarters of the world’'s consumption. The United States has only about a
quarter of the population in India yet puts about three times the amount of carbon
emissions into the air. To slow the rate of environmental destruction, a slower-growing
or even shrinking population in the rich countries is enormously positive (Wei: rot
2005:4).

This expansion of the free trade mandate and the expansion of the power and
jurisdiction of the WTO, which is now the most powerful multilateral instrument of the
global corporations, is a mortal threat to development, social justice and equity, and e
‘environment. And it is the goal that must be thwarted at all costs, 1 get about
sustainable development, social justice, equity and the environment if the big trading
powers and their corporate elites have their way and launch another glc al round for
liberalization during the WTO’s fifth Ministerial Assembly in Mexico in 2003 (Be o
-2004:110).

Copeland and Taylor (2003: 28) examine the effect of trade on the environment in a
small open economy facing fixed world price to emphasize three major points. First, the
effect of trade liberalization on the environment depends on a country’s comp: ative
advantage, which in turn depends on country characteristics. There is no reason to
have the same effect on all countries. Second, the effects of trade on the em m t
depend on whether the environmental policy is rigid or instead responsive to ch: =nges
brought about by trade. When policy is rigid we will show that outcomes depend on the
type of environmental policy instruments used by regulators. Finally, the wi &  effects
of trade liberalization are sensitive to both a country’s comparative advantage and e

flexibility of its policy regime.

If pollution regulations are unresponsive then the welfare effects of trade liber: zation

depend in the pattern of trade, the type of policy instrument used, and f ng
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stringency of pollution regulation. If the number of pollution permits is held fixed during
trade liberalization, then freer trade has to raise welfare and has no enn « m
consequences. But if comparative advantage in dirty goods, and decreases it
countries with a comparative advantage in clean goods. And when pollution does not
fully internalize externalities, countries with a comparative advantage in dirty goods may

loose from trade (Copeland and Taylor 2003: 33).

A much stronger version of the pollution haven effect is what the literature has refc ed
to as the pollution haven hypothesis. Under this hypothesis, free ternational trade
leads to the relocation of dirty good production from the stringent regulation countries
(the North) to lax regulation countries (the South). That is, the population haven fect is
so strong that it more that offsets other motives for trade in dirty goods. An often-stated
corollary is that pollution-heaven-driven trade raises poliution in the de loping

countries and lowers it in the developed countries (Copeland and Taylor 2003: 44).

Unéurprisingly, liberalisation has reinforced the historical pattern of comparative
advantage based on cheap energy and other resource-based exports. The one
important exception in terms of export performance is motor vehicles and parts, whi
has had an incentive programme premised on continued, albeit reduced, rotec >n.
The capital- (and skill-) intensive nature of much of resource-based and energy
intensive exports, including steel and aluminium, means that liberalisation has favoured
these factors of production, and trade flows have not reflected the ¢ wundance of
unskilled labour, contrary to the predictions of the orthodox economics (Mohamed an
Roberts 2008: 85)

The 1990s therefore represents at least a structural break if not a positive turning-  int

for economic growth in South Africa. The stagnation of the 1980s Was reversed, with

renewed growth driven by productivity gains from the augmentation of techn: >gy and
greater efficiency. Trade performance improved and foreign markets became
increasingly important. Of particular relevance is the considerable empirical evidence

suggesting that trade liberalization enhanced productivity and economic growth.
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deforestation will cause a loss in biodiversity. With regard to the global dimension, it is
well known that forests act as sources of carbon sequestration
(Nguyen Van and Azomahou 2007: 292).

Smith (1994: 46) asserts that not only is environmental degradation itself caused by
poverty. For many of the world’s poorest people the ‘environment’ is their very means of
survival: forests, rivers, land, are what they rely upon for their basic needs. When
countries become involved with international institutions, multinational compani ,

international bankers, they often find their economy becoming skewed towards cash

crops and export orientated agriculture. Results include loss of rain-forests and

desertisation to produce an environment unab  to support its population.
2.9 WORLD ECONOMIC CRISIS

The key point about the New Wall System is that it has enabled financial firms to
regularly inflate asset bubbles (from one asset type to another), then take profits,
survive the burst bubble, and move on to the next asset type and the next country to
initiate the next bubble. Through the process, they have been able to generate gigantic
profit- to get rates of return of 20 percent and more out of economies growing at 7
percent or less, redistributing income upward to themselves and the top percentiles of
national income distributions. They héve invested some of their profit in >bl g
legislatures and bribing officials to enable their serial bubble-blowing to continue
unimpeded (Wade and Ocampo 2009: 34).

However, the laws of motion of capitalism will keep operating so long as the capitalist
n nail intt |, indepenc 1t of the wills and ¢ a1ttt W tt
upper-middle-class environmentalists. Sooner or later, those truly conscientious
environmentalists will have to choose between the commitment to ecological
sustainability and the commitment to an exploitative and oppressive social system.
Furthermore, with the deepening of the global ecological crisis and the crisis of glob:

capitalism in general, it may soon become increasingly difficult for the capiti st system
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to accommodate the material privileges of the upper middle class while simi aneously

meeting the requirements of production for profit and accumulation (Li 2008: 9).

There a any good reasons to think that the patterns and processes whi « 1 for
the past one hundred years-e.g., economic growth- may not hold for the next oi

hundred, a point on which the present economic crisis should perhaps focus our
attention. Justifying shifting costs from the present to the future based on the
assumption that future generations will be richer than the present ones is gl
dubious. In relation to the economy as well as the ecology the future is highly un rtain,
though current trends clearly point to disaster. If global climate change, not to men n
the many other interconnected environmental problems we face, has some of the more
catastrophic effects that scientists predict, economic growth may not be hamp :d, ut
the entire economy may be undermined, not to mention the conditions of nature on
which we depend. Therefore, future generations may be much poorer th:  present ones

and even less able to afford to fix problems we are currently causing (York et al 2009:
9). '

In his examination of crises of the contemporary world capitalist system, (Tal
2009:11) avers that today a quarter of all deaths in the world have some nk to
environmental factors and most of the victims are poor people who are : eady

vuinerable due to mainutrition and fack of access to medical care as food prices

continue to rise. Seventy-five percent of the world poor people are rural and most of

them depend on agriculture.
2.9.1 Millennium Development Goals

Geda and Shimeles (2007: 297) write that improving health, education, en 1

equality have been long-term, as well as recent Millennium Development Summit goals
(MDGs) for Africa. Over the past few decades, the lessons learnt, statistics, and data
that have accrued now inform the debate on social development policy. Comparative

data from the 1990s show that human development is highly correlated with the status
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reposition biodiversity conservation policies in such regions to prioritize strate( s at
explicitly support hunger and poverty reduction. The synergies between food sec ity,
poverty reduction and biodiversity conversation could be greatly expanded by investi

in programs and technologies that explicitly seek such synergies (Scherr 2003: 8).
2.10 DEVELOPMENTAL ROLE OF THE STATE

Davies and Van Seventer (2003:4) write that it thus seems clear that in principle ose
concerned with social policy should also be concerned with macroeconomic : 1bility.
However, while it is both theoretical and empirically incontrovertible at macro
economic instability is harmful for society, this does not mean that macroeconomic
stability necessarily and automatically promotes good social conditions. It is necessary
that the enabling environment it provic ; be used to the good. This may require = i

intervention on the part of the state. However, this does not imply that any social
intervention will be beneficial. Many such interventions are irresponsible, ei b 1use
their wider consequences are ignored, or because they are motivated by p ulist
political interests rather than genuine concern for social welfare. Such policies do not
provide sustainable solutions to the problems they purport to address. Insofar as they’
fail to consider their macroeconomic implications, they may contain within thems: /es
the seed for their own failure. According to Fine (2006:115), the role of the state in
development, like development itself, needs to be situated in the context of 1 1ss, power

and conflict, each understood in both economics and political terms.

Harnessing social capital requires a facilitating state with devolved powers, partner ips

with civil society and the private sector to combine growth, poverty alleviation, and
environmental maintenance. If government policy can reconstruct social c: this in
turn can facilitate effective government policy implementation, the "y ]
upward spiral (Munslow 2001: 508). Although agreement has still to be achieved on a
characterisation of the developmental state in Sbuth Africa, a broad consensus appears

to exist around the idea that the process of development involves more than just







benefits some more than others. State intervention must be designed to spread the
benefits beyond its present beneficiaries (Turok 2007:24). According to the our
movement, the concept of developmental state does not simply mean that the
government actively directs economic development. Instead, it has a pec ar
intellectual history, which derives primarily from the experience of industrialisation in
countries such as Japan, Korea and Taiwan. [t emphasises the ability of the state to
drive development by guiding capital toward new activities while maintaining broad-
based support, including from workers (COSATU 2005:4).

Mayibuye iAfrica (come back Africa) is a call for the return of legal title, wut also for
restoration of the land, the forest, and the atmosphere; the greening of the coul vy is
basic to its healing (Sachs 1990:140). One of the key principles in relation to ri¢ t to
environment is sustainable development. In terms of Agenda 21(28:1), wl :h is a
programme of action for sustainable development worldwide in it, local au orities
construct, operate and maintain economic, social and environmental infrastructure,
oversee planning processes, establish local environmental policies and regulations,
assist in implemeiting national and subnational environmental policies. As a sphere

government closest to the people, local gbvernment plays a vital role in educating,

mobilizing and responding to the public to promote sustainable developme

2.11 CONCLUSION

Sustainable development theory can be traced back to economic development | eory,

which simply defined it as the analysis of the economic progress of countries, taking into
consideration sociological, anthropological, historical, political and even ideological
factors. Sustainable development is a continuation of the princij s of e r 1ic
| development but with more emphasis on the social well-bei

introduction of the environment as a major component. Environmental issues are indeed

a function of Developmental Economics.




Nineteenth-century environmental problems were clearly socially inflicted, 1ou
economic exploitation associated increasingly with urbanisation and ci iitalist

industrialisation. The effects of trade on the environment depend on whether the

environmental policy is rigid or instead responsive to challenges brought about by trade.

A strong and democratic state, with clear objectives, internal cohesion, noar
legitimacy and the capacity to control economically powerful fractions of the pc ition
and direct the use of their resources can achieve democratic economic development.
The so-called “the environmental problem” is in the end primarily a problem of olitic:

economy.

Today a quarter of all deaths in the world have some link to environment: factors and
most of the victims are poor people who are already vulnerable due to malnutrition and
lack of access to medical care as food prices continue to rise. The EKC literature is
important in that it brought the empirical study of aggregate pollution levels into
realm of economic analysis and it debunked the commonly held view that enviro néntal
quality must decrease with the economic growth. Ecosystem rehabilitation and
sustainable development, more specifically, sustainable management of natur:
resources are closely interlinked with each other, one leading to the other. State can
intervene for many reasons, such as defence, environmental protection or
administration of justice, and use various tools, such as price ceilings and :gislation.
Concepts of environment and sustainable development will be explored in e next

chapter.






