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About the GPID research network:

The ESRC Global Poverty and Inequality Dynamics (GPID) research
network is an international network of academics, civil society
organisations, and policymakers. It was launched in 2017 and is
funded by the ESRC’s Global Challenges Research Fund.

The objective of the ESRC GPID Research Network is to build a new
research programme that focuses on the relationship between
structural change and inclusive growth.

See: www.gpidnetwork.org




Global Framework

Global projections of GNP per capita (in 2005
$PPP) in the recent report of the New
Devel opment Bank
that the world economy is projected to recover
modestly from low economic growth over the
coming five years (2032022) (New
Development Bank 2017).

This trend is illustrated inTable 1 which
partitions the global economy into six major
blocs. These include 1) three Developed
Economy blocs: the USA, Eope and the

(" BRInedestyBank’ )

example, growth in the USA would dip
slightly, from 1.4% during 2028022 to 1.3%
during 20232030 and growth in Europe and
‘Other Developed Economiesould rise only

suggest s

The growth rate of the BRICS combined (and
of China and India in particular) is projected to
slow slightly, namely, to 4.5%. The per capita
GNP growth rate in Other Emerging
Economies would remain the same, at 2.8%
over both 2018022 and 2022030.

Table 1. Historical and Projected Annual Growth

remaining ‘ Other Devel oRatesof GNR gercapitad) (8085 $PPR)n d
2) three Emerging and Developing Economy 2008 | 2018 | 2023
blocs: the BRICE ‘Ot her Emerging 2017 | 2022 | 2030
Economies’-i manamel o'weav eWodpi ng 17 | 24 | 25
Economi es’ USA 07 | 14 | 13
The table reports that the global growth rate of Furope . 08 | 15 ] 8
GNP per capita is projected to rise to 2.4% Other Developed Economies| 0.8 | 1.2 | 1.4
from 1.7% between 2018 and 2022. But this | °h> 4 | AT ] 4s
rise appears to be due mainly to the recovery | Other Emerging Economies | 1.1 | 28 | 238
in growth of GNP perapita among Developed Beveloping Economies 26 | 251 29

Economies. However, their projected growth
rates would remain relatively low, namely,
1.5% or less.

Over the period 2032022, the BRICS are
expected to continue being the most important
driver of global economic growth. But their
combined growth rate of GNP per capita
would slow to 4.7% from 5.4% during 2008
2017.

The growth of the world economy is expected
to increase at a broadly comparable rate during
20232030, with global GNP per capita
growing at 2.5% as compared with 2.4% in
2018-2022.

Growth across Developed Economies is
projected to remain relatively slow. For

1 BRICS stands for Brazil, Russia, India, China and
South Africa

Data Source: thé&/orld Databank of the
CambridgeAlphametrics Model

Prospects for Inclusive Growth

So what are the prospects fdonclusive
Growth under such projected economic
conditions? They are not promising. And, in
addition to such lack of promise, current
analyses and discussions of Inclusive Growth
arebedeviled by a mounting pile of inherently
vacuous concepts.

This author spent many years in UNDP as a

Policy Advisor, sponsoring country studies

that sought to identify the macroeconomic
policies most-PocondGroweht
This effort involvedfinding ways of shifting
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the6di st r i buinfawmoathe plioi. aséx ampl e ar e t he ‘e
However, without a dramatic structuralchange di sadvant aged’ ) were $10
t hat woul d i mprove t hrchegt d@Wawers $100n(sd that nthe ngap

status, such a shift was inevitably going to be between the two we®90). This is roughly the
unattainable. situation in countries such as Brazil and South

, Africa, for example.
Decades ago, Kuznets recognizede t P

importance of underlyingstructural trends Now let us do an exercise that could simulate
(Kuznets 1955). But he posited the classic a simpl e scenari o of
conundrum that during a meaningful process Namely, let us assume &dbgrowth rate of

of structural change, inequality would, in fact, income per person for each group.
increase before it would eventually decline. Unfortunately, such a benign scenario would
lead to anincrease in the absolute gap
between the two t&94.50 The income per
person of the ‘economica
would rise to $10.50 while the incamper

person of the rich would reach $105. In other

words, inequality in absolute termsould

worsen

His explanations for how suchn eventual
decline would occur were not, however, well
developed. He tended to focus on associated
political developments, such as the rising
political power of the working classes. Such
new-found political influence would lead, he
believed, to disproptipnate economic
advancement. Hence, the economically disadvantaged would
have to achieve, at least, a much faster relative

In contrast to such a structural analysis, the .
y rate Pf gr?wth of their income per_person %h%n
0 ncl us.i Vv rrow

more ‘modern’ concept o
. the rich in (nerg)closeteasolute ga
(supposedly an intellectual advance on Sro
, . etween the two groups.
poor growth’) stildl tends to %ropagate abstrac
economi c “fairy t al e dn this regaa,nteslinieresting tb r@ote that thee
conenitally *excluded’” Wopoord (Bankved | oas gt hatin

relatively disadvantaged in general) could be i nclusi ve growt h’ (see

allowed to advance economically at least as Lundstrom 2009) relies on the notion that the

rapidly as everyone else, and especiallyavis poor or the disadvantadenvould advance at

vis the rich. Namel y, thelsane rateauthedestioiethe 'populationuird e d”’

thankfully in any economic adaaes. other words, they would be dutifully
“included’. Thus, there v

Such an assumption would posit that the . . ,
egalitarian out come.

economically disadvantaged could see their
income per person grow as fast as that of the This stance implies, however, that in our
rich in percentage terms. But even under such simple example the World Bank would focus

a benign scenario, thabsolute gap between on the fact that both the poor and rich

the income per person of thehiand that of experienced a 5% increase in their income per
the disadvantaged would still widen (see person. In other words, they would ignore the
McKinley 2009 and McKinley 2008). fact that the poorest 40% experienced only an

absolute 5@&ent increase in their per capita
income while the rich experiemtea much
larger $5 per capita increase.

Let us take a simple mathematical example in
order to illustrate such an outcome. Assume
that the average income per person of the
poorest 40% (those whom we assume for this
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| suppose that we could argue that such an
assumption is at least an improvement on

Kuznets projections.
the poor would experience, at first, a relative
deterioration in their income perpta as a
result of structural change. For example, he
posited that in its early stages, economic
development would lead to a widening of
income inequality-as farmers thrown off
their land secured only very insecure and-low
paying industrial jobs.

Only later, he assumed, would these workers
begin to close the income gap with the owners
of industry and thus inequality across society
would decline. But how exactly this later

will  most continue to widen

substantially.

likely

I—hi,r?ce, zrieﬁ/iﬁg%nn aesge‘mindlyrl)enfgnaa%sttract that
analytical framework, such as that for

Inclusive Growth, is not likely to reap any
redistributive dividends. It would be better, for
example,toadofit | ncl usi ve —Devel or
a more expansive and meaningful teras a
startingpoint.

Though admittedly more ambitious, such a
broader approach would give us the latitude, at
least, to focus omtructural changesin the
economy, at the national level andaasesult

of international trends.

‘“equalizing’ hi storical trend would occur has
remained a matter of much debate.
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