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ABSTRACT

ECONOMIC LIBERALISM
AND PERFORMANCE OF DEVELOPING COUNTRIES:

A COMPARATIVE ANALYSIS

Altun, Gizem

M.S., Department of Economics

Supervisor: Fikret enses

September 2009, 175 Pages

Economic liberalism has always been a very controversial issue in the content of

development economics. The relation of neo-liberalism with economic development,

as today’s dominant discourse of economics, has been highly debated in the last

decades. The main objective of this thesis is to investigate this relationship via

comparing four countries’ development experiences; Argentina, China, Turkey and

Poland, in between 1965-2005. In addition to that purpose, this thesis aims to analyze

whether the experiences of the countries are unique or they display strong similarities

with each other; and moreover to assess whether countries that follow the dominant

development discourse are more successful than those that diverge from it.

Development is defined on the basis of twenty-one indicators which consist of both

purely quantitative ones and also others that possess qualitative elements. The

comparison was concluded with the results that there was not a universal

development path followed by the four countries; neo-liberal transition and reforms

in the four countries have in fact brought about changes in some indicators and

finally China has been performing better than the other countries by means of a

number of indicators, as a country which has relatively been outside the dominant

development trend in the world

Keywords: Development, Liberalism, Comparative Studies.
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ÖZ

EKONOM K L BERAL ZM
VE GEL MEKTE OLAN ÜLKE PERFORMANSLARI:

KAR ILA TIRMALI B R ANAL Z

Altun, Gizem

Yüksek Lisans, ktisat Bölümü

Tez Yöneticisi: Fikret enses

Eylül 2009, 175 Sayfa

Ekonomik liberalizm, kalk nma iktisad  kapsam nda her zaman tart mal  bir konu

olmu tur. Bugünün hakim iktisat söylemi olan neo-liberalizmin ekonomik kalk nma

ile olan ili kisi son y llarda hayli tart r hale gelmi tir. Tezin temel amac , bu

ili kiyi Arjantin, Çin, Polonya ve Türkiye’den olu an dört ülkenin 1965-2005 y llar

aras ndaki kalk nma tecrübelerini kar la rarak ara rmakt r. Bu amac n yan ra

tez, ülke tecrübelerinin o ülkelere has m  oldu u yoksa çok önemli benzerlikler mi

ta  analiz etmeyi; ayr ca bu ülkelerden hakim kalk nma anlay  izleyenlerin

mi yoksa ondan ayr an ülkelerin mi daha ba ar  oldu unu de erlendirmeyi

amaçlamaktad r. Kalk nma bütünüyle ölçülebilir olanlar n yan ra niteliksel

unsurlara da sahip yirmi bir gösterge baz nda tan mlanmaktad r. Kar la rma

sonunda, dört ülkenin de takip etti i ortak bir kalk nma patikas n olmad ; neo-

liberal geçi  ve reform politikalaran n dört ülkede baz  göstergelerde önemli

de melere yol açt  ve son olarak da dünyadaki hakim kalk nma trendinin göreli

olarak d nda yer alan Çin’in di er ülkelere göre daha iyi bir performans ortaya

koydu u sonuçlar na ula lm r.

Anahtar Kelimeler: Kalk nma, Liberalizm, Kar la rmal  Çal malar.
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CHAPTER 1

INTRODUCTION

Development economics, as a major field of scientific inquiry, has emerged

soon after the Second World War and has gained different levels of importance since

then. Neither the emergence nor the evolution of development economics can be

fully comprehended without a full understanding of the interrelation of development

with the world conjuncture.

The birth of development economics was a result of the circumstances in the

world economy. The weakening of colonialism after World War II was followed by

the creation of independent states. These states attracted attention, since they were

lacking of economic policies that needed to be immediately formulated in this

increasingly bipolar world. The economies of these countries had to be engaged in a

project; to reorganize their economies and take part in the world economy, which

was also being reconstructed at the time. Therefore, development was in fact part and

parcel of efforts to rebuild the world order. Originated as a developed country

project, development was soon espoused by the newly independent “developing”

countries.  However  this  did  not  represent  a  simple  adoption  but  also  a  gradual

transformation of the development process.

Change in the development discourse has been continuous, since the political

and economic situation in the world has also been changing. Existing power relations

in  the  world  in  economic  as  well  as  political  spheres  and  the  interests  of  powerful

countries or policies of international and regional institutions have substantially

molded the development ideas.1 Inevitably, the definition and scope of economic

development has also been affected by these changes.

Economic liberalism is a highly controversial issue in development

economics. There is a wide range of opinion about the affects of liberalization on

1 See enses (2004), enses and Öni  (2005) for details.
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development.  Actually  this  discussion  is  as  old  as  development  economics.  The

ongoing debate between the proponents and opponents of economic liberalization

has been a central factor in the evolution of development discourse. On the other

hand, economic liberalism itself has been taking new shapes throughout history. The

rising neo-liberalism and its projection in economics, neo-classical understanding,

have dominated economic and political life in the past few decades. Furthermore,

economic globalization, as the other new form of economic liberalization, together

with its economic arm, neo-classical economics, have emerged as the dominant

forces guiding the course of the world economy.

Against this background, this study aims to examine the relationship between

development and liberalization2 in the context of four countries representing different

stages of development in a comparative framework. These four countries, Argentina,

China, Poland and Turkey, have diverse political and economic backgrounds. There

are several reasons for choosing these four countries. This study proposes to make a

contribution to comparative development literature and in particular to enrich the

comparative economic studies on Turkey which have a weak base. Hence is the

choice of Turkey as one of the countries to study. Argentina is chosen as a country

which serves the purpose of this study when its development route is observed; since

it has experienced both mainstream and deviating development policies. As the third

country, Poland is chosen to observe the effects of two important breaks in its recent

economic history. One is the transition from being a country in the Communist Bloc

to market-based Western-style democracy and the second is its recent membership to

the European Union. To observe the effects of path dependency in development,

Poland provides an appropriate framework. Finally China is chosen as the fourth

country. For a long period China almost turned its back on neo-liberal policies, later

followed a gradual liberalization approach and now its economy is one of the largest

economies in the world. Nonetheless, China has achieved this success without giving

up much from its authoritative political regime and the interventionist character of its

economic policies. China is a suitable choice to discuss the role of democracy, often

presented as a precondition of development. Another important characteristic of

China  is  the  fact  that  although  it  has  been  a  hyper-growth  country,  it  has  not  fully

2 Neo-liberalism and liberalism are used interchangably within this study, when the context enables
this usage.
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embraced neo-liberal policies. It is hoped that the different characteristics of these

four countries will together provide a meaningful comparative framework.

On the other hand, comparison of the socialist experiences of China and

Poland  can  be  suggestive  within  the  framework  of  this  study,  in  the  context  of

whether the gradual or the abrupt liberal transition is more development-friendly.

In the comparative part of this study which constitutes its main contribution,

development is redefined using twenty one indicators: Labor force participation,

female labor force participation, trade union membership, unemployment, poverty,

income  distribution,  GDP  growth  per  capita,   share  of  agriculture,  industry  and

services in GDP, export structure (agricultural raw material exports in total exports),

share of education and health in government expenditure, infant mortality, life

expectancy at birth, primary school enrollment, adult literacy, crime rate, corruption

perception index, share of urban population in total population, political participation

index, population growth, central bank independence, and governance indicators.

Some  of  these  indicators  are  not  strictly  quantifiable.  Moreover,  even  these

twenty-one indicators which inevitably include some qualitative elements are by no

means exhaustive and do not come to grip with development in its full complexity.

Nevertheless, it is hoped that they go a long way in reflecting the changing definition

and scope of development.

The four-country experience will be compared on the basis of these

indicators. The following three points will constitute the main objectives of the

study.

(i) Observing the trends in development indicators before and after the rise

of neo-liberalism.

(ii) Analyzing whether the experiences of the countries are unique or they

display strong similarities with each other.

(iii) Assessing whether countries that follow the dominant development

discourse of the time are more successful than those that diverge from it.

This study may serve to initiate a multi-country comparative analysis of Turkish

economic development. Comparison of the Turkish economy in a multi-indicator

approach as adopted in this study with a larger number of countries may broaden the
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horizon of development researchers and encourage similar studies for other

countries.

The plan of the study is as follows. The second chapter after this introduction

provides an overview of the evolution of development economics. Main development

theories, development schools and economists will be briefly reviewed. The

discussion is firmly established on the idea that development discourse is dependent

on the structural shifts in the world. Dominant development perceptions of each

period are not coincidental; on the contrary there is a strong interrelation between

power structure of the world and development discourse. In an effort to verify these

arguments, this chapter will shed light on development debate in historical

perspective.

The third chapter, against the background of the previous chapter, will

highlight the economic histories of the four countries for the period of 1950 and

2005. In doing this, this chapter aims to answer three key questions:

(i) When and how did the neo-liberal transformation occur?

(ii) Which actors were dominant in the transformation process? What were

the relative roles of the domestic and the external actors?

(iii) Do the country experiences match closely with the main shifts in

development discourse?

 In  the  fourth  chapter,  development  will  be  redefined  on  the  basis  of  twenty

one indicators. Each of these indicators will be discussed together with their

significance and implications for development.

In the fifth and the core chapter, the performance of the four countries on the

basis of these 21 indicators for the period of 1965-2005 will be compared. Despite

the shortcomings of the data preventing the coverage of some indicators for the

whole period, this long period provides an ample opportunity to observe the major

shifts in development discourse and main phases of development policies. These

forty years provide the sufficient time span to analyze inter alia the inward looking

and, third-worldist period of development in 1960s and in the first half of 1970s; the

short period of the oil crisis and the subsequent debt crisis confronting the

developing countries; and the neo-liberal phase under globalization since the early

1980s.
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The data sources used in this chapter are, World Development Indicators

Database (WDI) of the World Bank, PovcalNet (World Bank), Human Development

Reports published by the United Nations Development Programme (UNDP), Key

Indicators of the Labor Market Dataset and other statistics provided by the

International Labor Organization (ILO), PENN World Table Database (PWT),

Turkish Statistical Institute (TURKSTAT), UNESCO, United Nations Surveys of

Crime, Corruption Index created by Transparency International and the political

participation statistics from the International Institute for Democracy and Electoral

Assistance (IDEA). Chapter six concludes.
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CHAPTER 2

THE EVOLUTION OF DEVELOPMENT

2.1 The Origin of Development Economics

Development is actually an old economic concept, which finds its place in the

very early economic writings.3  However as a separate sub-discipline of economics,

development economics emerged after the Second World War. The emergence, the

rise  and  the  weakening  of  development  economics  are  all  related  with  the  political

and  economic  circumstances,  as  well  as  the  possession  and  use  of  political  and

economic power in the world. Therefore being interested in development economics

entails the necessity of a multidimensional understanding.

The emergence of development economics coincides with the nationalist de-

colonialization movements of the time. Countries like India, Pakistan, Indonesia,

Libya, Egypt, Ceylon and many others, which were former colonies of Western

countries, gained their independence under the spurt of this movement. 4 The

emergence of development concept was in one sense a part of the reconstruction and

reshaping of the world economic and political order in the post-war environment.

Borrowing the ideas of Hardt and Negri (2001), it can be emphasized that the

circumstances of the Cold War accelerated the collapse of the old colonial powers

and gave rise to  US leadership in constructing a new world order. In this manner, the

cornerstones  of  the  world  were  re-identified  and  US  announced  itself  as  the

successor of the European countries as the new hegemonic power. It should not be

overlooked that US interests were both economic and political in reestablishing the

world order. As Harvey (2003) has put forward:

3 See Cowen and Shanton (2003) for details.

4 Independence declarations occured during a time span ranging from the second half of 1940s to the
beginning of 1990s.
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But by the same token, it is hard to make sense of the general
territorial  strategy  of  containment  of  Soviet  Power  by  the
United States after the Second World War… without
recognizing the compelling need felt on the part of business
interests in the United States to keep as much of the world as
possible open to capital accumulation through the expansion
of trade, commerce and opportunities for foreign investment
(Harvey, 2003: 30).

The post-war formation of many international organizations contributed to the

spread of development objective in the world. United Nations was founded in 1945.

International Monetary Fund (IMF) and the World Bank, whose foundations were

laid in July 1944 in the United Nations Monetary and Financial Conference held in

Bretton Woods, were formally established in 1945. Consequently the US dollar

became the “world money”; the strength and reliability of this system became

dependent on the military and political power of the US. (Köse and Öncü, 2006: 26).

In a confirming manner, in June 1947 Marshall Plan was launched and the North

Atlantic Treaty Organization (NATO) was established in April 1949. As Rist (1999)

argues with reference to the United States, “it would keep up the European

reconstruction by means of the Marshall Plan; and it would create a joint defense

organization (NATO) to meet the Soviet threat (Rist 1999: 70)”. Hereby major

problems of the North were taken care of. After the reconstruction of Europe, United

States and the developed Western countries turned some of their attention to the

newly independent countries.

As it appeared officially in the famous Four Point Speech of Harry S. Truman

in 1949, underdevelopment showed up on the scene as a concept before

development.5  As he stated in his speech:

Fourth, we must embark on a bold new program for making
the benefits of our scientific advances and industrial progress
available for the improvement and growth of underdeveloped
areas (From the inaugural address of Harry S. Truman).

Underdevelopment was considered as an initial state by the early development

theorists. Underdevelopment and development appeared not to be the opposite of one

5 See Rist (1999) for further details.
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another; one was instead the incomplete form of the other. As clearly shown by

Rostow’s stages of growth for example, underdevelopment was accepted -in an

ahistoric manner- as a natural stage that has to be passed on the way to development.

As the stages, namely the traditional society, the preconditions for take-off, the take

off, the drive to maturity and the age of high mass consumption, are respectively

passed, the country at the lower stage of the linear development process could climb

up to a higher stage (Rostow, 1961: 4-11). As long as underdevelopment was defined

as “a lack rather than the result of historical circumstances”, the underdeveloped had

always the chance to catch up the developed by accelerating growth. (Rist 1999: 79)

Development was also understood as something that had to be brought to the

“backward” states by Western advanced metropolitan powers. These states could not

achieve  this  on  their  own,  they  lacked  knowledge  and  capital.  It  was  claimed  that

bringing development to the backward areas served both sides; both the developing

and the developed benefited from it (the mutual benefits approach). Development

represented a Western-influenced concept, and it was believed that exporting

Western institutions to these countries would finally result in progress.

Engaging the world in this development paradigm can be counted as part of

the process of creating a new world order. The United States clinched its hegemony

by canalizing the polarized world of the Cold War into this neutral-seeming

development project. As it is mentioned in Hardt and Negri (2001), US’s privileged

position in establishing a new global imperial authority can be derived from its

position  as  the  central  figure  in  the  fight  with  the  USSR  and  its  leader  role  in  this

new world order.

Leaving these conceptual considerations aside, the components of

development in its early period had an equivalent importance in development history.

The earlier development theories had a few common points to focus on. First of all,

growth was seen as the most effective tool for development in the post-war period.

Per capita income growth was believed to create positive externalities to the other

problems of the economy, such as eliminating poverty and income inequalities. The

international institutions were also vehement supporters of per capita income growth.

Growth should have priority; other problems like income distribution or poverty

alleviation could later be solved. It was even believed that there was a trade-off

among the objective of growth and improving income distribution. Trying to pursue
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the second objective, would inevitably result in poor growth performances (Ranis,

2004: 5).

Second, political independence and development were the two main tasks for

the Third World and each was a convenient tool for the other.  As clearly explained

by enses (2003), trade pessimism was an inheritance from the colonial period, since

free trade was considered identical with exploitation by the newly independent

countries. Therefore these countries did not have much trouble in following more

inward-looking policies and espousing industrialization as the main road to

development. Import substitution was a highly preferred policy in order to avoid the

destructive effects of trade and also represented one of the main motivations for

industrialization. As Rapley (1996) has argued, Third World countries believed, not

being dependent on the imports of their “old masters”, implied to be freed from the

“ties that had bound Third World economies so long.” (Rapley, 1996: 12)

The focus on growth and industrialization could also be seen in the writings

of the development theorists of the period. Rosenstein-Rodan (1943), in his famous

article, emphasized that the spread of industrialization is important to create

employment for the excess population in agriculture. According to Nurkse (1953),

the vicious circle of poverty could be broken by balanced growth. He argued that

“synchronized  application  of  capital  to  a  wide  range  of  different  industries…  is  an

escape from the deadlock; here the result is an over-all enlargement of the market”

(Nurkse, 1953: 11). Lewis (1954) also stated that as long as capitalist surplus is

reinvested   in   creating  new   capital,   “the  capitalist   sector  expands,   taking  more

people  into capitalist  employment  out of  the subsistence sector.” (Lewis, 1954:

152) This process of capital formation continues until the labor surplus in agriculture

disappears. Thus a developing country can expand its industrial sector for years

without an inflationary rise in wages as it absorbs that surplus agricultural labor.

Third, Keynesian economic thought has a significant influence over the statist

policies of the period. The popularity of Keynesianism merging with the success of

Soviet central planning attracted the attention of many academics to statism and

planning in development. State was considered as a life buoy for the underdeveloped

countries which lacked of entrepreneurship and burdened with immature capitalism.

What is more, there were already imperfections in the market and in the global

capitalism. Therefore state was supported to take over the role of investor to
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accelerate capital formation. Hirschman (1958) emphasized the need for unbalanced

growth, and supported the view that strategic sectors of the economy should be

subsidized by the government. Adelman and Morris (1997) argued that state held the

key to bringing these countries off the vicious circle and emphasizes “the need for

government action to propel the economy from the uncoordinated, low-income no-

long-run-growth static equilibrium to the coordinated, high income, dynamic

equilibrium, golden-growth path.” (Adelman and Morris, 1997: 832)

As mentioned before there was trade pessimism among the early theorists

“for  the  colonial  system  of  the  time  very  largely  rested  upon  commercial  interests,

symbolized by the ‘colonial pact’ that assured the metropolis exclusive trading”

(Rist, 1999: 49). International trade could not gain many supporters, in that case. As

a result, State was believed to be efficient in cutting the pre-independence colonial

ties which were identified with the market mechanism. State would create the

preconditions of development by creating infrastructure, promoting protection and

import-substitution, subsidizing infant industries and promoting industry. As a result,

development theorists created models that assigned important roles to the state.

Fourth, the success of the Marshall Plan in reconstructing Europe created

sympathy for foreign aid. The developing countries had saving rates below the rates

required for increased capital accumulation. Foreign aid took over the role to meet

the gap between the required level of investment and domestic savings. 6

Coming to the 1960s there were important changes in the development

discourse of the 1950s as described above. On the theoretical front economic dualism

gained importance. The interdependence between agriculture and industry was

recognized and this was “a large step forward from the naïve industrialization-first

prescription” (Thorbecke, 2006: 6). On the political context, developing countries

started acting as a body and acquired political consciousness. Many theories were

developed by the economists of these countries, which had a profound influence on

the development discourse of the new decade.

6 See Bhagwati (1984) for details.
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2.2 Structuralism, Dependency School and Third Worldism

Beginning in 1950s, the developing (or the Third World) countries began to

act as an organized power. In 1948, United Nations’ Economic Commission for

Latin America (ECLA) was founded in Chile. In 1950 Raul Prebisch, an important

contributor to the structuralist theory7 who propounded the famous Prebisch-Singer

Thesis8 with Hans Singer, started to direct the Commission.

ECLA represents the origins of the dependency school of development.

Dependency theory argues that the world is transformed into a “center-periphery”

relationship among countries. The Third World represents the periphery countries

that specialize in exporting raw materials to the center (First World) countries and

therefore get stuck in a peripheral and dependent role. Aside from ECLA and

dependistas, in April 1955, there was an important conference held by the many

Asian and African Third World countries, the Bandung Conference, which also

represented an important turning point in the development of the Non-Aligned

Movement. According to Rist (1999) “… Bandung marked the beginning of

collective demands by the Third World in the fields of politics (decolonization) and

‘development’; most of its demands were repeatedly taken up in UN resolutions, and

gradually won acceptance” (Rist, 1999: 82).

Structuralism and later dependency school played an important role in giving

voice to the dissatisfactions with the existing development perception and in

attracting attention to this discontent. As pointed out before, underdevelopment used

to be thought as a natural state, in an ahistorical character. Dependency school had

wiped this out and declared underdevelopment as a consequence of center-periphery

relations and colonialism. Development and underdevelopment were seen as two

sides of a zero-sum game; development of the capitalist states is at the expense of the

underdevelopment of the Third World.

7 Structuralist theory calls attention to the distinct structural features of the Third World countries.
Developing countries are not simply initial forms of developed countries; on the contrary they have
their own specific features.

8 Also known as “terms of trade pessimism”. Prebisch (1959) and Singer (1964) argued that the Third
World faces terms of trade deterioration which would reduce their income “unless imports from
industrialized countries were substituted by domestic production.” (Giersch and Hiemenz, 1984: 42)
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A. G. Frank (1966) challenged the gradual development approach and argued

that the “developed countries of today” were never underdeveloped. The

underdevelopment of the poor countries is not the result of these countries’ own

political, economic, social features, but the result of the “relations between the

satellite underdeveloped and the now developed metropolitan countries (Frank, 1966:

100)”. Frank (1966) further pointed out that “underdevelopment was and still is

generated by the very same historical process which also generated economic

development: the development of capitalism itself” (Frank, 1966: 103).

With the effects of dependency school and the failure of growth in solving the

problems developing countries faced, there needed to be a revision in the

development thought. Measuring development as growth fell short of showing how

benefits of growth were distributed and used; or what were the costs of growth. 9

The changing development climate could also be observed from the changes

in the international institutions, particularly in the scope of the United Nations. The

newly independent states that joined the UN influenced the policies of this

institution. New debates were promoted by these countries. In the meetings

sponsored by the UN, by the end of 1960s, a wider development comprehension was

being firmly established. UN declared the 1960s decade as “United Nations

Development Decade”. In 1963 United Nations Research Institute for Development

(UNRISD), in 1964 United Nations Conference on Trade and Development

(UNCTAD) and in 1965 United Nations Development Program (UNDP) were

established.

Not only an economic but also a social and administrative concept of

development started to gain importance. By the early 1970s employment, nutrition,

education,  health,  social  change,  land  reform,  rural  development,  reduction  of

inequalities in income distribution and an increase in popular participation were all

started to have an integral part on the development agenda.

In 1970s, the pro-third worldist wave was still in the air. UN declared 1970s

as the “Second United Nations Development Decade”. In April, 1974 a special

session of the UN General Assembly issued a declaration on the Establishment of a

New International Economic Order (NIEO). “Basic needs” approach, which focuses

on the fulfillment of the basic human needs such as food, water, healthcare, housing

9 See Leftwich (2000) for details.
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and education to alleviate poverty, was the product of such changing development

ideas. 1970s witnessed an important turnaround in development discourse. However

after the second half of the decade, neo-classical resurgence started to become

evident. Nevertheless, as Leftwich argues, “… though the efforts of the 1960s and

1970s to redefine and redirect development had largely failed, they had nonetheless

placed questions of social development firmly on the development agenda”

(Leftwich, 2000: 44)

2.3 The Neo-Classical Resurgence

The revival of neoclassical economics coincided with the rise of neo-liberal

policies in the world, and was actually the projection of neo-liberalism in

economics. Although, neo-classical economics established itself as the dominant

paradigm at the beginning of 1980s, much of the neo-classical challenge of earlier

development thinking can be traced back to the previous decades. Schultz’s

objection  to  Lewisian  way  of  industrialization  at  the  expense  of  agriculture  (or

industrialization “simply neglecting agriculture”) and his focus on the investment in

“human capital as a major source of economic growth from agriculture” de-

emphasizing the physical capital accumulation, for example, represented an early

attempt in the neo-classical direction (Schultz, 1964: 19,176). There were other

serious criticisms directed at the development theories of the previous periods.

Starting from the early 1960s, import substitution industrialization (ISI) policies

came under serious attack. These criticisms gained momentum following the

successful performances of East Asian countries like South Korea, Singapore, Hong

Kong and Taiwan under export-oriented foreign trade policies.

By the 1980s the criticism of ISI had reached to such heights that it had few

supporters in sight. Krueger (1985), by referring to the countries which adopted

export-led growth strategies, supported the view that “outward-oriented policies had

a  dynamic  effect  on  the  domestic  economy  and  helped  accelerate  growth  rates”

(Krueger, 1985:20). She also asserted that, import substitution in many developing

countries were less successful than export-led policies in creating industrialization,
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even though its major aim was to achieve industrial growth. She argued further that

ISI policies increased the dependence on imports, instead of reducing the dependence

on the international economy, since “import substitution activities are import-

intensive and require both intermediate and capital goods from abroad to sustain

production and growth. Thus, the economy becomes vulnerable to declines in

availability of foreign exchange.” (Krueger, 1985: 21). Export-led growth policies, in

contrast, reduce such dependence by increasing foreign exchange earnings and thus

the flexibility of the economy.

Another major source of criticism about development economics was related

to government intervention in economic policy-making. According to Lal (1985), if

the source of many development policies is the imperfection in markets, government

and bureaucracy have failures as well. On the other hand, Lal (1985) leveled a severe

criticism of central planning, putting forward the impossibility of “foretelling the

future”. As it is mentioned by Lal, “there is no reason to believe that planners,

lacking perfect foresight, will be more successful at foretelling the future than

individual investors. (Lal, 1985: 11)”

Lal (1985) further disagreed with the view that growth creates poverty.

According to him, growth may increase inequality; however its effects on increasing

poverty are not evident. In brief, Lal (1985) favoring the pro-market policies,

claimed that “most of the more serious distortions are due … to irrational

government interventions of which foreign trade controls, industrial licensing,

various forms of price controls, and means of inflationary financing of fiscal deficits

are the most important” and added that “it is these lessons from accumulated

experience over the last three decades that have undermined development

economics…” (Lal, 1985: 13)

In addition to these criticisms inspired by neo-classical economics, there were

displeasures within the discipline of development economics itself. Apart from the

very low growth rates in some developing countries, the development policies by

then were not satisfactory in solving inequality, employment and poverty problems

(Bruton, 1984: 74). As enses (1984) emphasized, this underperformance of

development economics “led to a growing realization that mass support could not be

rallied behind the past record of development” ( enses, 1984: 126).



15

Meanwhile the developing world was going through a hard time. By the

1980s, the tendency of collective action among the developing countries showed

strong  signs  of  dissolving.  Variety  of  experience  among  these  countries  became

increasingly apparent. Although there seemed to be only one development

economics, a significant differentiation occurred among the developing countries and

some clusters became clear; such as oil-exporters, oil-importers, newly-industrialized

countries of East Asia, deprived Sub-Saharan countries and many more. The oil

shock and the following international debt crisis had a severe impact on developing

countries. These unfavorable circumstances further undermined the trust to

development.

With the debt crisis and other external shocks, the developing countries all

turned their faces towards short-term problems, which were largely ignored by

development economists.  These countries had to construct closer ties with the IFIs,

which took the form of conditionality relationships. On the other hand, Keynesian

regulation models started to be questioned; deregulation had already emerged as one

of the main tenets of the neo-classical approach. The Keynesian welfare state in the

central;  and  the  developmentalist  state  in  the  peripheral  countries  came  to  an  end.

Under Margaret Thatcher in England and Ronald Reagan in the US, a sharp

maneuver was made towards a type of state which supported the supply side

conditions of capital accumulation and turned its activity away from the welfare

state. Under these circumstances, development economics has found it increasingly

difficult to cope with the rising neo-classical economics.

Neo-classical approach materialized in the Washington Consensus. Saad-Filho

(2005) defined this consensus as “… the convergence of three institutions based in

Washington,  D.C.,  the  World  Bank,  the  IMF  and  the  US  Treasury  department,

around neo-classical economic theory and neo-liberal policy prescriptions for poor

countries (Saad-Filho, 2005: 113). Deregulation, fiscal discipline, reduced public

expenditure; trade and financial liberalization were among the demands by these

institutions from the developing world. In particular, the governments which signed

“stand-by” agreements with the IMF had to fulfill these obligations, in the

framework of structural adjustment and stability lending. Leftwich (2000) has

summarized the counter revolution of the neo-liberal approach in 1980s very well:
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Fuelled by ‘neo-classical’ or neo-liberal economic theory,
major western governments turned away from statist and
redistributive concerns (both domestically and in their
development thinking), as did governments in the developing
world, (notably in Latin America) in favor of ideas and
policies that emphasized the role of free markets, a reduced
role for the state in development and the promotion of liberal
trade and foreign investment policies (Leftwich, 2000: 49).

However,  these  IFI  dependent  policies  were  a  major  factor  behind  the

emergence of a number of financial crises in the developing world. The countries

which followed these policies without any deviation such as Argentina and Turkey

were hit most severely by these crises. The identical policy recommendations, which

relied on liberalization and deregulation, did not work in developing countries. The

policy making ability of the state in these countries declined; they lacked power to

take the necessary economic measures to prevent crises. Therefore these policies

started being heavily criticized not only by developing countries but also within these

IFIs.10 A self-criticism movement began in these institutions, which ended up with a

new agenda named the Post Washington Consensus.

One of the key elements of the new Consensus is the important role given to

the state. Washington Consensus had based its deregulation policies on the state

failure thesis. However in the Post Washington Consensus the pendulum swung

towards the state. State was acknowledged as an institution responsible for the

regulation of the financial system, providing infrastructure, carrying out social

policies such as those aimed at poverty alleviation. However, as the state has already

been  deprived  of  many  developmental  tools;  these  tasks  are  only  rhetorically

promising.

Even so, the 1990s and 2000s were not totally lost decades for development.

Development is now understood in a broader sense than before. 1960s and 1970s

dissident development schools have made an important contribution in carrying

development discourse to a more social realm. UNDP Human Development Reports

are published since 1990. In mid 1980s, Amartya Sen’s “capabilities” approach

gained popularity, which is believed to have inspired the Human Development

10 “Globalization and its Discontents” by J. Stiglitz (2002) is the most popular example of these
criticisms.
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Index. 11  The development indexes and indicators are more comprehensive than

before.  The  multidimensional  face  of  development  is  already  discovered  by  the

economists.  There  are  attempts  like  the  UN Millennium Development  Goals  which

pay attention to the multidisciplinary character of development. 12  Political

development is supported in the form of democratization and good governance.

Nevertheless, these efforts which may be considered as steps in the right

direction are by no means sufficient..; a broader approach should be developed and

firmly implemented. Appreciating the multidimensional development approach in

this way has not necessarily meant that the neo-classical view in development has

lost  ground.   For  instance,  one  of  the  most  popular  debates  about  development

apprehension during the past several decades has been “sustainable development”.

However, this environmental expansion in the definition of development has been

criticized on many fronts, because of its neo-classical characteristic. As Lewellen

(1995) has argued, “the market makes it possible to take resources … from one

region, to consume them in another region, and to dispose of the waste in yet another

(either for payment or by dumping it in the biosphere)” (Lewellen, 1995: 186).

Sustainable development is not in contradiction with the market mechanism and

growth. Referring to the concept of “kicking away the ladder” in Chang (2003),

sustainable  development  is  believed  by  some  academics  to  be  a  tool  to  narrow  the

scope of policies that can be implemented by the developing countries. This issue is

discussed by the developing countries on the basis of whether it represents a sincere

effort  to  ameliorate  the  world’s  problems  as  a  whole  or  developed  countries  are  in

pursuit of some benefit at the expense of the developing countries.

In today’s world, there is another important context within which the

development debate must certainly be considered. Development with globalization is

a hotly debated issue. The globalization process gathered speed in the beginning of

1980s in tandem with the spread of neo-liberal policies. Globalization brought about

the rise in international trade, foreign capital and financial flows; supported the

11 Sen interprets poverty as lack of capabilities. In this approach capability and functioning are  two
main concepts. Functioning reflects what a person values to be or to do, like having enough nutrition,
being healthy, or particpation in  social life. Capability represents different combinations of
functionings, which is a choice and a  kind of freedom.

12 “The Millennium Development Goals are eight goals anticipated to be achieved by 2015, which
were adopted by 189 nations during the UN Milennium Summit in September 2000 and respond to the
world's main development issues.
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multinational  corporations  and  obligated  affiliations  to  the  IFIs.   Although

globalization is on the scene with a development-promising role, whether this

promise is kept or not is highly debatable. It is now agreed by many economists that

development is a multidimensional concept that comprises of self-sustained growth,

technological and institutional change, improvements in human development,

poverty alleviation, and income distribution. However relationships with the IMF,

the  World  Bank  and  WTO,  namely  the  IFIs,  erect  many  obstacles  blocking  the

realization of multidimensional development. The Agreements on Trade-related

Investment Measures (TRIMs), the Agreement on Trade-related Aspects of

Intellectual Property Rights (TRIMs) and the General Agreement on Trade in

Services (GATs) have all shrunk the national development policy implementation

capabilities of the state in developing countries. According to the TRIMs, foreign

companies and transnational cooperations (TNCs) should be given national

treatment; therefore any policy to favor domestic firms becomes nearly impossible. 13

Strengthened  intellectual  property  rights  in  the  framework  of  TRIPs  raised  costs  of

technology transfers from developed to developing countries. Wade (2003) argues

that these agreements are “… vague at points where vagueness benefits the

developed countries and precise at points where precision works against developing

countries.” (Wade, 2003: 630), which represents another type of double standard.

Developed countries have also been protectionist with regards the free movement of

labor, especially with respect to unskilled labor. Western European countries have

restricted labor migration for decades, though they appear to be the most vehement

supporters of globalization.

It should be recognized that development discourse has close connections

with  the  political  circumstances  of  the  world.  Development  and  politics  are  hardly

separable and development theories have been by and large shaped by the political

environment. The economic and political circumstances in the world, the objectives

and definitions of development, the policies and strategies are all interrelated. 14 The

existing power relations in the world economy and politics; as well as the interests of

13 See Jomo (2003) for details.

14 See Thorbecke (2006) for details.
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powerful countries, have significantly shaped the development ideas.15 For instance,

there were convincing reasons for the US, which became the major economic and

political actor in the world with the rise of neo-liberalism, to be the promoter of the

neoclassical approach. In the golden age of capitalism, namely after the Second

World War till 1970s, accumulation of capital in the US increased in an accelerated

and smooth manner. However the alarm bells started ringing for the US economy in

the early 1970s. Moreover the US economy was under serious pressure of balance of

payment  deficits,  which  paved  the  way for  the  crash  of  the  Bretton  Woods  system;

the US ended its backing of the dollar with gold in August 1971 (Campbell 2005:

191). The reconstruction efforts ended up with the adoption of floating exchange

rates  and  removal  of  all  capital  controls,  which  were  necessary  policies  for  the

recovery of the US economy. Soon, these policies were exported, even forced upon

the developing countries by the central states under the leadership of the US- which

formed the new neo-classical economic order. Harvey (2003) provides a convincing

summary of these developments:

The global economy of capitalism underwent a radical
reconfiguration… Financial flows became the primary means
of articulating the capitalistic logic of power. But once the
Pandora’s  Box  of  finance  capital  had  been  opened,  the
pressure for adaptive transformations in state apparatuses also
increased. Step by step many states, led by the United States
and Britain, moved to adapt neo-liberal policies. Other states
either sought to emulate the leading capitalist powers or were
forced to go through structural adjustment policies imposed
by the IMF (Harvey, 2003: 184).

As  a  further  example,  East  Asian  success  which  was  briefly  referred  before

was enthusiastically praised and promoted by the US and IFIs in 1980s and in the

early 1990s 16 , in the context that this success was a consequence of devoted

implementation of the market-based, outward oriented export led model. However,

after the Asian financial crisis in 1997, these countries were seriously blamed for the

interventionist policies they followed. Singer (1984) had already provided an

insightful interpretation of the main issues involved by taking Korea as an example:

15 See enses (2004), enses and Öni  (2005) for details.
16 The Worldbank Policy Research Report in 1993, “The East Asian Miracle: Economic Growth and
Public Policy” is counted as a manifest of the admiration to East Asian policies.
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Export orientation is often unthinkingly identified with
liberal trade policies, absence of exchange control, price
systems determined by free markets, a “soft” non-distorting
state etc. Because of such intuitive association, it is widely
assumed that the Republic of Korea would also display these
presumed characteristics of an export-oriented economy. But
actual research shows such views to be a complete myth.
Korea is a country where a strong state overrides market
forces without hesitation with an effectively and tightly
planned economy, with strict import and foreign exchange
controls, an essentially nationalized banking system, and a
private sector organized in government-sponsored trade
associations for easier control. It is as far removed from “free
market policies” as it is possible to be (Singer, 1984: 173).

The above discussion clearly indicates that, in order to justify the policies they

recommend to the rest of the world, the mainstream policy makers do not hesitate to

act in a self-contradictory manner.

Relying on the concrete illustrations above, developed countries, in particular

the US, as the distributor and the watchmen of the dominant economic policies, had

always the largest effect in shaping the world economy. Therefore perceiving

development independent from the world conjuncture, the international power

structure and international interests is likely to entail severe misinterpretation.
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CHAPTER 3

ECONOMIC HISTORIES OF THE FOUR COUNTRIES-
AN OVERVIEW

3.1 Argentina

3.1.1 Nationalist and Populist Argentina (1947-1955)

Argentina,  as  one  of  the  largest  traders  in  the  world  in  the  beginning  of  the

20th century, one of the top ten countries in exports and imports (Pang, 2002: 29),

owed this success to agricultural trade; since the agricultural exporters held the

political power and favored anti-protectionist and antinationalist policies.

Nevertheless, the aim of internationalization began to leave its place to

disengagement from international economic community, as international economy

and particularly trade became unstable in the pre and post World War I war periods

(Lewis, C. M., 2002: 81).

The First World War and the Great Depression changed the international

climate; and the Second World War increased the nationalist sentiments. Pro-

autonomy responses in politics and economy were rising. These motivated the

nationalist thought that would dominate Argentine policies for a few decades

following the Second World War. As stated by Lewis, C. (2002),

With the collapse of the liberal multilateral world commercial
and financial system, state intervention in foreign economic
relations became more widespread, shifting from the
imposition of exchange control and negotiation of a series of
bilateral treaties in the 1930s to the nationalization of
overseas trade, expropriation of foreign-owned enterprises
and  control  of  foreign  financial  flows  in  the  1940s.   (Lewis,
C. M., 2002: 54)
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A five-year plan (1947-1952) was implemented 17 , which promoted

industrialization, by giving priorities to some sectors, mainly the ones with military

importance. The state had control over the flow of credits to the new industrial

enterprises. Import-substitution industrialization (ISI) was embraced by the economic

Peronist program and the ISI efforts that had started in the 1940s were intensified.

Industrialization efforts sponsored by the state were obviously at the expense of the

agrarian sector. With its policies, the state endeavored “… to turn the domestic terms

of trade between agricultural and manufactured goods in favor of the urban industrial

and working classes.” (Baer et al., 2002: 64).

Nationalizations constituted an important part of the plan. In 1946, the

Central  Bank  was  nationalized.  Railroads  were  bought  from  Britain  and  France.

Many public utilities, universities, petroleum and natural gas sectors were also

nationalized.  Employment in state owned enterprises (SOEs) increased (Lewis, P.

H., 1990: 160-161).

The initial favorable economic situation after the implementation of the five-

year  plan  later  left  its  place  to  harsher  conditions.  ISI  policy  could  be  achieved

mostly in consumer goods industry while heavy industry was neglected. There was a

serious foreign exchange shortage, which endangered imports and slowed down

industrialization. Exports declined and investment lost momentum. All these

adversities forced Peron reverse his nationalist polices towards the end of his

administration (Lewis, P. H., 1990: 177-210).

3.1.2 Alternating Regimes, Ascending Inter-Regional Relations and Third

Worldsim (1955-1983)

Between 1955 and 1983, civilian and military governments followed one

another. In 1956, Argentina joined the IMF and the World Bank and the first stand-

by agreement was signed with the Fund at the same year. Latin American Free Trade

Association (LAFTA) was created in 1960, in which Argentina participated as a

17 This plan was put into force in the Juan Domingo Peron era.
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founding member. It is obvious that intra-regional economic relations were

considered to be important.

In 1964, Argentina took part in the Cairo conference of the Non-Aligned

Movement as an observer and in 1973, became a full member. As the pendulum

swung between military and civilian governments; it also swung between western

affinity and antagonism. In such an environment Argentina placed itself somewhere

between economic internationalism and non-alignment.

Proceso 18  rule represents the first attempt to open up the economy

(O’Connell,  2002:  2).  When  the  junta  came  to  power  in  1976,  the  world  economy

was beginning to recover after the oil crisis. Developing countries, impacted by

external shocks and suffering from external debt-related problems could not resist

applying liberal policies in an environment in which developmentalist and Keynesian

policies were losing power and neo-classical resurgence was becoming evident.

Therefore, the junta preferred to mold its economic policy by making its side clear.

There were three main objectives ahead: First, the role of the state in the economy

had to be redefined. Second, the economy had to be liberalized and deregulated and

finally monetary and fiscal stability should be reestablished. To put these goals into

practice, price controls were removed, 40 percent of the export tax was revoked and

restrictions on foreign investment were eliminated (Pang, 2002: 39).

The results of these policies were initially highly favorable. However the

regime’s economic performance later proved to be weak as indicated by high

inflation, increasing public deficits and foreign debt. As a matter of fact, Argentina’s

long-lasting foreign debt problem was rooted in this era.

3.1.3 Return to Long-Lasting Democracy and Heterodox Policies of 1983-

1989

When Raul Ricardo Alfonsin, as the first democratically elected president

after the proceso term, came to power, both the internal and external economic

circumstances were very unfavorable. The debt crises of the Third World countries

18  Proceso de Reorganizacion Nacional (1976-1983), known as the most bloody military
administration of Argentine history is also the last military period in Argentine.
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had newly emerged and Argentina was also forced to declare insolvency.

Furthermore, high inflation was another main task to be tackled.

In the first years, Argentina challenged the international creditors and IMF in

the form of,

[...] (1)suspending all payments on the principal of the debt
and (2) systematically delaying interest payments - thus
forcing the IMF, creditor banks, and foreign governments to
come to the rescue with a combination of bridge loans and
rescheduling. (Smith, 1990: 7).

However it could not last long. Argentina could not resist the pressures towards

agreement with the IMF for long, and starting in 1984, relations with the IMF were

preserved and they could not be abolished. In June 1985, the Austral Plan was

commenced by the minister of the economy, Juan Sorrouille, which imposed rigid

wage  and  price  controls,  budgetary  restrictions,  increasing  state  control  and  a  new

currency. The plan was initially successful in reducing inflation and the budget

deficit (Smith, 1990:11-12). In 1986, the plan was modified and the controls were

loosened for a temporary period and then tightened again. Later these policies were

tried to be underpinned with other small plans. However all these heterodox attempts

did not prove to be successful, despite the promising portrait of the earlier periods.

The foreign debt became intolerable and fiscal discipline collapsed. Growth began to

show negative rates, inflation boomed. Income distribution worsened; in particular

the share of wages and salaries in GDP fell (Smith, 1990: 30). The policy makers lost

their credibility and were confronted with considerable opposition.

The failure of heterodox economic policy experiences in this period became a

significant factor in the emergence of Carlos Saul Menem and his neo-liberal policies

in Argentina in the following period.

3.1.4 Neo-Liberal Transformation (1989- )

Menem’s  presidency  represented  the  major  transformation  of  the  Argentine

economy.  This  was  also  the  time,  when  “…  market  was  emerging  as  the  driving

force everywhere, while the state was retreating” (Pang, 2002: 95). In such an

environment Menem was dedicated to reintroduce Argentina to the global economy

in a market-centric and not in a state-oriented fashion.
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Three major tasks in front of Menem, namely mass privatization,

deregulation, and opening domestic market to imports, were in line with the

fundamental prescriptions of the Washington Consensus. In 1989, two important

laws were introduced: Economic Emergency Law and state Reform Law. The former

facilitated the elimination of subsidies and the dismissal of redundant labor in SOEs;

the later made it possible to privatize SOEs. As Pang (2002) emphasized, Menem’s

economic policy consisted of “…economic stability by controlling inflation,

improving national finances, abolishing all price controls, freeing exchange control,

and refinancing domestic debts” (Pang, 2002:100).

Right after his appointment as the minister of economy, Domingo Felipe

Cavallo launched the 1991 Autumn Plan or commonly known as the Cavallo Plan.

The “Convertibility Law (or Convertibility Plan)” accepted in 1991, as the crucial

and most famous part  of the Cavallo plan,  was actually an attempt to achieve price

stability. The Law referred to a currency board system, which pegged peso to the US

dollar on a one-to-one basis and forbade the Treasury from printing money without

backing  it  up  with  foreign  reserves,  gold  and  the  US  dollar.  This  was  an  effective

way to control the high inflation rate. On the other hand, this plan also prohibited the

government from financing its deficits through the Central Bank.

Deregulation measures were implemented and as part of efforts to open the

economy to international capital. Foreign investment laws were updated. Lowering

tariff rates was another component of the new policy package.

 Privatization was the most debated policy of the Menem presidency. The

intensity and the speed of privatization in Argentina are well portrayed by Pang

(2002):

By the end of December 1993, the government sold off 64
SOEs,  including  YPF,  ENTEL,  Carolinas,  the  Buenos  Aires
Electric Power Co. (SEGBA), Gas del Estado, and other
nonessential assets. The government also divested 790 real
estate holdings and sold concessions on waterworks,
railroads, toll roads, the Buenos Aires subway, and television
and radio stations. YPF alone attracted $1.3 billion of debt
papers. Argentina was able to reduce its external debt by
$13.4 billion through privatization until December 1993
(Pang, 2002: 114).19

19 YPF, Yacimentos Petroliferos Fiscales was a state-owned oil company founded in 1922; Empresa
Nacional de Telecommunications (ENTEL) was a state-owned phone company established in 1948.
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Initially the plan gained an unimaginable success. Inflation which was around

1200 percent in March 1990 fell to almost 20 percent by the end of the year and the

economy grew by 4 percent in 1991 and by over 5 percent in 1992 (Pang, 2002:

101,110). The increase in international trade (mainly imports), large inflows of

capital as a result of high interest rates and insistent privatization program were cited

among other achievements of the plan. However, even though the plan had

accomplishments and created a virtuous cycle in the first years of its implementation;

this turned into a vicious cycle in the second term of Menem and paved the way to

crisis.

Rising unemployment reached its highest level, almost 18 percent in 1995-

1996 and remained at around 15 percent 20  until 2000. The dismissals of labor

particularly from the privatized SOEs, and the pressure on the firms to adopt labor

saving technology to compete with foreign firms in an open economy setting were

largely responsible for rising unemployment. Furthermore, worsening income

distribution was another sphere that the plan overlooked (Baer et al., 2002: 68, 69). A

major social cost of the liberal transformation was the growing gap between the rich

and  the  poor.  Privatization  had  also  destructive  aspects  in  this  context.  Insufficient

planning for privatization drove some provinces into deeper recessions (MacLachlan,

2006: 167). In addition, foreign debt problem grew bigger with the worsening

conditions of the economy.

Beyond the inadequate features of the plan, external conditions and shocks

affected  the  Argentine  economy,  as  well.  First  of  all,  the  1994  economic  crisis  in

Mexico and its “Tequila Effect“ afterwards was “… characterized by a liquidity

crisis that involved the banking sector and through a credit crunch it severely

affected the real economy, as interest rates increased dramatically.” (Baer et al.,

2002:74)

The  devaluation  of  the  Brazilian  real  also  had  a  drastic  effect  on  the

Argentine  economy.  Exports  of  Argentina  to  Brazil  suffered  from  this  situation.

Since Brazil was the major trade partner of Argentina which imported a great share

of Argentine products, this impacted the Argentina economy seriously. Furthermore,

the US dollar appreciated relative to the Euro, and since the peso was pegged to the

20 Figures are from World Development Indicators of the World Bank.
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dollar, exports could not compete in the European market either. As a result, the

decline in Argentina’s international competitiveness was unavoidable.

After all these unfavorable circumstances, the economy shrank and entered a

period of stagflation. During the recession, IMF kept on funding the Argentine

economy on condition that the budget deficit would be reduced by the government.

When the government attached greater importance to eliminate budget deficit than

paying wages and pension fund, social unrest and protests began, which also

triggered the crisis (Öni , 2004:380). In 2001 “a run on banks” occurred as people

started withdrawing their deposits from the banks.  Argentine economy was dragged

down by the crisis.

In 2002, default of the debt payment was declared and finally the

convertibility plan was abandoned, which ended up with the depreciation of the peso.

Furthermore Argentina also refused to pay its debt to the IMF in 2003. Argentina

held the IMF responsible for the crisis, and since 2001 Argentina-IMF relations have

been gradually weakening.

The recovery that followed can be attributed to the domestic demand and the

weak peso, which caused exports to rise and resulted in a trade surplus. Idle factories

started production again, GDP increased and inflation was kept low. Fiscal

Responsibility Law (2004) was passed, which restricted the capacity of provinces to

contract debt. Besides, as the peso depreciated tourism sector expanded and

contributed to the recovery of the economy.

Notwithstanding these positive developments, foreign debt remained as the

most crucial issue. An actual default could damage the lenders as much as Argentina.

Furthermore, the weakness of the peso made it more difficult to pay. Eventually,

more than three years after the declaration of default, in 2005, the debt was

restructured and rescheduled. A super-majority of the creditors accepted a debt swap,

which in a sense changed the dollar liabilities into peso liabilities. 21

Despite the ostensibly successful recovery of the economy, the overall

situation  was  not  pleasing.  Real  wages  fell,  the  number  of  people  living  below  the

poverty line increased. Informal economic activity “including the estimated 8.000

rag pickers that recycle items from garbage” increased (MacLachlan, 2006:180).

Consequently the distributional issues remained unsolved.

21 See Dhillon et al. (2006) for further details.



28

3.1.4 An Overall Assessment

Starting in the late 1970s under the Proceso regime, Argentina gradually

liberalized its economy. After the heterodox experiment in the Alfonsin period, full

commitment to neo-liberal policies took place during the Menem presidency.

As it is mentioned briefly in Table 1, on the domestic front, military was the

most effective force to initiate the transformation in Argentina. Under military rule,

policies could be implemented in a short period of time without much opposition.

Military  intervention  canalized  the  shift  towards  liberalization  with  “…  kinds  of

radical  measures  that  would  have  taken  democracy  decades  to  introduce,  if  at  all.”

(Pang, 2002: 39). Lewis, C. (2002) puts forward the major polices of the military

regime briefly:

The international position of regimes of the proceso was
based upon an uneasy combination of neo-liberalism and
nationalism reflected in an abrupt opening of the economy
(global reinsertion based on the production and export of
traditional commodities), the cultivation of close relations
with the USA, though not necessarily an explicit alignment
with Washington, and the projection of a higher profile in the
region – to ‘recapture the historic density of Argentina in
Latin America. The abandonment of ‘economic isolationism’,
signaled by export promotion and massive foreign borrowing,
depended  on,  and  was  an  attempt  to  cultivate,  the  good will
of Washington (Lewis, C., 2002: 68).

On the other hand, Menem and Cavallo were important figures in the later

period of neo-liberal transformation. Notably, Cavallo acted as an important “policy

entrepreneur” who linked the transnational and domestic policy coalitions and played

a key role in the neo-liberal transformation of the economy (Öni  and enses, 2007:

8).

Argentina implemented the Convertibility Plan in close cooperation with the

IMF. Immediately after the establishment of the plan, IMF started funding Argentine

economy through stand-by agreements and extended fund facilities. Furthermore the

rapid recovery of the economy after the Tequila effect was praised by the Fund.

Argentina was accepted as one of the most successful developing countries, whose
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policies were “…widely praised in the official international community” (Mussa,

2002: 19).

As  shown in  Table  1,  IMF was  the  key  external  actor  that  played  the  major

role in policy shift in Argentina. During its neo-liberal transformation phase

Argentina strictly implemented IMF policies. Of course, the exceptional 1983-1989

period should not be ignored, since looser and unwilling relations were set between

Argentina and the Fund in that period.

This represents not only the external impact but also the strong relation

between the external and the domestic policy coalitions in restructuring the economy

(Öni  and enses, 2007: 7). On the other hand, the opinions about the causes of the

crisis generally pointed to two suspects: domestic economic policy makers and the

IMF. Since the Fund was involved in economic policy long before the crisis, it also

deserved to be blamed for the crash.

Argentina generally showed allegiance to the dominant development policies

of each era. For instance, the nationalist attitude after the Second World War was not

limited to Argentina; on the contrary, nationalistic maneuvers in economic policies

were espoused by many countries at the time. Likewise, Menem presidency

coincided with the time period during which the neo-liberalism wind blew strongly.

Menem was an ardent supporter of neo-classical economics and showed no hesitation

in putting the key policies of the Washington Consensus into practice. Nonetheless,

the Alfonsin period represented an attempt to reverse the general characteristic of the

1980s. However, Argentina started with a lag and rapidly kept up with neo-liberal

economic policies in the heydays of neo-liberalism in the world.

Consequently, as it is summarized in Table 1, in shaping its economic

policies, the country often followed the dominant trends in development discourse,

however some important exceptions should not be ignored.
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Table 1: Economic History of Argentina

ARGENTINA
When and how
did the neo-
liberal
transformation
occur?

In Proceso term, important steps were taken towards liberalism;
In Menem term, neo-liberal transformation initiated.

External Internal Roles
Proceso
Period
(1976-1983)

USA
IMF
World Bank

The military
junta

Paved the way
for the
transformation.

Alfonsin Period
(1983-1989)

IMF, World
Bank, USA
International
Creditors

 R. Alfonsin
J. Sorrouille

     Labor Unions
     Private Sector

Implemented
heterodox
plans

Which actors
were dominant
in the
transformation
processes?

What were the
roles of the
domestic and
the external
actors?

Menem
Presidency and
the Crisis
(1989-   )

IMF
USA
World Bank

Post-crisis
period:
International
Creditors

C. S. Menem
      D. F. Cavallo

Post crisis
period: N. C.
Kirchner

IMF funded
and monitored
the process in
collaboration
with domestic
agents.
Post-Crisis:
Weak relations
with the IMF

Country
Experiences (1)

Development
Discourse (2)

Comparison

Nationalist and
Populist
Argentina
(1947-1955)

Planned
economy, ISI,
nationalizations.

Keynesianism,
Focus on growth
Industrialization
Inward-looking
protectionist
policies, ISI.

(1) and (2)
match to a
large extent.

Alternating
Regimes
(1955-1983)

Intra-regional
relations, Non-
alignism,
liberalization
attempts in the
Proceso period.

Dependency
School, distrust
in growth,
widening scope
of development.
Liberalism
rising in 1980s.

(1) and (2)
match to a
large extent

Alfonsin Period
(1983-1989)

Heterodox
policies, price
and wage
controls,
increasing state
control

(1) and (2) do
not quite
match.

Do the country
experiences

match with the
breaking points
of the evolution
of development

doctrine?

Return to
Democracy and
Neo-Liberal
Transformation
(1989-   )

Privatization,
deregulation.
price stability

Deregulation,
fiscal discipline,
trade and
financial
liberalization,
cooperation with
international
organizations.

(1) and (2)
match to a
large extent

Source: Thorbecke (2006) and Öni  and enses (2007).
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3.2 China

3.2.1 The Foundation of the People’s Republic of China (1949-1976)

In 1949 People’s Republic of China (PRC) was declared by the Communist

Party Leader Mao Zedong. When the Communists came to power, China was an

underdeveloped country, with negligible economic modernization, low levels of

foreign trade, savings and capital formation. Traditional economic sectors,

agriculture and handicrafts, were the most important sources of production,

employment and trade. (Chen and Galenson 1969, p.10)

The transition to communism occurred in a smooth and successful way. The

first immediate policy introduced by the Communists was land reform, involving

basically the redistribution of land.

The First Five Year Plan (FYP, 1953-1957) was put in force with the

assistance of the Soviet experts and was therefore much influenced by Soviet

planning. The order of priorities was as follows: heavy industry, light industry and

agriculture. Strong emphasis was put on the development of some major capital-

intensive industries like iron, steel, railroads and on the production of military

hardware, machinery, construction materials and basic consumer goods. (Gamer,

2003: 75). It was widely believed that heavy industries, as the key to

industrialization, would subsequently lead to the growth of other manufacturing

industries.

With respect to agriculture; after the land reform, the peasants were organized

in cooperatives. Investment in agriculture was less than investment in industry.

Relying too much on heavy industry and “the neglect of agriculture (which was the

prime source of forced savings) and the comparative neglect of light industry in

development planning” clearly indicate that the development method adopted was an

unbalanced sectoral development approach” (Tisdell, 1993: 118). After  all,  the

Chinese industrialization during the First Five Year Plan was “one of the greatest

concentrated efforts in the world history, in terms of the number of people involved,
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the amount of material used, the capital put in place and the increase in industrial

output.” (Chen and Galenson, 1969: 43)

The Great Leap Forward (GLF) Movement (1958-1961) took its place in the

Chinese economic history as a misfired shot. One of the initial policies of the

movement was the transformation of agricultural cooperatives into communes. Mao

was  dissatisfied  with  the  First  FYP,  although  it  was  a  true  success.  Due  to  the

distinctive characteristics and institutions of the Chinese economy, he believed that

modifications were necessary. As Gamer (2003) put forward:

He saw inherent “contradictions” in the Soviet development
strategy, which was biased against small industry and labor
intensive technology as well  as rural  development.  In Mao’s
view, the Soviet development strategy was fundamentally at
odds with China’s basic development conditions and resource
endowment; because China had started off as a much more
backward economy with a huge population and a lower level
of technological development (Gamer, 2003: 125).

Mao  assigned  communes  high  output  targets.  However,  as  stated  by  Chen  and

Galenson (1969) Chinese agriculture was not capable of creating enough surpluses to

create industrial capital, since “the population was growing more rapidly than the

agricultural output available for food consumption”. Agricultural stagnation was

already at an unbearable level toward the end of the First FYP; the GLF movement

further complicated the situation (Chen and Galenson, 1969: 97-98).

Mao believed that steel production was crucial for economic development

and small furnaces were established in the backyards of the communes to produce

iron  and  steel.  However  the  steel  produced  was  of  low  quality  and  almost  had  no

economic value. Allocation of the majority of labor resources to furnaces caused the

agricultural production to fall, since harvest was not collected in some places. Even

so, the production was announced as targeted level to the central authorities and that

amount was surrendered to the state. This meant a sharp decline in the remaining

amount of grain to be shared among the peasants. Serious starvations began and with

the worsening weather conditions, it was unofficially estimated that 25 million

people died as a result of the famine from 1958 to 1962 (Chow, 2007: 27)22

22 Both official numbers and unofficial estimations differ from one source to another.
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Since then, greater importance has been attached to agriculture. As a result of

the disappointment that the movement created, “China de-emphasized heavy industry

and stressed those branches of industry which could make the greatest contribution to

raising agricultural output” such as chemical fertilizer or farm machinery production;

moreover the production of consumer goods intended for peasant consumption

gained importance in comparison to heavy industry. (Chen and Galenson, 1969: 48,

65). Private plots reemerged; rural markets reopened.

Industrialization efforts continued more rapidly in this period. However

Soviet assistance started to decrease and finally ceased in 1960, when the Soviet

Union recalled its experts. This brought a halt to many projects as many were

cancelled.

When the GLP Movement fell short of its goals; Mao was removed as the

head of state in 1959. To regain his political power, Mao launched the Cultural

Revolution in 1966. The main objective of the campaign was “to accomplish an

intellectual and moral reformation” and “to establish a proletarian and egalitarian

society in which the whole of the people would take part in political and economic

life in order to raise productivity” (Deleyne, 1973: 131, 134). As a part of the

campaign, students living in the cities were sent to the countryside, which had drastic

effects on their education. This campaign lasted until Mao’s death in 1976.

3.2.2. Economic Reform (1976- )

With the death of Mao a new era began for China. Deng Xiaoping took

control of the Communist Party, became the de facto leader of China after Mao and

gave start to the opening-up process of the Chinese economy.

First, China launched an agricultural reform program. “Household

responsibility system” was introduced in 1979.  Under the system, a household was

assigned a piece of land and in return made a contract with the state, which

guaranteed that a portion of the household’s product would be delivered to the state.

After fulfilling the requirement the household was free to keep the remaining product

for consumption or sell it in the market at the market price (Tisdell, 1993: 120). This
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process resembled “private farming in a market economy, with each farm household

leasing its land and paying the delivery quota as rent.” (Chow, 1994: 110)

State enterprises were provided some autonomy allowing them to make

output, marketing and investment decisions. Industrial reform was a harder project

than the agricultural reform, since “it is much easier to make small farm households

behave like private enterprises in a market economy than to make large state

enterprises so behave” (Chow, 1994: 11).

The reform decision adopted by the Party on 20 October 1984 represented

one  of  the  crucial  attempts  to  accomplish  the  overall  reform of  the  economy.  Price

reform, which was an important component of the October 1984 decision, intended

to let the prices be determined through the market mechanism. This could not happen

abruptly; therefore a more gradual process was followed. A dual-track price system

was  introduced  to  the  economy,  according  to  which,  a  given  quantity  of  an  output

was sold under regulated prices and the rest sold in freely determined market prices.

Reforms were carried out in the banking system as well. In 1983, People’s

Bank  was  granted  the  position  of  a  central  bank  and  commercial  operations  were

transferred to four specialized banks. 23  The People’s Bank had the authority to

determine the exchange rate for the Chinese Yuan. The strict control on the foreign

exchange rate was a little loosened. Regarding foreign investment and foreign trade

important  developments  occurred.  Foreign  firms  were  allowed  to  create  joint

ventures with firms in China as a result of the Law on Chinese-Foreign Equity Joint

Ventures announced in 1979. Shenzhen economic zone was created in 1982. In

particular, Chinese exports grew to very high amounts and China became an export

surplus country (Chow, 2007: 54, 328).

This reorganization and reformation process seemed highly successful.

Nevertheless, by the end of 1980s, there was an increase in public discontent. After

the banking reforms, rapid increase of the money supply caused inflation to reach 30

% in 1988. On the other hand, corruption became one of the major sources of

dissatisfaction by the people. Finally on 15th of April 1989, students started gathering

in the Tiananmen Square. The demonstrations lasted until its bloody suppression by

23  They are the Agricultural Bank of China, the Industrial and Commercial Bank of China, the
People's Construction Bank of China and the Bank of China. (Qian, 1999: 10)
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the  government  on  4th June.24 In  October  1992,  the  official  declaration  of  the  Party

that the Chinese economy is a “socialist market economy” initiated a recovery

process following the events in 1989. As the reform process continued, foreign

investments gathered speed.

For ideological reasons, it was a challenging task to create an environment

conducive to the expansion of private sector in China. As Gamer (2003) asserted:

It was only after the Fourteenth Party Congress in 1992
(which adopted the “socialist market economy”) that the
private economy in China was able to develop and expand
freely without political hindrances. In September 1997, at the
Fifteenth Party Congress, private enterprises were formally
legitimized  as  an  “important  element”  of  China’s  socialist
economy, and this was subsequently written into the
modified constitution in 1999 (Gamer, 2003: 129).

Among the main motives to initiate a reform process in China, the successful

experience of economic development in the neighboring economies of Hong Kong,

Singapore, Taiwan and South Korea has no doubt played an important role. The high

growth performance of the so-called “Four Tigers” was one of the main reasons

behind market appreciation spreading among the cadres.

China owed its progress to applying reform policies in the correct order that

matched its economic and institutional conditions, for instance, agricultural reform

first, industrial reform later. In spheres such as taxation, the fiscal system, the

financial system, foreign exchange and foreign trade, however, the same gradualist

approach was not preferred. In November 1993 “decision” was adopted to

accomplish the comprehensive reform of Chinese economy, emphasizing “the

importance of coordination among various aspects of reforms” (Qian, 1999: 16)

China’s sound economy proved itself in the 1997 Asian crisis. While many

Asian economies were severely affected by the crisis the Chinese economy grew by

9 % in 1997 and 8 % in 1998. 25 Due to its large size and population, China’s growth

was mainly generated by domestic demand. However, Chinese economy has been

recently more dependent on export dynamics. As a result of its industrialization

24 The foreign relations were hampered by the military intervention, which gave way what happened
to be remembered as “Tiananmen Massacre”.

25 Source: World Development Indicators (WDI), Worldbank.
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efforts,  Chinese  export  structure  has  also  altered.  In  the  early  years  of  reform,

primary commodities like agricultural products constituted the major part of exports.

However, by the 2000s, manufactured products overwhelmingly dominated exports.

In 2005 share of agricultural raw material exports were only 0.52% of the total

merchandise exports.

China has become one of the most preferred countries for foreign direct

investment (FDI). Due to the large inflows of FDI, “… coupled with its persistent

trade surplus, China’s foreign exchange reserves by mid-2002 stood at the staggering

level of U.S $250 billion, the world’s second largest after Japan” (Gamer, 2003:

113).

Chinese rate of economic growth has been highly impressive. Since 1985, it

has been on average above 8 percent per annum. China seems to catch the virtuous

cycle of growth by high savings and high investment. However this spectacular

growth is not equally distributed among the regions. Income inequality and sharp

regional disparity are urgent problems confronting the Chinese economy. For

instance, there is a huge income gap between East and West China.

3.2.3 An Overall Assessment

China is a unique case along the path of liberal transformation. Until the

reform started under the leadership of Deng Xiaoping, there was no serious liberal

experience in the Chinese economy since the foundation of the People’s Republic of

China (PRC) in 1949. The reform process, as emphasized before, has also continued

in a cautious fashion.

On the domestic front, it is obvious that the Communist Party was the major

political force during the reform process. As it is stated in Table 2, Deng Xiaoping

was the famous name behind the reform process. One party rule, which still

continues, has facilitated the espousal by the masses of any kind of policy adopted by

the central authorities. The Communist Party “has apparently discovered the magic

formula of blending authoritarian rule with pro-market economic policies to produce

a growth miracle that has left most orthodox thinkers about political economy
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shaking their heads in disbelief” (Pei, 2008: 45). The Chinese experience challenges

the belief that democracy is one of the indispensable components of liberal

development.  China  proved  that  democracy  was  not  a  necessary  precondition  of

successful development, as many reform decisions were taken within this

“undemocratic” environment.

In line with the economic policy regimes of most developing countries of the

time, industrialization and capital formation were seen as the major components of

development by the Chinese ruling class in the 1950s. Considering the Soviet

influence in the promotion of heavy industrialization among the developing

countries, and keeping in mind the Soviet assistance provided to China in the first

years of the socialist transformation, the importance attached to industrialization by

China is hardly surprising. As a result, as it is emphasized in Table 2, it can be

affirmed that China espoused the development discourse of the 1950s, but under a

socialist regime, which of course constituted an important difference.

With regards to the reform; timing is not much at odds with the worldwide

economic liberal wave, however the scope and content of the reform was much

different from the experience of other developing, as well as transition countries.

Even the 1993 decision, as the most suitable candidate to be regarded as a “Big

Bang” for the Chinese economy, was far from representing full adherence to

liberalism.

On the other hand, one of the key elements of the October 1984 decision was

reducing the scope of planning from mandatory planning to guidance planning.

However, despite the narrowing scope, planning still played an important role in the

Chinese economy. Infrastructure and production of certain industrial products were

still determined by compulsory central planning (Chow, 1994: 12, 13).
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Table 2: Economic History of China

CHINA

When and how did
the neo-liberal
transformation
occur?

Gradual reform process, initiated in 1976.

Not an exact “neo-liberal” but a peculiar way of liberalization has
been experienced.

External Internal Roles

Gradual
Reform
Process
(1976- 1992)

No major
external actor.

Communist
Party of China,
Deng Xiaoping

Initiator and
conductor of
reform.

Which actors were
dominant in the
transformation
processes? What
were the roles of
the domestic and
the external
actors? Socialist

Market
Economy
(1993-   )

After 2001,
WTO

Communist
Party of China,

    WTO;
    in foreign
    trade sector
(e (exports)

Country
Experiences (1)

Development
Discourse (2)

Comparison

The PRC
before the
reform
(1949-1976)

Heavy
Industrialization,
neglect of
agriculture;
unbalanced
development,
after GLF
balanced
development.

Focus on
growth,
industrialization
key to
development,
inward-looking
protectionist
policies.

(1) and (2)
match to
some extent.

Gradual
Reform
Process
(1976- 1992)

Cautious reform,
regulated
liberalization in
agriculture,
prices, SOEs,
private zones

Deregulation,
fiscal discipline
trade
liberalization

(1) and (2)
match in
timing but
differ in
context and
scope.

Do the country
experiences match
with the breaking
points of the
evolution of
development
doctrine?

Socialist
Market
Economy
(1993-   )

Socialist Market
Economy,
comprehensive
reforms in
taxation and
finance.

Financial
liberalization,
cooperation
with
international
organizations.

(1) and (2)
match in
timing but
differ in
context and
scope.

Source: Thorbecke (2006) and Öni  and enses (2007).
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As  can  be  seen  in  Table  2,  a  major  external  anchor  in  Chinese  economic

policy appears to be the World Trade Organization (WTO). WTO accession

represented “a new phase in China’s open-door policy, often referred to as the third

wave of China’s opening to the world.” (Gamer, 2003: 138). China was admitted to

the WTO on December 11th, 2001. Chinese growth is dependent on its ability to

maneuver  within  the  WTO  policies  and  treaties,  in  a  way  that  will  benefit  its  own

interests. WTO membership may increase Chinese exports, by providing increasing

access to world markets, however the effects of membership are not that

straightforward. Competition will increase when trade game is played under the

WTO rules. China, which has already been exerting a profound influence on the

world economy with its high growth, as a member of the WTO, will further increase

its role in the world economy. (Mallon and Whalley, 2004: 26)

China has been and will be closely observed by both the first and the third

worlds.  If  its  economy  does  not  suffer  from  any  kind  of  exhaustion,  China  will

become one of the major actors in the world economy. As Tisdell (1993)

emphasized, a long time ago

…  the  economic  development  of  China  is  likely  to  have  several
important consequences for the rest of the world. These could include
… (4) a change in the relative economic power of nations which may
alter the international balance of military and bargaining power
(Tisdell, 1993: 3-4).

3.3 Poland

3.3.1 People’s Republic of Poland (1952-1989)

Republic of Poland was proclaimed by The Committee of National Liberation

in July 1944. Poland, rejecting Marshall Aid in 1947 and withdrawing from the IMF,

had already decided on which side it would resettle politically and economically after

World War II (Rae, 2008: 41). Soon the communist and socialist parties merged and

created the Polish United Workers’ Party in 1948 and took the leadership in the

country. People’s Republic of Poland (PRP) was declared by the 1952 Constitution.
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Economic policies were carried out by central planning in PRP, drawn up by

the Economic Council with the assistance of the National Planning Board. The three-

year plan in 1947-49 focused on the rebuilding of areas damaged during the war.

Investment was predominantly undertaken in the industrial sector. Under the six-year

plan for 1950-55, the main emphasis was on increasing production, especially

through the construction of heavy industry capital goods.

As Poland was largely an agrarian country at that time, one of the immediate

areas of attention was agriculture26.In the following periods, the land, taken over

from the landowners by the State Land Fund was distributed among the peasants

(Douglas, 1972: 51). However, in spite of the collectivization attempts, small private

farms always existed alongside the state farms in the agriculture sector.

The initial policies implemented had successful results in the economy. As

the rate of growth increased, there was a parallel increase in employment.

Nonetheless, there were signs of social discontent during the second half of the

1950s. In 1956, factory workers in Poznan went on strike, which turned into a

general strike in the town. The workers called for direct participation in industrial

management and the government yielded to this demand (Seleny, 86:2006). These

events initiated administrative changes. Anti-Stalinist sentiments had already risen in

Poland after the death of Stalin in 1953; a “de-Stalinization” movement began in the

economic and political spheres. The dominant policy soon became investment in

industry as in the previous period.

In the beginning of 1970s, a New Development Strategy was propounded,

“which focused on increasing living standards, consumption and international

integration” (Rae, 2008: 44). The strategy mainly composed of heavy borrowing

from the Western countries to restructure productive capacities.

On the other hand, imports of consumer goods, machinery and technology

were responsible for the emergence of a trade deficit and mounting external

indebtedness. This situation was aggravated by the first oil shock. Poland, along with

other oil-dependent countries could not reduce its oil bill because of the importance

of heavy industry in its industrial structure. As the Western economies were in

26  The agricultural reform was already launched by the Polish Committee of National Liberation by
the 1944 July manifest.
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recession under the influence of the oil crisis, “the western market for Polish exports

started drying-up.” (Rae, 2008: 45)

These harsh economic circumstances gave rise to further serious social

dissatisfactions, opposition and protests. In September 1980, Solidarity was founded

and gradually expanded its functions beyond the activities of a trade union and

evolved into a strong political movement. Around the Gdansk shipyards, arouse a

nationwide wave of displeasure and protests. The Solidarity (Solidarno ) trade

union, which would play the most crucial role in giving transition a start, was an

outcome of this public discontent.

As a result, “by the beginning of 1981 Poland was faced with a revolutionary

situation, with the balance of power shifting decisively in favor of Solidarno ” (Rae,

2008: 47). The government, aware of the strength that Solidarity had gained,

declared Martial Law in December 1981 and banned the trade union’s activities.

In 1980-81, the government took important reform measures, due to the

pressure of the increased demands arising from different sections of the society, the

decline in growth and investment, and the dismal debt situation of the economy

(Seleny, 2006: 117). Although these reforms were timely efforts, they fell short of

yielding the expected results. As Myant (1993) stated:

Among  the  significant  changes  was  a  reorganization  of
central organs with a reduction in the number of ministries
and in their total employment. The scope of the central
allocation  system  was  reduced  and  a  degree  of  price
liberalization was introduced. Indeed, 55 percent of prices
were nominally freed … In practice, however, these measures
did not fundamentally alter enterprise behavior, largely
because, as in previous reforms, the factors determining
enterprise prosperity remained unchanged (Myant, 1993: 61).

In  1986,  the  second  stage  of  reforms  was  initiated.  Several  external  factors

have played an important role in taking these reform decisions which were “beyond

the realm of the politically possible since 1981”. The rise of Gorbachev in the Soviet

Union and Poland’s readmission to the IMF and the World Bank in 1986 played

encouraging roles in implementing the reform policies (Seleny, 2006: 126).

As  in  the  previous  reform  attempt,  the  major  objective  was  “the  speedy

achievement of market equilibrium, by means of price increases” in order to
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eliminate the central controls (Myant, 1993: 62). Private firms were granted equal

treatment with the state owned enterprises. Conditions for the establishment of joint

ventures with foreign participants or joint ownerships of state enterprises with private

companies were relaxed. Some institutional changes were also made, for instance:

the Central Planning Commission took the name of Central Planning Office and its

authority was narrowed. New banks to accompany the National Bank were founded

to escalate credit competition (Myant, 1993: 63-64).

Nonetheless,  the  second  stage  reforms  were  not  welcomed  by  a  social

consent. The extent of this social opposition became obvious, “when sharp price

increases in January 1988, including a 140 per cent increase for food, were met with

the reemergence of a strike movement.” (Myant, 1993: 64).

3.3.2 Shock Therapy (1989- )

Finally the government agreed to take part in the Round Table talks with

Solidarity which lasted from February to April 1989.  Solidarity, acquiring the right

to  join  the  elections,  won  with  a  big  majority.  In  September  1989,  the  first  non-

communist  government  was  established.  Both  the  Party  and  Solidarity  agreed  on  a

“shock therapy” of market-oriented policies which was put into practice starting in

January  1st, 1990. This marketization program was accompanied by IMF-led

stabilization measures. The architect of the shock therapy package was the Minister

of  Finance  of  the  time,  Lezsek  Balcerowicz.  The  inspirer  of  this  shock  therapy

program, the so-called Balcerowicz Plan, was Jeffery Sachs27, who argued that a

decisive break from the previous set of policies was required (Rae, 2008: 53). The

new non-communist Polish government believed that Poland should integrate into

the  world  market  immediately  to  benefit  from  the  opportunities  of  the  global

economy. The unsuccessful reform attempts in the previous socialist period

convinced the public to the necessity of a shock therapy.

The initial emphasis was on bringing inflation under control within a market-

oriented approach. Other major policies and objectives that the shock therapy

package included were a balanced budget, freeing of prices, restrictive monetary

27 Jeffrey Sachs, a Harvard University professor, gave a speech to the Senate’s Economic Commission
in August 1989 and promoted the shock policy package.
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policy, wage control policy and a fixed exchange rate set at 9500 zloty per US dollar.

(Myant, 1993: 87)

In the initial years of the transition, the economy was under harsh conditions.

GDP fell by about 20 % and unemployment rate rose to 16 %. In the period 1994-97,

with a change in government28, a more gradual process was followed. The economy

grew by about 6-7% and the unemployment rate decreased to 11%.29 Despite the

sharp decline in GDP in the initial period, Poland in 1996 could catch its pre-

transition level. As Kolodko (2004) mentioned:

A different approach was adopted, much more focused on
government-led industrial and trade policy, social equity and
fair  income distribution,  on  a  re-definition  of  the  role  of  the
state, and on gradual yet sustained institutional building
(Kolodko, 2004: 7).

In the following period, 1998-2001, Polish economy began to slow down

again. A more neo-liberal stance was dominant in the economy. The share of the

state sector in the economy began shrinking and its contribution to the economy

decreased gradually.

Coming to the social aspects of the transition; as a result of the closure of

many large firms, unemployment increased. Social security spending had to be

expanded, unemployment benefits had to be paid and these brought about a budget

deficit. The growing deficit, on the other hand, led to the acceleration of the

privatization process. Furthermore, government spending declined as a result of the

stabilization program implemented in collaboration with the IMF, which caused

public service expenditure in main areas like health and education to decrease (Rae,

2008: 66).

The trading partners of Poland gradually changed as a result of the transition

policy as well. For instance, the USSR and Germany which had been the main

trading partners in 1990 were replaced by West European countries in 2000.

In the more recent period, European Union accession in 2004 represented a

new transition period itself. The EU funds and subsidies stimulated growth in

28 SLD (Democratic Left Alliance) and PSL (Polish Peasants’ Party) alliance constructed the new
government (Rae, 2008: 62).

29 Source: World Development Indcators Database, World Bank.
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Poland. EU membership improved Poland’s FDI position, leading to an increase in

FDI inflows since 2004. Foreign direct investment emerged as a major instrument of

building capitalism. Moreover, foreign ownership in the economy grew steadily. The

underlying hope was that the sale of national assets to foreign buyers would bring the

required  capital  and  the  necessary  technology  to  Poland.  However,  “as  FDI  has

usually been linked to privatization and the sale of domestic assets to foreign buyers;

it has often been accompanied by a decline in production and employment.” (Rae,

2008: 58)

No doubt, some economic improvement was obtained as a result of EU

accession. Nonetheless, the country’s regional imbalances, social inequalities,

unemployment, low wages and poverty have remained as major problems of the

economy.

3.3.3 An Overall Assessment

The most discussed aspect of post-socialist transition has been which of the

two  methodologically  different  ways  was  better  to  achieve  it;  gradualism  or  shock

therapy. In Poland, with the support and the cooperation of the IMF, shock therapy

policy was implemented. The underlying assumption was based on one of the main

tenets of the neo-classical approach; the market system would create the necessary

changes automatically; therefore it was enough to break the ties with the past

irreversibly.

 There has always been a debate going on about the success of shock therapy

in Poland. According to Sachs (1994: 275), “Poland has  been  the most  dramatic

illustration   of   the   success  of   radical   economic   reforms”.  On  the  other  hand,

Kolodko (2002) emphasizes the inadequacy of the concept and its failure in the

social  realm and  adds  that  “the  Polish  success  has  been  achieved  not  because  of  it,

but in spite of it” (Kolodko, 2002: 111).

The transition practice Poland experienced had without a doubt full-

commitment to the neo-liberal economic approach. Here, as the main internal figures

and actors of the transition, the Solidarity union and later Lezsek Balcerowicz

appear. Solidarity played the major role in initiating the reforms in 1980s and making
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the government agree on change. Solidarity’s will was not exactly a radical jump

from socialism to liberalism from the beginning. As Rae mentions, in the Round

Table talks, there was no obvious negotiation on a shock therapy; however “the

wheels of history were turning in the opposite direction and once there had been a

political transfer of power in Poland, neo-liberalism gained supremacy over other

alternatives” (Rae, 2008: 53). Balcerowicz as the designer of the plan gained the

approval and financial support of the IMF and conducted the shock therapy with full

commitment.

On the other hand, Jeffrey Sachs and the IMF were the two critical  external

actors in the transition, as it is pointed out in Table 3. Sachs, as the promoter of the

shock therapy was an important actor in convincing the Polish government for a

break away from socialism and to the ineffectiveness of a gradual approach. The

stabilization program conducted in collaboration with the Fund was one of the main

elements of the therapy alongside liberalization and restructuring.

Since Poland has turned its face towards the West, the most crucial actor in its

economy and  policy  has  been  the  European  Union  (EU).  The  road  to  EU began  in

1990 with the application of Poland for beginning of negotiations for an association

agreement and was completed with Poland becoming a full member of the EU in

2004. As a candidate Poland had to fulfill certain requirements. The process to

satisfy these requirements such as the Copenhagen Criteria represented a

transformation  itself,  as  they  went  a  long  way  in  shaping  the  economic  policies  of

Poland. After the accession, EU did not lose its influence since Poland benefited

from EU funds, increasing FDI and other investments as a member (Balcerowicz,

2007). The fact that there are still many requirements to be accomplished by Poland

indicates that this influence will continue. For instance, in the near future, it is

expected that Poland’s accession to the European Monetary Union (EMU) will be

completed. In spite of its long history and certain weaknesses, EU is still a dynamic

and nascent entity. As long as it preserves these features, it will continue to shape the

policies of the member and the candidate countries like Poland.

In the socialist Poland, USSR was the chief external actor shaping economic

and political decision making. Although the strength of the alliance between the

Polish and Soviet governments changed over time, the shade of the Soviet Union was

largely present over Poland in different intensities.
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Table 3: Economic History of Poland

POLAND
When and how
did the neo-
liberal
transformation
occur?

As a shock therapy policy package starting on January 1st 1990.

External Internal Roles

Reforms of
1980s

(1980-1989)

No major
external actor. Solidarity

Trade Union

Compelling the
government to
initiate
economic
reforms by the
political power it
gained.

Which actors
were dominant in
the
transformation
processes? What
were the roles of
the domestic and
external actors? Shock

Therapy and
Afterwards

(1990-   )

Jeffery Sachs,
IMF,
EU

Solidarity,
Balcerowicz

Solidarity:
Convincing the
government to
roundtable talks.
Balcerowicz:
Conducting the
plan. IMF:
Stabilization
program. EU:
Accession and
membership.

Country
Experiences (1)

Development
Discourse (2) Comparison

People’s
Republic Of
Poland

(1952-1979)

Planning, heavy
industrialization,
neglect of
agriculture;
In the 1970s
borrowing from
West.

Focus on
growth,
industrialization
key to
development,
protectionist
policies.

(1) and (2)
match to some
extent.

Reforms

(1980-1989)

Reforms in
1980s, price
liberalization,
downsizing of
state sector.

1980s:
liberalization,
deregulation,
trade
liberalization

(1) and (2)
match to some
extent.

Do the country
experiences
match with the
breaking points
of the evolution
of development
doctrine

Shock
Therapy and
Afterwards

(1990-  )

Balanced
budget, price
liberalization,,
restrictive
monetary policy,
wage controls,
stabilization.

Fiscal
discipline,
financial
liberalization,
cooperation
with IFIs.

(1) and (2)
match to a large
extent.

Source: Thorbecke (2006) and Öni  and enses (2007).
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In  the  early  times  of  People’s  Republic  of  Poland,  the  main  focus  was  on

industry, while agriculture was neglected. This pattern actually matches with the

dominant industrialization wave among the developing countries of the 1950s and

the 1960s. Coming to the 1980s, the first and second stage reforms in the last decade

of  socialism  in  Poland  coincide  with  the  rise  of  neo-classical  market  economy  and

deregulation in the world economy. As mentioned before, some external

developments, like the re-admission of Poland to the international financial

organizations, probably constituted the major sources of influence on the Polish

government. After all, the reform attempts were not contradictory to the rising global

trends; on the contrary they were in line with what was going on worldwide.

The review above is summarized briefly in Table 3.

3.4 Turkey

3.4.1 The Evolution of Turkish Economic Policies in the pre-1980 period

(1923-1980)

After the foundation of the Republic in 1923, Turkish economy had to be

immediately restructured. In the initial years, the efforts to rebuild the economy were

carried out under open-economy conditions; private sector was encouraged by the

law that was put into force in 1927. Later, the role of state became clear as the main

source of industrialization. With the lack of a capitalist class to shoulder this task, the

government had to create and promote the primitive industrialization efforts in the

country. Therefore more inward-looking, protectionist and regulated policies were

implemented, especially after the early 1930s. In 1934, the first Five-year Industrial

Plan was put into practice.

After the Second World War, in1946-1953 period, a more liberal path was

followed. As mentioned by Öni  and enses (2007: 12), in this period

… the  state-led  industrialization  strategy,  as  the  hegemonic  strategy
of  the inter-War  era  is  replaced  by  a  new  economic  strategy  which
placed  primary  emphasis  on liberalization and a strategy of  integration
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into   the  world  market  on   the  basis  of  agricultural  exports.  (Öni  and
enses, 2007: 12)

Under the Marshall Plan, Turkey began to receive foreign aid and became a

member of the IMF and the World Bank in 1947, GATT in 1951 and the NATO in

1952. In this manner it strengthened its economic and political relations with the

West, in particular with the US. The first stand-by agreement was made with the IMF

in 1958, and close relations with the Fund were preserved since then.

Between 1954 and 1958, economic policies deviated from the previous

period, some protectionist policies were practiced, like foreign trade controls, import

restrictions since free-trade regime created permanent foreign trade deficits (Boratav,

2005: 109). In 1958, a stand-by agreement was put in force, whose stabilization and

adjustment programs lasted until 1961.

In the 1960s, Turkey reverted firmly back to state interventionist policies.

Turkish economic policies relied on central planning in 1960s. Investment decisions

and resource allocation were determined by successive five year plans. Protectionist,

import-substitutionist and inward-looking economic policies constituted the key

features of the period. Although there was some import substitution in investment

goods and intermediate goods; increased investment efforts were accompanied with

an import burden since intermediate good imports were higher than investment good

imports, (Boratav, 2005: 120). Exports failed to cover imports and the ensuing trade

deficits triggered severe deterioration in balance of payments, especially after the

mid-1970s.

After the oil-crisis in 1973, the world economy, which witnessed a sharp rise

in international petroleum prices, was dragged into stagnation. Turkey tried to

postpone the crisis by relying mostly on short term borrowing and populist measures

(Boratav, 2005: 129). As a result a deep economic crisis (characterized by foreign

exchange shortage) erupted, with a lag but in a very strong fashion. In 1978 the

economy was by and large bankrupt. Foreign trade deficit was large, short term debts

reached a huge amount and the economy was confronted with a severe balance of

payments problems.
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3.4.2 Neo-Liberal Transformation (1980-1989)

Under these unfavorable circumstances, the minority government which took

office in late 1979 put in force a new stabilization and structural adjustment program

on January 24th 1980 which represented a milestone in the ensuing economic

liberalization process of Turkey. The program’s main objectives were to gradually

liberalize foreign trade, foreign currency market and capital inflows; make export a

national priority by devaluations, liberalize interest rates and minimize the role of

state in economic life. The program has also aimed to remove the fiscal imbalances

by promoting privatization and deregulation in the country. New loans from the

World Bank and the IMF were conditional on the implementation of this program.

One  of  the  main  components  of  the  program  was  the  emphasis  on  exports,

outward orientation and liberalization (Rodrik, 1990: 4). According to Kazgan

(2006), this package went much further than the objective of getting the country out

of the crisis that began in 1978; it represented the beginning of a new ideology that

would soon have strong implications extending beyond the economic sphere into

political and social spheres. (Kazgan, 2006: 123, 125)

Months after this package was put into force, Turkey experienced a military

takeover on September 12th 1980. Increasing social unrest especially after the mid-

1970s was presented as the major pretext for the military intervention which,

however, had a profound indirect effect also on the transformation of economic

policies. The military regime suppressed the opposition to the economic program and

created the necessary environment for the uninterrupted implementation of neo-

liberal policies.

3.4.3 Financial Liberalization, Economic and Financial Crisis (1989- )

On  the  way  to  overall  liberalization  of  the  economy,  a  major  step  was  the

capital account liberalization in 1989. The Motherland Party (ANAP, the Turkish

acronym) as the party in government and its leader, Turgut Özal, were important

actors in implementing these policies. Following the capital account liberalization,
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the performance of the economy has become heavily dependent on capital

movements; rendering the economy more fragile to external circumstances. As a

matter of fact, Turkey has experienced three major crises since then, in 1994, 1999

and 2000-2001. As mentioned by Cizre and Yeldan (2005) in the context of the 2001

crisis:

Thus, we argue that the crisis conditions emerged, mainly
because  of  the  increasing  fragility  in  the  financial  system.
This fragility, in turn, was generated by the uncontrolled and
excessively volatile capital flows, which were characterized
by a high level of speculation. Turkey had been trapped in
this cycle with its premature move towards financial
deregulation in 1989, and the opening of its domestic asset
markets to international capital flows (Cizre and Yeldan,
2005: 395).

1989-1991 period witnessed short-term capital inflows and their boom-bust

effects in the growth rate. The appreciation of the Turkish lira, widening trade

deficits and increasing public sector deficits culminated in a deep financial crisis in

1994. The stabilization program that was implemented in response to this crisis was

intended to control public-sector deficits and limit central-bank financing of these

deficits. However, the program was terminated in mid-1995, following the change of

the government. (Akyürek, 2006: 9-10)

As the role of international financial institutions in designing and reshaping

the international economic order, particularly molding developing country policies,

increased in the 1990s, Turkey has also experienced an intensification of its relations

with these institutions. Not only the IMF and the World Bank; but also other

institutions like the WTO and the European Union were influential in shaping

Turkish economic policies during this period. In March 1995, Turkey became a

member of the WTO. On January 1st 1996, the Customs Union between Turkey and

the European Union came into effect. These moves which were aimed at the

liberalization of international movement of goods and capital have, however,

imposed many restrictions on independent economic policy making ability of

Turkish governments.

Following the recovery from the 1994 crisis, there was not a serious problem

in the economy until the Russian crisis in 1998. This marked the beginning of a
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negative trend that would continue till 2002 with severe effects on the economy.

Exports to Russia which constituted nearly a quarter of Turkey’s total exports fell

dramatically. Capital outflow caused interest rates to rise and generated concerns

about public sector debt. This poor trend was aggravated by the devastating

earthquake in 1999 which hit the industrial heartland of the country. GDP contracted

by around 6 % in 1999. (Akyürek, 2006: 10-11).

In the aftermath of the 1999 crisis, a major stabilization program based on the

17th stand-by  agreement  with  the  IMF  came  into  force  in  2000.  Among  the

macroeconomic objectives of the program, taking inflation under control was the

most prominent. To accomplish this task, exchange rate was set as the inflation

anchor.  Although initially some progress was made, this later proved to be a wrong

idea. The economy grew at an annual rate of around 6% in 2000. However,

improvement in growth and inflation could not prevent the economy from suffering a

severe monetary crisis in November of the same year. (Kazgan, 2006: 449).

The 2000 program with some reinforcements was intact until February 2001

when the economy entered one of the deepest crises of Turkish economic history.

The overnight interest rates increased sharply to 7500 % in the repo market, the

currency was left to floating and it depreciated by 40 percent in one single day.

There  is  not  a  full  agreement  on  the  causes  of  the  crisis  among economists.

According to the dominant view supported by the international financial institutions,

the major reason was the deficiency, inefficacy and reluctance of the governments to

implement the policies recommended within the framework of the stabilization and

structural adjustment programs designed by the IFIs. Obviously, Turkish economy

had some structural weaknesses in the financial and fiscal systems. Public debt and

mainly  the  interest  payments  had  grown  to  a  huge  amount.  Banking  sector’s

weakness was another factor held responsible for the eruption of the crisis. Although,

the “Banking Regulation and Supervision Agency” (BRSA) was founded in 2000, it

was a late attempt. The banks that went bankrupt in the wake of the crisis thereafter

also imposed a big burden on the economy.

However, it is unfair to put all the blame for these imbalances on internal

dynamics. The policies that were implemented with the assistance of international

financial institutions proved to be detrimental for many developing countries,

including Turkey. These institutions prescribed more or less the same market based
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policies  to  these  countries,  ignoring  their  distinctive  features.  As  Cizre  and  Yeldan

(2005) stated,

We argue, however, that the February 2001 political and
economic  crisis  in  Turkey  was  not  the  product  of  a  few
technical errors or mismanagement, but was the result of a set
of cumulative processes that were set in motion by the overly
premature attempt to liberalize and deregulate the economy.
Contrary to the official stance, economic evidence clearly
shows that the fiscal targets were reached throughout the
implementation of the program in 2000, and the central bank
(CB) was successful in maintaining its monetary targets
(Cizre and Yeldan, 2005: 389).

After the crisis, Kemal Dervi , who was a vice-president of the World Bank

at that time, was invited to Turkey and appointed as the Minister of State for

Economic  Affairs  on  March  3rd 2001. A new program was declared on April 14th

2001, namely the program for “transition to a strong economy”, whose architect was

Dervi  who  collaborated  very  closely  with  the  IFIs.  The  program  emphasized

transparency within the public sector, restructuring the financial and particularly the

banking system, advocated privatization and reorganizing the agricultural support

policies. However, the program was characterized by failure to take into account the

social and distributional consequences of the crisis (Kazgan, 2006: 457-463).

Furthermore, the program was criticized for not offering policies that were much

different from those that contributed to the emergence of the crisis.

The crises that emerged as a result of the Washington Consensus policies in

the late 1990s and in the beginning of 2000s, have all contributed to the change in the

existing  policies  and  to  the  “shift  of  emphasis  in  the  direction  of  strengthening

institutions and the regulatory arm of the state (Öni  and enses, 2007: 20). The

reflection of this trend in Turkish economy was the creation of “powerful regulatory

institutions in the realm of banking and finance as well as enhancing the power and

autonomy of existing key institutions “(Öni  and enses, 2007: 20).

Another major feature of the post 2001 crisis period was the increased

momentum of Turkey’s relations with the European Union. On 16 December 2004

the EU leaders reached an agreement to start accession negotiations with Turkey

from 3 October 2005. At present, negotiations continue in nine chapters.
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3.4.4 An Overall Assessment

Turkish liberalization movement matches exactly with the surge of neo-

liberal policies in the world economy. These policies after being adopted by the

developed world were strongly advocated by them and exported to the developing

countries with the assistance of international institutions through various agreements.

This was exactly the situation that Turkey found itself in since the early 1980s.

As shown in Table 4, military regime played a major role in initiating this

transformation. One of the immediate decisions taken by the military right after the

coup in 1980, was keeping  intact the stabilization and structural adjustment program

that was put into force in January 1980, and appointing Turgut Özal, who was a key

figure in the preparation of the program, as the economic overlord. In this way, the

IMF was given the guarantee that the military government would be loyal to the

program.

On the other hand, the 1980 military intervention provided a convenient

ground for implementing the program by preventing all possible opposition to it.

With the new constitution which came into force in 1982, trade unions, civil society

institutions and cooperatives were put under great pressure, thereby silencing all

major sources of opposition to the program.

Under the repressive regime of the military from 1980-1983, many policies

that could take much longer under democratic rule could be implemented in a very

short period. For instance, according to Dani Rodrik, what allowed Turkey to bring

inflation down in such a short time was necessarily related to the “single-minded

dedication with which sharp changes in relative prices… were imposed on a society

rendered temporarily docile by military rule” (Rodrik, 1990: 7). Disciplining the

labor market by non-economic, military and legal measures created the suitable

atmosphere, for inflation to be decreased. Making use of this example, it can be

asserted, that it is highly questionable to claim that this neo-liberal reconstruction

was embraced by the majority of the Turkish population.

Özal was another key figure, since the liberal transformation was materialized

in his presence. He took an active part in the design and implementation of the
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program that was put into force in January 1980. Throughout his political life, he was

an ardent supporter of neo-liberal policies.

Regarding the external actors, the effects of the IMF and the World Bank on

the Turkish economy is unquestionable. Since the 1950s, they were an integral part

of the economic decision making process in Turkey. The conditionality relationships

set up with these institutions in exchange for the financial assistance acquired from

them gradually rendered sovereign economic policy decisions impossible. Along

with the IMF and the World Bank, WTO membership and the agreements within the

WTO that have imposed specific trade policies on Turkey were together instrumental

in shaping the economic policies of Turkey. As it is emphasized in Table 4,

international institutions gained new prominence in the post-2001 crisis period.

Domestic policy makers were dispossessed much of their policy tools.

By the end of the 1990s, another actor, the European Union, came on stage

more visibly than before. After being recognized as a candidate in the Helsinki

Summit in 1999, Turkey struggled hard to fulfill the Copenhagen Criteria, in an

effort  to  facilitate  the  start  of  the  negotiations.  This  has  required  Turkey  to

implement many new policies to accomplish this task. Furthermore, as Öni  and

enses (2007: 21) have emphasized, “the  EU  conditions  have  helped  to generate

a major wave  of  democratization  reforms  in  Turkey.”

If the overall postwar Turkish economic history is considered, the path

Turkey  followed closely  matches  with  the  evolution  of  development  economics.  In

the heydays of the import-substitutionist, protectionist and inward-looking policies,

Turkey  was  also  implementing  them;  when  the  world  economy  was  taking  a  new

liberal shape Turkey followed the path without any deviation, so much so that

“Turkey is one of the countries which become a testing ground for neo-liberal

principles in the early 1980s. (Öni  and enses, 2007: 18).

Table 4 sums up the review above.
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Table 4: Turkey

TURKEY
When and how

did the neo-
liberal

transformation
occur?

In 1980, with the implementation of January 24th Policy Package.

External Internal Roles

Neo-Liberal
Transition

(1980-1989)

IMF
World Bank
The USA

Turgut Özal,
Military

Özal: January
24th decisions,
Military:
Suppressing the
opposition,
easing the way
to liberalism.
IMF&World
Bank:
Supporting the
program
financially and
politically.

Financial
Liberalization
and Crises
(1989-2001)

IMF, World
Bank, WTO,
EU

Turgut Özal and
the Motherland
Party (ANAP)

IMF&World
Bank: Stand-
by agreements,
structural
adjustment.
EU: Customs
Union

Which actors
are dominant
in the
transformation
processes?
What are the
roles of the
domestic and
the external
actors?

 Post-Crisis30

 (2002-   )
EU, IMF,
World Bank

Kemal Dervi . EU:accession
negotiations.

Country
Experiences

(1)

Development
Discourse (2) Comparison

A Liberal
Experiment
(1946-1953)

Integration to
the world
economy

Keynesianism,
state-led policies.

(1) and (2) do
not match.

Protectionist
Brake
(1954-1958)

Foreign trade
controls

(1) and (2)
match to an
extent

Do the country
experiences
match with the
breaking
points of the
evolution of
development
doctrine?

Stand-By
Agreement
with the IMF
(1958-1961)

Devaluation,
loosening
controls,
budget
restrictions.

Focus on growth,
industrialization
…

(1) and (2) do
not match.

30 Petrol and gas pipe-lines are of significant importance in 2000s, as well.
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Table 1 (continued)

State
intervention/
central planning
(1960s and
1970s)

.

Import-
substitution,
protectionism,
etatism,
industrialization

… inward-
looking
protectionist
policies.

 (1) and (2)
match to a
large extent.
Late comer
in
implementing
Keynesian
policies.

Neo-Liberal
Transition

(1980-2001)

Liberalizing
foreign trade,
export-led
strategy, capital
account
liberalization.

Washington
Consensus,
deregulation,
fiscal discipline,
trade
liberalization.

 (1) and (2)
match to a
large extent

Post Crisis
(2002-    )

Regulatory
policies.

Post-Washington
Consensus.

 (1) and (2)
match to a
large extent

Source: Thorbecke (2006) and Öni  and enses (2007).

3.5 A Review

Highlighting the economic histories of the four countries covered in this

study, was an attempt to figure out, when and how the neo-liberal transformation

occurred; which actors were dominant in the transformation process; what the

respective roles of the domestic and external actors were and finally whether the

individual country experiences matched with the breaking points of development

economics or not. These brief histories of the countries will provide the groundwork

on which further analysis will be developed in subsequent chapters. However, it is

also possible to arrive at some nascent conclusions by comparing these countries on

an economic historical basis.

First of all, some of these countries display similarities in their almost 50

years of economic development. Experiences of Argentina and Turkey in

implementing neo-liberal policies and bearing the consequences have been the
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subject of numerous studies so far31.The economic crisis in Turkey and Argentina

were the results of similar policies and contributed to the criticisms leveled against

international financial institutions on grounds of their unsuccessful guidance of

developing country economies.

Apart from the economic resemblance, these two countries have also

exhibited close political similarities.  Military interventions also have an important

place in their histories, particularly in paving the way for the initiation of neo-liberal

transformation.

China appears to be unique among the four countries. Although the others

have eventually ended up to fully implement neo-liberal policies, China has invented

a peculiar type of liberalism in the context of its socialist regime. On the other hand,

as  China  and  Poland  both  come from a  socialist  tradition,  their  economic  practices

give  the  opportunity  to  make  an  evaluation  between  the  relative  effectiveness  of  a

gradual or a shock-therapy transition to liberalism.

There are common characteristics of the four countries apart from their

bilateral  similarities.  In  all  of  the  four  countries,  there  were  important  domestic

actors or leaders who were influential in the initiation and conduct of the liberal

reform/transition process. In Argentina, Menem and Cavallo; in China Deng

Xiaoping; in Poland Balcerowicz and Solidarity; and in Turkey Özal were important

actors, with whom the reform or transition processes are remembered. On the other

hand, although with different intensities, international organizations have also been

involved  in  the  economic  policies  of  each  of  the  four  countries.  The  IMF  and  the

World Bank have actively participated in economic decision making processes in

Argentina and Turkey since 1960s; and in Poland since 1990s. The WTO

membership has also been important in international economic relations of these

countries.

As mentioned before, this historical comparison does not provide a sufficient

basis  for  answering  all  the  research  questions  of  the  study.  However,  while

comparing the various development indicators, it will be useful to take into

consideration the developments in these countries in the economic and political

realms to better comprehend the full complexity of their performance.

31 See Öni  (2004) and Koyuncu and enses (2008).
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CHAPTER 4

DEFINING DEVELOPMENT THROUGH INDICATORS

In  this  chapter,  development  will  be  defined  on  the  basis  of  twenty  one

indicators. These indicators will be briefly overviewed and discussed together with

their significance and implications for development.

4.1 The Limitations of Per Capita Growth and Introduction of the

Social Indicators

The evolution of development economics was accompanied by a change over

time in the definition of development. In particular, this change has occurred towards

carrying the concept of development to the social realm. This definitional change has

had important implications mainly in applied areas such as comparative development

studies, in which development is analyzed through indicators defining the concept of

development.

As already mentioned in Chapter 2, a major source of dissatisfaction

regarding the development economics was the overemphasis on growth as a

development indicator. As it is stated in the United Nations Development Program

(UNDP) Human Development Report (1990), there was confusion between the

means and the ends; the growth of the per capita income was regarded as the ultimate

objective in development and “it was assumed that well-being would follow

automatically from economic growth.” (Human Development Report, 1990: p.104).

However  experience  has  clearly  shown  that  even  a  high  rate  of  growth  did  not

guarantee the solution of problems existing in the social sphere.
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According  to  Mc  Granahan  et  al.  (1972),  per  capita  national  income  as  a

development indicator had some inherent weaknesses. For instance, “as an

aggregative concept, it does not reflect structure and distribution.” (Mc Granahan et

al., 1972: 7). Therefore, it is expected that different countries would be equally

developed, “if they have the same per capita income, whatever the contents of their

development” (Mc Granahan et al., 1972: 7). Nevertheless, the case has never been

that simple.

Seers (1972), regarded the effort to use growth as the single aggregative

indicator as “a preference for avoiding the real problems of development” (Seers,

1972: 22) and argued that poverty, employment and inequality should be the main

areas of concern when discussing development. According to Seers, indicators like

“adequate educational levels (especially literacy), participation in government and

belonging to a nation that is truly independent, both economically and politically” are

important, as well. However, he emphasizes that the priority should still be given to

the elimination of undernourishment, unemployment and inequality.

Although this displeasure with growth became more visible in the 1960s and

1970s, there were certain early works which began to take social aspects of

development into account. The attempts to broaden the concept of development, by

emphasizing levels of living, within the United Nations (UN) go back to mid-1950s.

As stated in the preface of UN Handbook on Social Indicators (1989):

Since its inception, the United Nations has been concerned
with  issues  of  development,  levels  of  living  and  related
social, economic and environment conditions, pursuant to the
promotion of “higher standards of living, full employment
and conditions of economic and social progress and
development”… Towards this end, the Report on
International Definition and Measurement of Standards and
Levels of Living prepared by en expert group was published
in 1954, and followed by the publication in 1961 of
International  Definition  and  Measurement  of  Levels  of
Living;  An  Interim  Guide  …  (UN  Handbook  of  Social
Indicators, 1989: iii).

In the 1954 report, twelve components of levels of living were described and

it was recommended to seek for the indicators of these components when measuring

development, which included, social indicators like health, food and nutrition,
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education, work conditions, social security and employment. In the second report,

some of these indicators were revised and some were eliminated (McGranahan et al.

1972: 28).

In  another  important  work  in  the  field  of  measuring  development,  Adelman

and Morris (1967) mentioned that their analysis was “an attempt to gain more precise

empirical knowledge about the interdependence of economic and non-economic

aspects of the development process” (Adelman and Morris 1967: 4). In this study

apart from quantitative indicators, there were indicators which represented the

qualitative features of the countries. By dividing these indicators in three sub-groups

as socio-cultural, political and economic indicators, they defined development and

carried out their analysis on that basis.

The increased recognition of the importance of socio-economic indicators for

development thought led to a revision in the development approaches of other

international institutions, albeit to a lesser extent. World Bank has issued World

Development Reports since 1978. There was recognition of the multi-dimensional

character of development by this institution. In the reports, however, pro-growth

sentiments could still be felt. For instance, the title of the 1980 report was “Poverty

and Human Development”. Although social aspects of development like education

and nutrition were given importance in this report, these factors’ potential

contribution to growth seemed as the underlying reasoning.

Coming to the 1980s, although there was considerable progress on the

theoretical front of development economics, developing countries have faced

formidable difficulties in implementing developmentalist policies. The growing

realization of the importance of socio-economic development was overshadowed by

neo-classical resurgence in development economics and by increased tendency of

developing countries to resort to liberal policies:

Suddenly, the achievement of external (balance-of-payments)
equilibrium and internal (budget) equilibrium became the
overarching objectives and necessary conditions to the
restoration of economic growth and poverty alleviation. The
debt crisis converted the 1980s into the ‘lost development
decade’. Before the development and poverty alleviation path
could be resumed, the Third World had to put its house in
order and implement painful stabilization and structural
adjustment policies (Thorbecke, 2006: 15).
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On the other hand, in 1990s, the United Nations Development Program

(UNDP) started to publish the Human Development Reports. Emphasis has turned to

human wellbeing with its social aspects. The concept of human development was

defined by the UNDP in the following way:

Human development is a process of enlarging people's
choices. The most critical ones are to lead a long and healthy
life, to be educated and to enjoy a decent standard of living.
Additional choices include political freedom, guaranteed
human rights  and  self-respect  (Human Development  Report,
1990: 10).

UNDP created a Human Development Index (HDI) in accordance with the main

themes  of  the  Human  Development  Reports.  In  the  first  report  in  1990,  HDI  was

calculated using three indicators, which were life expectancy, literacy and GDP per

capita, referring to three dimensions which are health, education and income.  In

1992, education dimension was enriched by the addition of the mean years of

schooling. Now, HDI consists of:

(i) A long and healthy life as measured by life expectancy at birth,

(ii) Knowledge, as measured by the adult literacy rate (with two-thirds

weight) and the combined primary, secondary, and tertiary gross

enrollment ratio (with one-third weight)

(iii) A decent standard of living as measured by GDP per capita in purchasing

power parity (PPP) terms in US dollars. (HDR 2007/2008: 356).

Apart  from  HDI,  there  are  other  indexes  created  by  the  UNDP.  Human

Poverty Index (HPI) was first introduced in the Human Development Report (1997).

Now there  are  two different  HPI  indexes:  HPI-1  and  HPI-2.  HPI-1  is  composed  of

probability at birth of not surviving to age 40, adult illiteracy rate, percentage of

population not using an improved water source and percentage of children under

weight-for-age. HPI-2 contains probability at birth of not surviving to age 60,

percentage of adults lacking functional literacy skills, percentage of people living

below the poverty line and long-term unemployment rate. 32

32 In the second index, in addition to the three dimensions of the previous index, which are a long and
healthy life, knowledge and a decent standard of living; a social exclusion aspect (long-term
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Gender-related Development Index (GDI) and Gender Empowerment

Measure (GEM) are the other two indexes that were introduced in the 1995 Human

Development Report. GDI can be interpreted as the gender-weighted form of HDI

and aims to point out the inequalities between women and men in indicators like life

expectancy, literacy and estimated earned income. GEM is related more with the

inequality of women and men in the political and economic participation and

decision making. The index consists of female and male shares of parliamentary

seats, shares of positions as legislators, senior officials and managers, shares of

professional and technical positions and female and male estimated earned income.

It must be noted that there are indices older than the HDI, since measuring

development  with  indices  has  always  been  a  preferred  way.  McGillivray  and

Noorbakhsh (2004) enumerated some composite indices that could be regarded as the

antecedents of HDI, such as UNRISD Level of Living Index (1966), UNRISD

Socioeconomic Development Index (1970), General Index of Development (GID)

(McGranahan et al. 1972), Physical Quality of Life Index (1979) and Human

Suffering Index (HSI) which all emphasized a broader understanding for

development than simply material enrichment.

With the new millennium, a new initiative was put into practice. Millennium

Development Goals (MDGs) were developed from the Millennium Declaration

which was an outcome of the UN Millennium Summit held in September 2000. The

eight Millennium Development Goals (MDGs), which were to be achieved by 2015

are to (i) eradicate extreme poverty and hunger, (ii) achieve universal primary

education, (iii) promote gender equality and empower women, (iv) reduce child

mortality, (v) improve maternal health, (vi) combat HIV/AIDS, malaria and other

diseases, (vii) ensure environmental sustainability, (viii) develop a global partnership

for development. 33

It is obvious that growth alone is inadequate as an indicator of development.

However, adopting a multi-indicator approach is also surrounded by a number of

difficulties. First, despite the progress made in this field following the modification

unemployment rate) was added. See Human Development Report 2007/2008 Technical Note for the
details of these indexes.
33  See “United Nations Millennium Declaration, Resolution Adopted by the General Assembly
(2000)” or “Road Map Towards the Implementation of the United Nations Millennium Declaration,
Report of the Secretary-General  (2001)” for details.
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by international institutions of their development perception, multi-indicator

definition of development can fall into the same trap that growth as an indicator did

before. The trap pertains to the “unhistorical development” concept. Using the same

criticisms leveled against Rostow’s “stages of growth approach”, it can be asserted

that the belief that progress in some indicators automatically renders a country more

developed is a naive hope. No matter what, a multi-indicator development definition

is much more realistic than using only growth to measure it, but the context and

setting to which development perception refers to is also important.

For instance, MDGs are good targets and reflect the multi-dimensional,

multi-indicator development approach. Nonetheless, as Clemens and Moss (2004)

mentioned, MDGs “could turn real development successes into imaginary failures.”

(Clemens and Moss, 2004: 3). They give Burkina Faso as a convincing example:

Burkina Faso, for instance, has net primary school enrollment
of around 40 to 45%. Should it be termed success or failure if
wise governance, aid and other types of engagement allow
the  country  to  reach  only  60%  enrollment  by  2015?  Such  a
feat would be extraordinary by historical standards, but a
patent failure according to the MDGs. It took the United
States over a century to make the transition from Burkina
Faso’s current enrollment rate to universal primary schooling.
Would it not energize the development community more to
celebrate Burkina Faso’s performance than to condemn it as
disaster? (Clemens and Moss, 2004: 3).

The composite indices and multi indicator development measuring efforts are

confronted  with  a  number  of  technical  difficulties,  as  well.  Data  availability,

comparability and quality constitute the most formidable of these difficulties.

Usually it is hard to find data for every country, for every development indicator, and

for every year. There are also difficulties of making international comparisons of

development indices arising from the fact that indicators are often calculated

differently in different countries.

This study is also confronted with similar problems and limitations. To avoid

some of these difficulties that composite indices confront, this study will be based on

an examination of individual indicators rather than a composite index of

development. In an effort to reduce the difficulties arising from data availability,

comparability and quality, “standardized” data on indicators defined and published
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by international institutions such as the ILO, UNESCO, UN, UNDP, and the World

Bank are used. However, data for some indicators are unavailable from these

sources. Although this presents some risks of misinterpretation of our comparative

study, such a risk has to be accepted since the major tool to evaluate development in

this study is data comparison.

4.2 Indicators

This study, by comparing the development indicators of four countries, aims

to examine the changes in these following indicators before and after the rise of neo-

liberalism. The comparison is also expected to shed light on, whether

(i) the  experiences  of  the  countries  are  unique  or  they  display  strong

similarities,

(ii) the followers of the dominant development discourse or those that

diverge from it exhibit higher development performance,

While selecting the indicators, the study has adopted the multi-dimensional

development perception. Therefore, along with easily quantifiable economic

indicators, more qualitative but also measurable social indicators were chosen.

Furthermore, indicators that are responsive to liberalization, namely indicators that

possess the potential of an observable change in their trend which moved along with

the level of liberalization, represent a large number of the indicators. This is a

necessary choice as one of the objectives of this study is to examine the relationship

between liberalization and development indicators.

What is regarded as development in this study is defined by the twenty one

indicators as shown in Table 5.

4.2.1 Economic Indicators

Labor Force Participation Rate (LFPR): By ILO definition,  the labor force

participation  rate  is  “a  measure   of   the   proportion   of   a   country’s  working-age

population   that   engages   actively  in   the   labor   market,  either   by   working   or

looking  for work;  it  provides  an  indication  of the  relative  size  of  the  supply  of
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labor available  to engage  in  the production of goods and  services. “ (ILO KILM

database)

LFPR, unlike population and labor force, is a structural indicator. Here, the

increase in the number of people participating in the labor force is important, not

simply the increase in population, or the increase in the population between ages 15-

64.

Female Labor Force Participation (FLFPR): Although it is placed under the

economic indicators headline, women’s participation in labor force has highly

important  social  implications  as  well.  The  portrait  of  FLFPR  is  expected  to  be

different  as  the  level  of  development  changes.  As  it  is  stated  in  ILO  KILM  5th

Edition Database:

Labor force participation is generally lower for females than
for males in each age category. At the prime working age, the
female rates are not only lower than the corresponding male
values, but often exhibit a somewhat different pattern. During
this period of their life-cycle, women tend to leave the labor
force to give birth to and raise children, returning – but at a
lower rate – to economically active life when the children are
older. In developed economies, the profile of female
participation is, however, increasingly becoming similar to
that of men and the rates are also approaching male levels
(ILO KILM 5th Edition Database).

Trade Union Membership: Trade unionization is related to the level of

democratization of a country. A high unionization rate implies a fairer environment

in industrial relations and the participation of workers in the decision making

process. As argued also by Lawrence and Ishikawa (2005: 3), it has considerable

importance as an indicator of social dialogue.

Unemployment: Unemployment is one of the major problems that needs to be

tackled on the way to development. An employment-generating development implies

a longer term improvement in the economy. Unemployment also has highly

significant social implications. As Seers’ has succinctly argued:

Another basic necessity, in the sense of something without
which personality cannot develop, is a job.  …i.e.  to  be
chronically dependent on another person’s productive
capacity, even for food, is incompatible with self respect for a
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non-senile adult, especially somebody who has been
spending years at school, perhaps at university preparing for
an economically active life (Seers, 1972:23).

Table 5: Development Indicators

DEVELOPMENT INDICATORS

ECONOMIC SOCIO-ECONOMIC GOVERNANCE AND
OTHERS

1. Labor Force
Participation Rate

2. Female Labor Force
Participation Rate

3. Trade Union
Membership

4. Unemployment

5. Growth of GDP per
Capita

6. Share of Agriculture,
Industry and Services in
Total GDP

7. Export Structure

8. Poverty

9. Income Distribution

10. Share of Education
and Health in
Government Expenditure

11. Infant Mortality

12. Life Expectancy

13. Primary School
Enrollment

14. Adult Literacy

15. Urban Population
/Total Population

16. Population Growth

17. Governance indicators

18. Crime Rate

19. Central Bank
Independence

20. Corruption Perception
Index

21. Political Participation
Rate

Source: Based on the text.

GDP Growth per Capita: There has been a lot of debate going on about per

capita income growth’s adequacy as a development indicator. Nevertheless, with

complementary indicators, the importance of this simple indicator, taking into

account the growth of both production and population, is beyond doubt.
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Share of Agriculture, Industry and Services Sectors in GDP: The sectoral

composition  of  GDP  is  also  important  to  determine  the  development  level  of  a

country. It is widely accepted that the least developed countries are more agriculture-

oriented and as the level of development increases the share of industry and services

increase. This indicator provides an opportunity to find out if this common

perception is factual. 34

Export Structure: It is often argued that less developed countries in general

concentrate on agricultural raw material exports and can not change this pattern quite

easily under dependency conditions. Exports by developed countries, on the other

hand, include capital goods and high tech products. Therefore, export structure can

be a meaningful indicator of development.

4.2.2 Socio-Economic Indicators

Poverty: Poverty  is  perhaps  the  most  self-explanatory  one  among  all  these

indicators. It is the most important and urgent problem that should be eliminated. In

this study poverty will be measured using three criteria: National poverty, two

international poverty lines: population below 1 $US per-day and below 2 $US per-

day.

Income Distribution: Equality in income distribution is the most crucial

indicator that complements the usage of growth as an indicator of development, since

growth in per capita income does not give any idea about whether this increasing

income is distributed evenly or accumulating in the hands of a minority. As the Gini

index as a summary measure of income distribution, does not, however, reflect the

full picture about income distribution, it is supplemented by data on the income

shares of the poorest and richest 10% and 20% of the population.

Share of Education and Health in Government Expenditure: Despite efforts

under liberalism to reduce the role of government in economic life, education and

health are generally accepted as services in the provision of which the government

should play a major role. Recent tendency in many countries for privatization of

34 Although its conposition may differ, the share of services sector is also high in developing
countries.
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these services, may lead to the exclusion of many people from having access to them.

This may require increased budgetary allocation to these services. Although there is

no generally accepted perception about the relationship between the share of these

services in budgetary expenditures and the level of development, this study expects a

close correlation between the two.

Infant mortality: This indicator is defined by the World Health Organization

(WHO) as  ”the  number  of  children  who die  before  one  year  of  age  in  a  given  year

divided by the number of live births in the same year” which is expressed as deaths

per 1,000 live births (WHO Western Pacific, Country Health Information Profiles,

2008: 553) This rate is correlated with many of the major requirements of social

development like poverty, health and nutrition and may also give an idea about the

existence of government policies to prevent it.

Adult literacy: UNESCO defines adult literacy as “the percentage of

population aged 15 years and over who can both read and write with understanding a

short simple statement on his/her everyday life.” (UNESCO Educational Indicators

Technical Guidelines, 2003: 3) In UNESCO Literacy Report 2008, it is mentioned

that

… literate parents are more likely to keep their children healthy and send
their children to school; literate people are better able to access other
education and employment opportunities; and, collectively, literate
societies are better geared to meet development challenges (Literacy
Report, 2008: 9).

This argument provides further support for the argument that “in addition to

seeing literacy as a basic human right, there are assumed to be a set of benefits that

are derived from literacy” (Literacy Report, 2008: 11).

Life Expectancy at Birth: This indicator is defined by the WHO as “the

average   number   of   years   a   newborn   baby   is   expected   to   live   if  mortality

patterns at  the  time of  its birth were  to prevail  throughout  the child’s life” (WHO

Western Pacific Country Health Information Profiles: 2008, 553). Like infant

mortality,  an  increasing  life  expectancy  is  also  closely  related  with  social

development.

Primary School Enrollment: Primary school enrolment is another important

social indicator. Since education is a fundamental human right, every person should

at least be provided with primary school education. When this indicator is low, this
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certainly gives an idea about the development level of a country, because if this

country is having difficulty in sending its children to primary school, this implies

many aspects related to development. For instance, the country may lack enough

primary education infrastructures, such as schools, teachers and teaching equipments.

Likewise, people may be very poor to afford the expenditures necessary for sending

their  children  to  school  and  keeping  them  at  school.  One  way  or  another,  this

indicator is directly related with the level of development.

Urban Population Rate: During the past several decades there has been a

sharp increase in urban population in developing countries.  Such a rapid pace of

urbanization has important consequences both positive and negative. As it was

mentioned in HDR 1990:

Cities in the developing countries today present many
contrasts. They contribute to human development – as well as
constrain it. They are centres of affluence - as well as
concentrations of poverty. They bring out the best in human
enterprise - as well as the worst in human greed. They
contain some of the best social services available in the
country.  But  they  are  also  host  to  many  social  ills  -
overcrowding, unsanitary living conditions, drug addiction,
alienation, social unrest and environmental pollution (HDR,
1990: 85).

This indicator gives us the chance to evaluate the relation between

urbanization and development.

Population Growth: Referring to the demographic transition model 35

population growth is an important indicator in analyzing development. During

demographic transition, sectoral composition of production as well as social

indicators may undergo significant changes. For instance, in countries that are at the

beginning of demographic transition, agriculture is expected to be the dominant

sector. Population growth thus has important implications for the level of

development.

35 This model explains the transition of countries from high birth and death rates to low birth and
death rates, as the countries develop from a pre-industrial and agrarian economy to an industrialized
one.
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4.2.3 Governance and Other Indicators

Governance Indicators: The notion of good governance has emerged as one

of the most important concepts in development in recent years. Weiss (2000) argued

that, “discourse about good governance was linked to new policies in those countries

receiving development assistance or investments from international lending agencies.

(Weiss, 2000: 801).

As  the  concept  was  more  in  the  axis  of  the  attenuation  of  the  state  and

political  liberalization  when  it  first  came  up  in  world  politics;  today  the  content  of

the notion has altered towards a broader context. As Weiss (2000) has stated:

… the original debate about good governance was cast as the
antithesis of state dominated economic and social
development of previous decades, today’s is less about
jettisoning state institutions than improving and reforming
the functioning of democratic institutions, including the
‘deepening’ of democracy and exploring more active and
creative  roles  for  non-state  actors.  Leaders  are  being  held  to
higher standards of accountability, and they have to contend
with  the  forces  of  globalisation.  But  there  is  less  faith  in  a
blanket prescription to roll back the state (Weiss, 2000: 803).

A full evaluation of the concept of governance with a view of establishing

whether it embodies an altogether new and useful approach is beyond the scope of

this  study.  Here  it  is  dealt  only  with  one  governance  indicator,  The  Worldwide

Governance Indicators (WGI) Project’s governance indicators, as an indicator of the

level of development.

 Kaufman et al (2008) define governance as in the following:

We define governance broadly as the traditions and
institutions by which authority in a country is exercised. This
includes the process by which governments are selected,
monitored and replaced; the capacity of the government to
effectively formulate and implement sound policies; and the
respect of citizens and the state for the institutions that
govern economic and social interactions among them
(Kaufman et al. 2008:7).
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These indicators measure six dimensions of governance: Voice and

Accountability, Political Stability and Absence of Violence/Terrorism, Government

Effectiveness, Regulatory Quality, Rule of Law, and Control of Corruption. 36

Crime rate: As a social indicator, crime rate is an important indicator, since it

gives an idea about many aspects of social life in a country. Basic human security is

very  important  and  “not  being  the  victim  of  violence  of  physical  or  other

intimidation would appear to be a universal value.” (McGillivray and Noorbakhsh,

2004: 4)

Corruption Perception Index: This index is created by a civil society

organization, “Transparency International”. This social initiative defines this effort in

the following way:

The Transparency International Corruption Perceptions Index
ranks countries in terms of the degree to which corruption is
perceived to exist among public officials and politicians. It is
a composite index, a poll of polls, drawing on corruption-
related data from expert and business surveys carried out by a
variety of independent and reputable institutions
(Transparency International Website).37

Corruption is defined “as the abuse of public office for private gain” which can be

specified by for instance: “bribery of public officials, kickbacks in public

procurement, embezzlement of public funds or questions that probe the strength and

effectiveness of anti-corruption efforts, thereby encompassing both the

administrative and political aspects of corruption.” (Transparency International

Website)38

There is a belief that developing countries are more corrupt than developed

ones, since they have weak fiscal controls, irresponsible politicians and unreliable

bureaucratic organizations. This indicator will throw some light on the rationality of

this view.

Political Participation Index (PPI): What is defined as the political

participation rate in this study is the ratio of total votes cast to the voting age

36 For details of these indicators see Kaufmann et al. (2008)

37 http://www.transparency.org/policy_research/surveys_indices/cpi/2007/faq#general1

38 http://www.transparency.org/policy_research/surveys_indices/cpi/2007/faq#general1

http://www.transparency.org/policy_research/surveys_indices/cpi/2007/faq#general1
http://www.transparency.org/policy_research/surveys_indices/cpi/2007/faq#general1
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population in parliamentary elections created by the International Institute for

Democracy and Electoral Assistance.

Apart from political participation having strong human rights ramifications,

this indicator is very much related with the traditions of democracy within a country.

This ratio measures the tendency among the voting age population to participate in

the elections. Therefore it is expected to give an idea about the representation rate of

the population and in another sense the proportion of people excluded from political

participation. Of course, one should not immediately jump to the conclusion that all

the people who do not vote in elections are necessarily excluded from political life.

However it becomes more meaningful when taken into consideration in conjunction

with other indicators.

Central Bank Independence: Central bank independence means autonomy

from the influence of the government. For the sake of price stability, central bank is

envisaged to operate independently from the government; since government’s

priorities may be a source of inflationary pressures.

This subject has been widely debated in the context of the accountability of

central banks and the lack of a firm relationship between central bank independence

and low inflation. As an important concept of the current development discourse,

central bank independence is measured by Cukierman’s “Legal Central Bank

Independence Index” which is used as the central bank independence indicator in this

study (Cukierman et al., 1992).

Following in the tradition of a large number of comparative studies for

different countries or regions on the basis of individual or composite development

indicators,39 in the next chapter a comparative analysis of the development indicators

of  the  four  countries  on  the  basis  of  twenty  one  indicators  is  conducted.  This

comparison is hoped not only to be complementary to the historical background

provided in the Chapter 3 but also help to answer the basic research questions of the

study.

39 See Van der Lijn (1995) as an example.
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CHAPTER 5

DEVELOPMENT INDICATORS IN THE FOUR
COUNTRIES- A COMPARATIVE PERSPECTIVE

5.1 The Data, Statistical and Conceptual Problems

5.1.1 Data Shortcomings

In  obtaining  the  data  that  is  used  in  this  chapter,  there  were  a  number  of

difficulties arising mainly from problems in data availability, data quality and data

comparability across countries and across time.

Data Availability: For some indicators data for some years or for some

countries are either non-existent or simply not available. The data difficulties were so

immense that to find suitable data for a certain country, for every indicator and every

year was an exceptional case. The dearth of available data, apart from constraining

our  efforts  in  this  chapter,  also  gives  a  clear  idea  about  the  evolution  of  the

development discourse. Availability of data seems to have gone hand in hand with

the emergence of new spheres of concern reflecting the changes in the meaning of

development over time and new indicators gaining prominence. For instance, the

lack of reliable data on unemployment, income distribution and poverty for the

period before 1980, can to some extent be explained by the fact that survey data for

these indicators began to be available after the mid-1970s only after these subjects

started to receive attention and be part of the development discourse in the late

1960s.

Data Quality: Beyond the question of data availability, there were problems

regarding the quality of the existing data. Our efforts to overcome these difficulties

by using primary sources such as the data bases of reputable international institutions

should not conceal the fact that problems associated with data availability and quality

is  a  sign  of  the  neglect  by  policy-makers  of  key  development  issues  over  long

periods of time.
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Data Comparability: Using somewhat standardized data published by

international institutions have to some extent reduced the problems of comparing

different indicators across countries. However, these data are often obtained from

national sources and in the absence of data from international sources, national data

with diverse coverage, definition, and techniques of calculation were used, which

leaves the comparability issue largely unresolved. Although these problems were

tried to be minimized, this problem should be kept in sight when interpreting the

results.

5.1.2 Conceptual Issues

In assessing levels of development, this study does not construct a composite

index. Composite indices, although they have the advantage of presenting complex

indicators as a simple index are also surrounded by serious shortcomings related

foremost to their vulnerability to the data inadequacies mentioned above. Moreover,

they may have the additional disadvantage arising from the fact that “the information

on individual indicators gets lost and … the appropriate weighting scheme for the

selected indicators is far from clear” (Lijn, 1995: 3). Weights used in composite

indices can also be value-laden as Harkness (2004: 2) has stated. Harkness also raises

the meaningful question of how to interpret the change in the composite index when

one of the indicators forming the index goes up and the other goes down. 40

Because there is large number of indicators analyzed in the study, the method

followed in this study will be a simple comparison with emphasis on each individual

indicator rather than constructing a composite index. Such a choice will save us from

confronting the deficiencies of such composite indexes, most notably the immense

weighting problems.

5.2 Unique or Similar Experiences

The first concern of the study in comparing the indicators of the four

developing countries for the past 50 years is to observe the uniqueness or similarities

40 See Srinivasan (1994) for further criticism about data and index deficiencies.
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among the changes in those indicators over time. It is hoped that this attempt will

throw considerable light on the question of whether there is a common development

path followed by the four countries or not.

The trends in these indicators are also important, since the degree with which

they overlap with the changes in development discourse is another area of concern

for the present study. It is expected to extend the general historical analysis about

individual country experience in light of shifts in development discourse in the

second and third chapters by a much more detailed comparative analysis in this

chapter on the basis of various development indicators presented in the form of tables

and figures.

If the changes in the indicators show similar characteristics; for instance, if

same indicators display similar progress or worsening for two or more countries, for

certain periods of time; a judgment will be made about the parallelism between the

experiences.

5.2.1 Economic Indicators

5.2.1.1 Labor Force Participation Rate

The pre-1980 data is not available for the LFPRs, therefore the comparison

could not be started from earlier years. At a glance, it is observed from Table 6 and

Figure 1 that Argentina has experienced an increasing LFPR, unlike the other three

countries. The main factors behind this rising trend can be traced to the programs

aimed at expanding the labor force. Argentina has been one of the experimental

countries for the implementation of the Employer of Last Resort41 (ELR) programs.

Argentina, tried to deal with unemployment by establishing the Trabajar program.

The first phase of the program began in 1995-96, during the Tequila crisis, the next

was put into practice during 1997-1998 and the final phase was accomplished in

2002. This program provided short-term work at low wages for unemployed people

in the poor families and thereby aimed to reduce unemployment (Jalan and Ravllion,

1999: 11).

41 This program simply refers to the case that “government acts as the employer of last resort, hiring
all the labor that can not find private sector employment (Tcherneva and Wray, 2005: 4)
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In April 2002, another program called Jefes was implemented, which aimed

to replace and go far beyond Trabajar. Though the program attracted many criticisms

along with the praises, it seems to have contributed to the rise in LFPR, particularly

in the 2000s.

Table 6: Labor Force Participation Rate (% of total population, ages 15-64)

Argentina China Poland Turkey
1980 57.7 84.4 71.6 58.3
1981 57.9 84.2 71.8 58.9
1982 58.2 84.1 71.9 59.8
1983 58.6 84 72 59.7
1984 58.6 84 72 59.9
1985 58.8 84 71.9 60.3
1986 58.9 84 71.8 59.9
1987 58.9 84 71.7 60.4
1988 59 84 71.6 61.1
1989 59.1 84.1 70.9 61.8
1990 59.2 84.2 70.3 60.7
1991 63.3 84.2 69.6 60.4
1992 63.5 84.2 69 59.4
1993 63.8 84.3 68.5 55.7
1994 64.1 84.3 67.6 58.1
1995 64.5 84.3 66.4 57.4
1996 64.9 84.2 65.8 57
1997 65.4 84.2 65.3 55.8
1998 65.9 84 65 55.8
1999 66.4 83.9 64.1 55.7
2000 66.9 83.6 64.7 52.8
2001 67.3 83.3 64.7 52.7
2002 67.8 82.9 63.8 52.6
2003 68.2 82.4 63.7 51.3
2004 68.6 82 63.6 51.8
2005 69 81.6 63.9 51.6

Source: Key Indicators of the Labor Market Dataset (KILM), International Labor
Organization (ILO)

LFPR in China has been by far the highest among the four countries and has

shown little change over time, with a slight decrease towards the end of the period.

According to the comprehensive study of Maurer-Fazio et al. (2005), this slight fall

is  the  result  of  the  drop  of  urban  male  and  female  LFPR.  This  study  attributes  this

fall to factors such as the increasing returns to education (particularly for the young
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population), the increasing per capita income which creates a positive income effect

(particularly for the married urban population) and also massive number of layouts

from the state-owned enterprises in mid-1990s.

For Poland, since the beginning of the 1990s, which represents the beginning

of transition, the decline in LFPR is more noticeable. Apart from the transitional

causes, like the elimination of state enterprises, this declining LFPR may also be the

result of aging and negative rate of growth of population in Poland. As stated by

Bijak et al. (2007), the ratio of the economically active population aged 15 years or

more  to  the  inactive  population  in  the  retirement  age  (65  years  or  more)  has  a

decreasing trend. This may explain the reducing participation in the labor force.
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Figure 1: Labor Force Participation Rate
Source: Based on Table 6

For Turkey, there is a downward trend in LFPR, which has become more

significant since the beginning of 1990s. In Tansel (2001), the rise in school

enrollment at all level of schooling and, in particular, the extension of compulsory

schooling  from  five  to  eight  years  which  has  adversely  affected  the  labor  force

participation of the young population are mentioned as the main reasons behind this

decline in LFPR. The change in allocation of labor force among urban and rural areas

may  also  have  played  a  role  in  this  decline.  As  a  result  of  the  dislocation  of  labor

from agriculture to other activities in urban areas, many people, particularly women

may have withdrawn from the labor force.
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The rise in LFPR in Argentina was accompanied by a decline in the other

three countries. However, on the basis of the foregoing discussion, it can be claimed

that there are both common and country-specific reasons behind the changes in

LFPR.

5.2.1.2 Female Labor Force Participation

As in the case of total labor force participation rate, female labor force

participation (FLFPR) data is also available for the period since 1980. Our

comparisons will therefore again cover that period.

According to the data in Table 7 Argentina stands out among the four

countries as a success story, its FLFPR has doubled during the past twenty years.

Although there was a slight rising trend also in the 1980s, this achievement probably

owes it mainly to the Trabajar program in the 1990s, According to Tcherneva and

Wray (2005), also 64 percent of the total Jefes beneficiaries were women which

shows that women’s labor force participation in 2000s may have been increased as a

result of their high participation in the program.

For China, as in the case of LFPR, there is a very slight decrease in FLFPR.

According to Maurer-Fazio, et al. (2005), this small decrease is due to the fall in

urban female participation among the young women as a result of high returns to

education, and also the income effect (among married women) mentioned earlier.

Moreover in rural areas, displacement of young women out of agriculture is a factor

to decrease the FLFPR.

Both from Table 7 and Figure 2, it can be detected that for Turkey there is

also a clear declining trend since the 1980s. It seems that the change in the sectoral

distribution of female population is the most important cause of the fall in FLFPR in

Turkey. As stated in Tansel (2001):
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Table 7: Female Labor Force Participation (% of total population ages 15-64)

Argentina China Poland Turkey
1980 30.9 77.3 67.7 48.3
1981 32 77.1 67.6 46.7
1982 33.1 76.9 67.3 45.2
1983 34.4 77.2 67 43.6
1984 35.6 77.5 66.7 42.1
1985 36.8 77.7 66.4 40.5
1986 38.2 78 66.1 39.1
1987 39.5 78.3 65.8 37.6
1988 40.8 78.6 65.5 36.1
1989 42.2 78.9 65.3 38.2
1990 43.5 79.2 65.1 36.2
1991 44.9 79.2 63.6 36.2
1992 45.3 79.2 62.2 34.6
1993 46.2 79.2 61.8 28.5
1994 47.1 79.2 61.2 33.1
1995 48.9 79.1 60 32.7
1996 49.6 79 59.5 32.3
1997 50.1 78.9 58.9 30.4
1998 51.1 78.6 58.6 30.7
1999 52.8 78.4 58.8 31.4
2000 54.3 78.1 59 27.9
2001 56.1 77.6 59.1 28.5
2002 58.3 77 58.1 29.4
2003 59.3 76.5 57.9 28.1
2004 59.9 76.2 57.7 29
2005 61.1 75.8 57.5 28.9

Source: World Development Indicators (WDI) Database, the World Bank

The agricultural employment constituted about 71 percent of
the men’s employment and about 96 percent of the women’s
employment in 1955. These percentages declined to about 26
and 59 respectively, in 2000 (Tansel, 2001: 10).

As female employment was heavily concentrated in agriculture, the decline in

the relative importance of agricultural sector has meant a decline in women’s

participation in this sector.  An additional factor contributing to the decline in FLFPR
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was the low pace of employment creation in urban sectors. The fall of female

participation in agriculture could not be compensated by increased female

participation in industry or services. (Tansel, 2001: 10). The extension of compulsory

education is another factor behind the falling rates of FLFPR, particularly in urban

areas.
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Figure 2: Female Labor Force Participation Rate
Source: Based on Table 7

For Poland, the beginning of 1990s represents the start of downward tendency

for FLFPR, as well as for LFPR. As stated in Coyle (2007):

Market transformations affected women’s jobs first and
disproportionately because they were concentrated in a very
narrow band of industries, especially textiles and clothing,
and in state-run public services, including health, education,
and social work that were all subject to early restructuring.
Job loss in these female-dominated labour markets has not
been offset by any significant new employment opportunities
in the private sector, which is distinguished by overt gender
discrimination in employment practices (Coyle, 2007: 7).
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5.2.1.3 Trade Union Membership

For this indicator, data does not shed much light for the situation before 1980

and is highly restricted for Argentina and Poland for the whole period under

consideration. In Poland, after the 1989 transition, union membership has fallen

dramatically (Table 8). As mentioned by Rode (2007), shrinkage of traditional

industries;  people’s  reluctance  to  join  a  trade  union  in  the  face  of  high  rates  of

unemployment can be cited among the main reasons behind this decline (Rode, 2007:

3)

In Argentina, both trade union membership rate and union density has

decreased. The first massive fall in trade union membership was during the Proceso

regime. In 1985, just two years after the end of the military regime, both membership

rate and union density fell dramatically. Since then, a more gradual fall has been

observed.

In China, All-China Federation of Trade Unions (ACFTU) is the only trade

union that exists. Trade unions do not bear much similarity to their counterparts in

Western countries. Prior to the change towards market socialism, membership to

ACTFU was compulsory for urban employees. Now, although it is voluntary,

membership rate is quite high (Table 8). Furthermore, it is compulsory for each

enterprise to have a union. The Chinese type of trade unions is criticized for being

simply a tool of the Communist Party to exert control over the population.

In Turkey, trade union membership has displayed ups and downs since the

mid-1980s with no sign of a stable pattern emerging. The 1980 coup and the

subsequent constitution introduced a highly restrictive environment for labor,

imposing bans and restrictions on union activities and membership. These limitations

were removed to some extent with the regulation in the Trade Unions Law in 1997.

However, despite these changes trade unionization rate is declining. Therefore it can

be argued that trade unions have been weakened during the period under study.
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Table 8:  Trade Union Membership and Union Densities

Argentina
(1)

(Union
Density:
percentage
of
employees
who are
members
of a trade-
union)

Argentina
(2)
(Union
Members/
Wage
Earners)

China
(Union
Membersh
ip as
Percentage
of Total
Paid
Employees
)

Poland
(Union
Membersh
ip/Wage
and Salary
Earners)

Turkey
(Union
Membersh
ip as
Percentage
of Total
Paid
Employees
)

1975 83.3 58.8 n.a  n.a  n.a
1980  n.a  n.a 82.1  n.a  n.a
1981  n.a  n.a 83.6  n.a  n.a
1982  n.a  n.a 85.4  n.a  n.a
1983  n.a  n.a 87  n.a  n.a
1984  n.a  n.a 87.8  n.a 53.9
1985 53.3 36.3 88.4  n.a 61.5
1986  n.a  n.a 89.5  n.a 63.8
1987  n.a  n.a 89.7  n.a 62.9
1988  n.a  n.a 89.6  n.a 63.2
1989  n.a  n.a 90.1 53.1 64.6
1990  n.a  n.a 90.9  n.a 55
1991  n.a  n.a 91.5  n.a 58.1
1992  n.a  n.a 92  n.a 60.8
1993  n.a  n.a 91.7  n.a 63.6
1994  n.a  n.a 90.5  n.a 68
1995  n.a  n.a 91.9 32.9 69.4
1996  n.a  n.a 91.3  n.a 67.8
1997  n.a  n.a 90.3  n.a 66
1998 43.9 25.7 91.7 24,2 67
1999  n.a  n.a 89.7  n.a 68.4
2000  n.a  n.a 90.3  n.a 56.8
2001    n.a n.a  n.a   14.7 58
2002 43.7 24.3  n.a  n.a 58
2003  n.a  n.a  n.a  n.a 57.8
2004  n.a  n.a  n.a  n.a 58.4
2005 n.a n.a  n.a  n.a n.a

Source: Bureau of Statistics ILO, Cardoso for Argentina (2004) and Visser for
Poland (2006).
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In both Turkey and Argentina, military takeovers have had a large adverse

impact on trade unions. The unfavorable environment for trade unions has continued

after the end of military regimes as these regimes have paved the way for liberal

reforms. In Poland, even though the initiative that pushed for the transition was

organized around a trade union; trade unions lost much of their power soon after the

transition. With the possible exception of China, it seems that trade unions have

suffered loss of membership and lost much of their power as an important pressure

group.
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Figure 3: Trade Union Membership
Source: Based on Table 8

5.2.1.4 Unemployment Rate

In  the  absence  of  data  for  the  previous  period,  the  discussion  on  the

unemployment rate is confined to the post-1980 period. The availability of data for

the more recent period may be a reflection of the increased prominence that

employment and unemployment issues gained in development discourse after the

early 1970s.
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Table 9: Unemployment Rate

Argentina China Poland Turkey
1980 2.3 4.9  n.a  n.a
1981 4.5 3.8  n.a  n.a
1982 4.8 3.2  n.a  n.a
1983 4.2 2.3  n.a  n.a
1984 3.8 1.9  n.a  n.a
1985 5.3 1.8  n.a 11.2
1986 4.4 2  n.a  n.a
1987 5.3 2  n.a  n.a
1988 6 2  n.a 8.4
1989 7.3 2.6  n.a 8.6
1990 7.3 2.5  n.a 8
1991 5.8 2.3  n.a 8.2
1992 6.7 2.3 13.3 8.5
1993 10.1 2.6 14 9
1994 12.1 2.8 14.4 8.6
1995 18.8 2.9 13.3 7.6
1996 17.2 3 12.4 6.6
1997 14.9 3 11.2 6.8
1998 12.8 3.1 10.7 6.9
1999 14.1 3.1 12.5 7.7
2000 15.02 3.1 16.1 6.5
2001 17.4 3.6 18.2 8.4
2002 19.6 4 19.9 10.4
2003 15.4 4.3 19.6 10.5
2004 12.63 4.2 19 10.3
2005 10.58 4.2 17.8 10.3

Source: Key Indicators of the Labor Market Dataset (KILM), International Labor
Organization (ILO)

Since  the  1980s,  in  all  of  the  four  countries,  unemployment  rate  has  been

volatile but has been on a rising trend. In Argentina, unemployment reached its

highest level in the mid-1990s (Figure 4).  The first peak matches with the vicious

cycle  of  the  Cavallo  plan  during  the  term of  Menem and also  with  the  unfavorable

environment created by the Tequila effect of the Mexican crisis.
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Unemployment
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Figure 4: Unemployment
Source: Based on Table 9

The second peak is right after the 2001 economic crisis that created huge

unemployment. As indicated in Table 9, the effects of the Trabajar program that was

implemented first in 1995-96, then in 1997-1998 and the third one ending in 2002; as

well as the Jefes program in 2002 seem to have been effective in temporarily

ameliorating unemployment.

For  China,  the  level  of  unemployment  has  followed  a  more  stable  path,

relative to the other three countries.  Although falling initially and then starting to

rise, it stayed below 5% during the whole period. Even though reforms were being

implemented, China was prudent in not creating much unemployment until the late

1990s. As stated in Giles et al. (2004), the reform policy,

… had refrained from privatizing or downsizing state-owned
enterprises or allowing managers to fire urban workers.  In
fact, well into the late 1990s, many municipal governments
continued to help place new graduates in government or
state-sector jobs.  Thus, before the late 1990s, accurate
unemployment rate measurement was unnecessary because
the magnitude of unemployment was too inconsequential to
be a policy concern (Giles, et al., 2004: 1).

WTO accession of China constructed the key motivation for restructuring the

state-owned enterprises, as some liberalization measures had to be implemented to
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fulfill membership requirements of the WTO. As a result, starting with mid-1990s,

layoffs from the state sector formed the major source of unemployment.

Increasing rural-urban migration following the gradual removal of the mobility

restrictions and widening income gap between rural and urban areas, was another

factor contributing to the rise in urban unemployment.

For Poland, after the shock therapy, there was a sharp rise in unemployment,

which reached almost 20% in the 2000s. As Socha and Sztanderska (1999) mention,

“… in the period of transition, economies are subject to various demand and supply

shocks, which may result in a large scale of labor market mismatches.” (Socha and

Sztanderska, 1999: 1) While the unfavorable circumstances caused by the transition

created huge unemployment, the improvement in economic conditions has not

brought about a fall in unemployment beyond temporary improvements lasting only

several  years.  With  its  rising  trend  in  more  recent  years,  unemployment  remains  as

one of the most acute problems of Poland.

Turkey is also confronted with a huge unemployment problem.

Unemployment is very sensitive to the downturns of the economy.  Unemployment

reached a two-digits level after the 2001 crisis and has remained high since then

(Table 9). Rural- urban migration and the slow pace of employment creation despite

high rates of economic growth have played a central role in the emergence and

maintenance of high unemployment.

One question that our discussion on unemployment raises is whether

unemployment has been losing its importance as an important development issue-

given the high and rising unemployment rates in all countries except China. On the

other  hand,  these  high  rates  of  unemployment  despite  Poland’s  almost  15  years  of

non-negative growth, Turkey’s high rates of growth after the 2001 crisis, and

recovery in Argentina, may be taken as evidence for jobless growth. It also supports

the argument that growth alone does not guarantee a reduction in the rate of

unemployment and may even be accompanied by a rise in that rate.
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5.2.1.5 Growth Rate of GDP Per Capita

Table 10:  Growth Rate of GDP Per Capita

Argentina China Poland Turkey
1965 9.12 9.06 n.a 0.27
1966 -2.05 5.22 n.a 7.85
1967 1.66 -5.8 n.a 1.46
1968 3.39 -5.45 n.a 4.42
1969 7.68 7.69 n.a 2.42
1970 1.02 8.18 n.a 1.87
1971 2.27 6.65 6.53 3.21
1972 0 0.2 9.43 4.48
1973 2.16 4.99 10.59 0.64
1974 3.94 -0.11 7.29 2.23
1975 -2.1 5.1 9.01 5.52
1976 -2.26 0.13 8.05 7.95
1977 4.34 4.24 4.97 1.96
1978 -4.36 8.88 1.73 -1.39
1979 6.17 8 -3.51 -2.91
1980 1.01 3.68 -6.37 -5.14
1981 -7.12 6.4 -9.87 4.07
1982 -6.24 10.73 -9.29 -0.1
1983 2.33 6.35 3.93 3.29
1984 0.93 12.39 4.19 3.8
1985 -8.79 7.29 5.34 2.23
1986 6.24 13.9 3.7 5.11
1987 1.1 9.34 1.71 6.65
1988 -4.09 5.43 3 -0.17
1989 -8.51 0.56 -0.6 -1.56
1990 -2.95 11.87 -6.23 7.66
1991 10.68 7.13 -2.12 -0.52
1992 10.63 10.25 1.79 3.59
1993 4.9 7.76 3.92 6.22
1994 4.21 15.22 4.15 -7.2
1995 -3.69 10.25 6.56 4.99
1996 3.22 8.2 5.81 5.66
1997 6.42 10.44 6.37 5.23
1998 2.84 7.6 4.49 1.36
1999 -2.92 6.21 4.22 -4.71
2000 -2.2 8.41 3.69 4.67
2001 -5.66 6.98 1.36 -8.14
2002 -10.56 8.16 1.58 4.25
2003 6.37 7.33 3.94 2.93
2004 7.55 7.3 5.31 6.13

Source: PENN World Table Database
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Growth
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Figure 5: All Countries’ Growth Rate of GDP Per Capita
Source: Based on Table 10
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Figure 6: Argentina’s Growth Rate of GDP Per Capita
Source: Based on Table 10

In Argentina’s almost fifty years of boom-bust cycles, it is clear from Figure

6 that since 1980, the range of these high and low points have increased and the

worst economic shrinkage rates were experienced. Particularly after the crisis, the

economy suffered badly and in 2002, the economy experienced economic shrinkage

of more than 10%.

China
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Figure 7: China’s Growth Rate of GDP Per Capita
Source: Based on Table 10
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China has captured the world’s attention by performing positive and lately

remarkably high growth rates and practicing the most outstanding growth period

since the late 1970s. Whether this successful performance will be preserved in the

future or China reached its limits is a much debated issue. According to Holz (2008),

Extrapolation of China’s reform period economic growth into
the  future  suggests  that  the  size  of  China’s  economy  will
exceed that of the United States, in purchasing power parity
terms,  by  about  2010.  Per  capita,  the  point  of  time  when
China catches up with the United States is much further into
the  future,  20  to  50  years  from  now,  although  the  coastal
areas, especially in the past the fastest growing five
provinces, with a population exceeding that of the United
States, may catch up in as little as one to two decades (Holz,
2008: 1683).

China, whose growth performance during this period has exceeded its

antecedents by a substantial margin, is often compared with the other representatives

of East Asian success, the Four Asian Tigers which are Hong Kong, Singapore,

South Korea and Taiwan. With its high investment in industry and huge exports as

key  contributors  to  its  growth,  it  certainly  resembles  the  four.  However,  “there  are

many aspects to the Chinese experience that do make it sui generis” (Prasad, 2007:

1); the safe and sound condition of China during the Asian Crisis is a solid indicator

of this.

Poland
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Figure 8: Poland’s Growth Rate of GDP Per Capita
Source: Based on Table 10
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In Poland, in the first years of implementation of the shock therapy program,

negative growth rates were observed. However in subsequent years, Poland has

always experienced small yet positive rates of growth, which can be seen from

Figure 9 and Table 10. Nonetheless positive and high growth rates were

accompanied by high and rising unemployment as mentioned above and increased

inequality.

Turkey
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Figure 9: Turkey’s Growth Rate of GDP Per Capita
Source: Based on Table 10

Turkey  presents  similar  characteristics  with  Argentina.  Growth  rates  have

oscillated between positive and negative values since 1965 (Figure 9). Nevertheless,

after 1980, particularly after capital account liberalization in 1989, growth rates have

displayed a more unstable fashion. In 1994, 1999 and 2001 crises, the economy

shrank considerably. Like Argentina, Turkey has not had a robust and stable growth

pattern during the past 40 years.

5.2.1.6 Share of Agriculture, Industry and Services Sectors in Total GDP

As a common feature, there has been a fall in the share of agriculture in GDP

in all  of the four countries over time. This is  a common and expected characteristic

of all developing countries, since during the course of development, the share of

industry and then services sectors is expected to rise as part of the structural

transformation process.
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Table 11: Share of Agriculture in Total GDP (% percent)

Argentina China

Turkey
(TURKST
AT)

Turkey
(WDI)

Poland
1965 12.90 37.94   n.a n.a   n.a
1966 10.28 37.59   n.a n.a   n.a
1967 9.98 40.26   n.a n.a   n.a
1968 9.72 42.15 33.26 n.a   n.a
1969 9.19 37.99 31.52 n.a   n.a
1970 9.64 35.22 31.38 n.a   n.a
1971 10.87 34.05 31.24 n.a   n.a
1972 10.98 32.86 29.38 n.a   n.a
1973 11.95 33.35 26.31 n.a   n.a
1974 10.23 33.88 26.16 n.a   n.a
1975 6.58 32.40 25.2 n.a   n.a
1976 8.15 32.85 24.48 n.a   n.a
1977 8.09 29.42 24.43 n.a   n.a
1978 7.50 28.10 23.54 n.a   n.a
1979 7.80 31.17 23.43 n.a   n.a
1980 6.35 30.09 23.16 n.a   n.a
1981 6.48 31.79 22.88 n.a   n.a
1982 9.60 33.27 22.82 n.a   n.a
1983 8.66 33.04 21.56 n.a   n.a
1984 8.35 32.01 20.33 n.a   n.a
1985 7.63 28.35 19.44 n.a   n.a
1986 7.80 27.09 18.81 n.a   n.a
1987 8.09 26.79 18.23 n.a   n.a
1988 8.98 25.66 17.24 n.a   n.a
1989 9.62 25.00 16.79 n.a   n.a
1990 8.12 27.05 16.45 n.a 8.26
1991 6.72 24.46 16.2 n.a 6.65
1992 5.99 21.77 15.94 n.a 6.60
1993 5.49 19.49 15.38 n.a 6.60
1994 5.44 19.65 14.63 n.a 6.91
1995 5.70 19.77 14.54 n.a 8.01
1996 6.00 19.51 14.2 n.a 7.55
1997 5.60 18.06 13.74 n.a 6.62
1998 5.62 17.32 13.61 13.58 5.95
1999 4.74 16.22 13.39 11.54 5.22
2000 4.97 14.83 13.33 11.31 4.96
2001 4.81 14.15 13.1 9.95 5.10
2002 10.68 13.50 12.92 11.71 4.52
2003 10.99 12.57 12.29 11.39 4.40
2004 10.41 13.11 11.51 10.92 5.11
2005 9.40 12.55 11.33 10.80 4.64
Source: WDI Database of the World Bank and Turkish Statistical Institute Statistics
Database (TURKSTAT) for Turkey.
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Only in Argentina, in the first half of 2000s a jump back to the 1960s levels

was observed. The major reason for that is the Trabajar Program, since agricultural

micro-enterprises constituted 26% of the community projects implemented under that

program (Tcherneva and Wray, 2005b: 26). This led to the employment of many

beneficiaries from the agricultural sector, which generated an upsurge in agricultural

output.
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Figure 10: Share of Agriculture in Total GDP
Source: Based on Table 11

In all the four countries, the “industrialization first” policy of development

was later followed by the policy of balanced growth between industry and

agriculture, until the mid 1970s. Later, particularly with the neglect of

industrialization after 1980s under liberalism, industrialization in developing

countries has been relegated very much to the background.

Referring to Table 12, among the four countries, an important exception is

China which has experienced a gradual increase in the share of industry in GDP.

China’s distinctive industry-intensive economy clearly stands out from the rest and is

the  result  of  China’s  conscious  policy  to  this  end  and  characterizes  one  of  the  key

factors behind the successful growth performance of the country.
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Table 12: Share of Industry in Total GDP

Argentina China

Turkey
(TURKST
AT)

Turkey
(WDI) Poland

1965 48.41 35.09  n.a  n.a n.a
1966 49.60 37.98  n.a  n.a n.a
1967 47.38 33.98  n.a  n.a n.a
1968 47.04 31.18 17.25 n.a n.a
1969 47.39 35.56 18.56 n.a n.a
1970 42.28 40.49 17.89 n.a n.a
1971 45.96 42.15 18.45 n.a n.a
1972 45.58 43.06 19 n.a n.a
1973 43.35 43.11 20.89 n.a n.a
1974 43.59 42.73 20.61 n.a n.a
1975 50.14 45.72 21.26 n.a n.a
1976 50.89 45.43 20.95 n.a n.a
1977 47.81 47.13 20.73 n.a n.a
1978 46.10 48.16 20.98 n.a n.a
1979 44.03 47.38 21.94 n.a n.a
1980 41.22 48.52 21.6 n.a n.a
1981 40.34 46.39 21.72 n.a n.a
1982 41.10 45.01 22.03 n.a n.a
1983 41.56 44.59 22.39 n.a n.a
1984 39.71 43.31 23.19 n.a n.a
1985 39.28 43.13 23.7 n.a n.a
1986 37.38 44.04 25.06 n.a n.a
1987 37.83 43.90 25 n.a n.a
1988 38.49 44.13 25 n.a n.a
1989 42.35 43.04 26.15 n.a n.a
1990 36.02 41.61 26.17 n.a 50.11
1991 32.72 42.11 26.68 n.a 47.26
1992 30.68 43.92 26.75 n.a 41.40
1993 29.23 46.57 26.76 n.a 40.00
1994 28.64 46.57 26.81 n.a 38.51
1995 28.00 47.17 28.07 n.a 35.17
1996 28.42 47.54 28.01 n.a 33.58
1997 29.15 47.54 28.35 n.a 33.37
1998 28.57 46.21 28.24 35.54 32.86
1999 27.82 45.76 27.96 33.33 32.69
2000 27.61 45.92 28.25 31.48 31.70
2001 26.60 45.15 27.92 30.24 29.48
2002 31.98 44.79 28.71 28.67 28.72
2003 34.73 45.97 28.77 28.62 29.60
2004 35.61 46.23 28.89 28.52 30.80
2005 35.61 47.52 28.69 28.51 30.79

Source: WDI Database of the World Bank and Turkish Statistical Institute Statistics
Database (TURKSTAT) for Turkey.
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For Turkey, data obtained from WDI and TURKSTAT do not exhibit uniform

results. According to the very limited data of WDI, since the late 1990s, industry has

been shrinking. However, TURKSTAT data points out an increase in the percentage

of industry in constructing GDP. 42
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Figure 11: Share of Industry in Total GDP
Source: Based on Table 12

In all four countries services sector has expanded during the past 40 years.

As mentioned before, the neglect of industrialization in developing countries under

the spurt of neo-liberal globalization has accelerated the expansion of their services

sector.

China  however  has  to  a  certain  extent  been  outside  this  trend.  Although

services constitute a remarkable share in GDP, by 2005, industry still had the biggest

share.

42 WDI’s “Industry” definiton consists of mining, manufacturing, construction, electericity, water and
gas. TURKSTAT’s definition does not contain construction. The difference might be resulting from
these diverse definitions.
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Table 13: Share of Services in Total GDP

Argentina China

Turkey
(TURKST
AT)

Turkey
(WDI)

Poland
1965 38.68 26.97  n.a.  n.a n.a
1966 40.12 24.43  n.a.  n.a n.a
1967 42.64 25.76  n.a.  n.a n.a
1968 43.24 26.67 49.49 n.a n.a
1969 43.43 26.45 49.92 n.a n.a
1970 48.08 24.29 50.73 n.a n.a
1971 43.18 23.79 50.31 n.a n.a
1972 43.43 24.09 51.62 n.a n.a
1973 44.70 23.54 52.80 n.a n.a
1974 46.18 23.40 53.23 n.a n.a
1975 43.27 21.88 53.45 n.a n.a
1976 40.95 21.72 54.57 n.a n.a
1977 44.11 23.45 54.84 n.a n.a
1978 46.40 23.74 55.48 n.a n.a
1979 48.18 21.44 54.63 n.a n.a
1980 52.43 21.39 55.24 n.a n.a
1981 53.19 21.83 55.40 n.a n.a
1982 49.30 21.72 55.15 n.a n.a
1983 49.79 22.37 56.05 n.a n.a
1984 51.95 24.68 56.48 n.a n.a
1985 53.09 28.52 56.86 n.a n.a
1986 54.82 28.87 56.14 n.a n.a
1987 54.08 29.31 56.77 n.a n.a
1988 52.54 30.21 57.76 n.a n.a
1989 48.04 31.95 57.05 n.a n.a
1990 55.85 31.34 57.38 n.a 41.63
1991 60.56 33.43 57.12 n.a 46.09
1992 63.33 34.31 57.32 n.a 52.00
1993 65.28 33.94 57.87 n.a 53.40
1994 65.92 33.78 58.56 n.a 54.58
1995 66.30 33.05 57.39 n.a 56.83
1996 65.58 32.95 57.79 n.a 58.88
1997 65.25 34.40 57.91 n.a 60.01
1998 65.81 36.47 58.14 50.87 61.19
1999 67.44 38.02 58.65 55.14 62.08
2000 67.42 39.25 58.43 57.21 63.35
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Table 13 (Continued)

2001 68.58 40.70 58.91 59.82 65.42
2002 57.33 41.72 58.37 59.62 66.76
2003 54.29 41.46 58.94 59.99 66.00
2004 53.98 40.67 59.60 60.56 64.08
2005 54.99 39.94 59.99 60.69 64.57

Source: WDI Database of the World Bank and Turkish Statistical Institute Statistics
Database
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Source: Based on Table 13

5.2.1.7 Export Structure

The share of agricultural raw materials in exports is often an indicator of the

level  of  industrialization  of  a  country.  As  seen  from  Table  14,  the  share  of

agricultural exports has been decreasing dramatically in all of the four countries. This

is in line with the decreasing share of agriculture in GDP, discussed above. The

change in the composition of exports from raw materials to manufactured products

by these countries may be taken as a sign of progress along the development path.
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Table 14: Agricultural Raw Materials Exports (% of merchandise exports)

Argentina China Turkey Poland
1965 11.82 n.a 28.99 n.a
1966 14.70 n.a 26.91 n.a
1967 14.04 n.a 30.27 n.a
1968 13.55 n.a 33.12 n.a
1969 11.59 n.a 26.15 n.a
1970 10.88 n.a 33.58 n.a
1971 7.14 n.a 33.22 n.a
1972 7.14 n.a 25.53 n.a
1973 7.09 n.a 26.72 n.a
1974 4.25 n.a 18.79 n.a
1975 5.92 n.a 20.31 n.a
1976 6.07 n.a 26.86 n.a
1977 6.55 n.a 15.87 n.a
1978 700 n.a 19.16 n.a
1979 4.83 n.a 13.38 n.a
1980 6.23 n.a 13.59 n.a
1981 4.96 n.a 9.98 n.a
1982 4.48 n.a 8.02 n.a
1983 3.09 n.a 6.56 n.a
1984 3.65 5.71 5.13 2.61
1985 3.52 5.12 4.61 n.a
1986 2.97 4.73 4.70 n.a
1987 3.54 5.91 2.29 2.90
1988 4.74 5.65 3.21 2.66
1989 3.87 5.00 3.31 2.38
1990 4.31 3.49 3.04 2.76
1991 3.78 2.82 2.75 3.58
1992 2.77 2.26 1.40 4.07
1993 2.11 2.02 1.87 3.26
1994 3.36 2.10 1.53 3.22
1995 4.32 1.69 1.45 2.78
1996 3.81 1.56 1.70 2.24
1997 2.84 1.38 1.28 2.20
1998 2.11 1.09 1.35 2.01
1999 2.10 1.21 1.34 1.94
2000 1.73 1.09 1.12 1.80
2001 1.62 0.86 0.86 1.41
2002 1.56 0.78 0.81 1.41
2003 1.52 0.64 0.80 1.52
2004 1.64 0.54 0.66 1.32
2005 1.37 0.52 0.52 1.19
Source: World Development Indicators Database of the World Bank
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Figure 13: Agricultural Raw Materials Exports (% of merchandise exports)
Source: Based on Table 14

5.2.1 Socio-Economic Indicators

5.2.2.1 Poverty

The availability of data on poverty again forces us to confine our discussion

to the post-1980 period.

 The population living below both of the international poverty lines (1$ a-day

and 2$ a day) has increased since 1986 in Argentina which also experienced the

greatest upsurge in poverty after the 2001 economic crisis on both counts.

China with its huge population is capable of changing the poverty map of the

whole world. For urban China, the proportion of population living below 1$ and 2$ a

day have fallen to very small rates compared to the initial situation (Table 15).

Nonetheless in rural China, although significant progress was achieved, there is still

a huge amount of people living under 1$ and 2$ a-day. More than half of the

population in rural China is living under 2$ a day. However, the data on the

population below the national poverty line, although less reliable than the other

indicators, indicates that the poverty rate decreased from around 5-6 percent during

the 1990s to 3 percent in the 2000s.
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Nevertheless, this portrait above is a clear indication of the huge divergence

among the urban and the rural China. It is commonly believed that the “Hukou”43

(Household Registration System) has contributed to this gap, since the system

controlled rural-urban migration, by confining the population in rural locations and

by imposing barriers for people to convert their agricultural hukou status to a non-

agricultural one (Chan and Zhong, 1999: 5). Even so, some changes have been taking

place in the implementation of the system since the beginning of reforms in 1980s,

particularly in recent years which saw some provinces actually abolishing the hukou

system.

In Poland, highest poverty in both of the international poverty indicators was

recorded in the mid-1990s, reflecting the aftermath of the shock therapy

circumstances already mentioned. Coming to 2000s, the percentage of population

living below 2$ a-day fell below 1%. However, percentage of population living

below the national poverty line was around 15% in the beginning of 2000s, which

exceeds the poverty rate measured on the basis of the international poverty rate by a

big margin.

For Turkey, the percentage living below 1$ a-day is very small. However

population living below 2$ a-day reached double digits after the 2001 crisis.

Furthermore, poverty rate based on the national poverty line is very high, reaching

around 27 percent in the 2000s.

Since 1970s, poverty is an important issue that lies at the center of

development economics. Among the four countries, it is hard to identify a common

poverty portrait. Only in China poverty has been decreasing however it is still high in

terms of international poverty measures. In Argentina poverty is increasing while in

Poland and Turkey poverty has reached considerable levels on the basis of national

poverty lines.

43 See Chan and Zhong(1999) for details of the hukou system.



101

Table 15: Poverty in Terms of National and International Poverty Lines

Source: World Development Indicators (WDI) Database and PovcalNet Online Poverty Analysis Tool of the World Bank

ARG
(Nat.)

ARG
(1$)

ARG
(2$)

CHI
(Nat.)

CHI
RU(1$)

CHI
RU(2$)

CHI
UR(1$)

CHI
UR(2$)

POL
(Nat.)

POL
(1$)

POL
(2$)

TUR
(Nat.)

TUR
(1$)

TUR
(2$)

1981 n.a n.a n.a n.a 86.29 99.35 19.52 90.79 n.a n.a n.a n.a n.a n.a
1984 n.a n.a n.a n.a 64.14 95.57 8.86 81.77 n.a n.a n.a n.a n.a n.a
1985 n.a n.a n.a n.a n.a 96.29 n.a n.a n.a 0 0 n.a n.a n.a
1986 n.a 0 1.13 n.a n.a n.a n.a n.a n.a n.a n.a n.a n.a n.a
1987 n.a  n.a n.a n.a 47.61 90.39 5.15 60.52 n.a 0 0 n.a 0.58 7.33
1990 n.a  n.a n.a n.a 55.16 92.77 10.47 61.15 n.a n.a n.a n.a n.a n.a
1992 n.a 0.02 3.02 n.a 72.81 95.65 4.37 47.81 n.a 0.01 8.3 n.a n.a n.a
1993 n.a n.a n.a n.a 49.89 92.12 5.69 44.92 24 n.a n.a n.a n.a n.a
1994 n.a n.a n.a n.a 66.2 94.46 5.21 38.93 n.a n.a n.a 28 0.9 9.48
1995 n.a n.a n.a n.a 59.6 91.83 3.4 33.83 n.a n.a n.a n.a n.a n.a
1996 n.a 0.45 6.8 6 32.52 78.97 3.04 33.53 15 0.51 10.76 n.a n.a n.a
1997 n.a n.a n.a n.a 50.56 89.74 3.12 31.62 n.a n.a n.a n.a n.a n.a
1998 n.a 0 8.65 5 51.53 89.62 3.75 29.11 n.a 0 0.41 n.a n.a n.a
1999 n.a n.a n.a n.a 34.62 78.8 2.69 27.13 n.a 0 0.42 n.a n.a n.a
2001 n.a n.a n.a n.a n.a n.a n.a n.a 15 0 n.a n.a n.a n.a
2002 n.a 6.33 19.39 n.a 29.09 71.88 1.18 15.04 n.a 0 0.55 27 0.85 10.22
2004 n.a 5.7 15.71 3 n.a n.a n.a n.a n.a n.a n.a n.a n.a n.a
2005 n.a 2.23 11.06 n.a 14.24 54.69 0.77 8.97 n.a 0.05 0.53 n.a n.a 8.77



102

5.2.2.2 Income distribution

As reflection of the fact that income distribution appeared late in the

agenda of development, the data on the four countries go back to only 1985 (see

Table 16).

Table 16: The ratio of income share held by highest 10% to the lowest 10%

Argentina China Poland Turkey
1985  n.a n.a 5 n.a
1986 18.3 n.a n.a n.a
1987 n.a n.a 5.2 14.9
1988 n.a 13.4 n.a n.a
1989 n.a n.a 5.7 n.a
1992 19.5 n.a 5.4 n.a
1993 n.a n.a 11.5 n.a
1994 n.a n.a n.a 14.2
1995 n.a 19.2 n.a n.a
1996 25.8 n.a 7.5 n.a
1998 26.8 n.a 7.9 n.a
1999  n.a n.a 8 n.a
2000  n.a n.a 8 13.1
2001 34.8 n.a 8 n.a
2002 35.7  20.1 8.6 15.8
2003 39.5 n.a n.a 16.8
2004 40.9 21.6 n.a n.a
2005  n.a  n.a 9 n.a

Source: World Development Indicators (WDI) Database of the World Bank and
Gustafsson et al (2008)

Among the four countries, Argentina has the biggest gap between the

richest and the poorest sections of the population. Income distribution has

deteriorated further in the 2000s as the impact of the economic crisis in 2001 had

an adverse impact also in this sphere. After the crisis, the income share of the

richest decile rose and that of the poorest decile fell, leading to an increase in the

ratio of the richest decile income share to the poorest decile income share. This

indicates that the crisis in Argentina had its most acute results on the poorest decile

while the richest decile was not affected from it as much as expected.
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For China, income distribution has deteriorated gradually. Although the

data available does not allow for a much deeper analysis and interpretation, it can

be  observed  that  as  in  the  case  of  Argentina,  the  poorest  10  percent  has  had

decreasing income, as opposed to the increasing income of the richest 10 percent.

For Poland, the single digit and relatively low ratio of the richest decile to

the  poorest,  has  doubled  right  after  the  first  years  of  the  transition.  Later,  it

oscillated within a small range. So far, Poland has the best income distribution

when this criterion is used (Figure 14).
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Figure 14: The ratio of income share held by highest 10% to the lowest 10%
Source: Based on Table 16

 For Turkey, after the 2001 crisis, an even sharper rise in the richest

decile/poorest decile ratio was observed.

Obviously in all of the four countries, there is an increasing gap between

the richest and the poorest deciles, which may be the pointer to the lack of policies

that are aimed at an even income distribution. This is not surprising, since income

distribution  has  been  a  highly  neglected  issue,  especially  when economic  polices

were determined through agreements with international financial institutions.

Furthermore, high growth rates, especially in China and Poland, were not

accompanied by improvements in income distribution, if anything there has been

deterioration.
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5.2.2.3 Share of Education and Health in Government Expenditure

Among the four countries, only in Turkey, the share of education in

government expenditure seems to decrease according to figures given in Table 17.

In China, educational reform was put into practice in 1980s. This was critical for

the development of China. In Argentina and Poland, there was not such a dramatic

change in the last decade.

Table 17: Share of Education in Government Expenditure (percent)

Argentina China Poland Turkey
1970 9 4  n.a  n.a
1971  n.a  n.a 9 14
1973  n.a  n.a  n.a 21
1975 9 6  n.a  n.a
1980 15 9  n.a 11
1985 9 12 12  n.a
1990 11 13  n.a  n.a
1991  n.a 13 15  n.a
1993  n.a 12  n.a  n.a
1994  n.a  n.a  n.a 15
1995 12  n.a  n.a  n.a
1999 13 13 11  n.a
2000 14  n.a 13  n.a
2001 14  n.a  n.a  n.a
2002 14  n.a 12  n.a
2003 12  n.a 12  n.a
2004 13  n.a 13 10
2005  n.a  n.a  n.a 12
Source: WDI Database of the World Bank and World Bank (2006)
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Figure 15: Share of Education in Government Expenditure (percent)
Source: Based on Table 17

Since the available data for the health expenditure of the government does

not go back to earlier years, interpretation can be made only about the last decade.

In  all  of  the  four  countries,  health  expenditure  as  a  share  of  total  government

expenditure has remained almost constant or has slightly increased.

Table 18: Share of Health in Government Expenditure (percent)

Argentina China Poland Turkey
1994 14.6  n.a  n.a  n.a
1995 15.3  n.a  n.a  n.a
1996 15.2  n.a  n.a  n.a
1997 14.8  n.a  n.a  n.a
1998 14.6  n.a  n.a  n.a
1999 14.8  n.a 10.3  n.a
2000 14.5  n.a 9.8  n.a
2001 14.2  n.a 9.5  n.a
2002 15.2 9 10.2 10
2003 14.7 10 9.8 11
2004 15 10 10 12
2005 14.2 10 9.9 12

Source: WDI and World Bank (2003)
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Figure 16: Share of Health in Government Expenditure (percent)
Source: Based on Table 18

In general, the share of health and education in government spending has

not changed much, which indicates that, the state still is playing a major role in the

provision of these basic services.

5.2.2.4 Infant Mortality Rate

Infant mortality rate has been reduced in all the four countries during the

past 40 years. Among these countries, in 2005, Turkey had the highest infant

mortality per 1000 live births.

Table 19: Infant Mortality Rate (per 1,000 live births)

Argentina China Poland Turkey
1965                 59.00 n.a n.a 157.00
1970 59.00 84.00 31.80 150.00
1975 49.00 64.20 n.a 129.00
1980 35.70 46.50 21.40 103.00
1985 28.00 36.60 18.50 83.00
1990 24.75 36.30 19.30 67.00
1995 20.50 35.10 13.60 52.00
2000 16.76 29.90 8.10 37.50
2005 13.97 21.40 6.45 26.00
Source: World Development Indicators Database of the World Bank
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Figure 17: Infant Mortality
Source: Based on Table 19

5.2.2.5 Life Expectancy at Birth

For the past forty years, life expectancy has risen in all of the four countries

(Table 20 and Figure 18). In 2005, Poland had the highest life expectancy,

followed by Argentina, China, and Turkey in that order. China and Turkey have

increased their life expectancy levels starting from much lower rates compared

with the other two countries.

Table 20: Life Expectancy at Birth

Argentina China Poland Turkey
1962 65.47 54.09 67.43 52.06
1967 65.96 59.58 69.42 54.91
1972 67.36 63.18 70.67 57.90
1977 68.75 65.38 70.40 60.20
1982 70.20 67.81 71.10 62.24
1987 71.01 68.67 70.90 64.25
1992 72.11 69.01 71.09 66.74
1997 73.21 69.66 72.65 68.54
2002 74.26 70.66 74.50 70.74
2005 74.83 71.83 75.00 71.29
Source: World Development Indicators Database of the World Bank
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Figure 18: Life Expectancy
Source: Based on Table 20

5.2.2.6 Primary School Enrollment

In Table 21, the numbers in brackets are Net Enrollment Ratio (NER) and

the  others  are  Gross  Enrollment  Ratio  (GER).  As  defined  by  UNESCO,  GER  is

“total enrolment in a specific level of education, regardless of age, expressed as a

percentage of the population in the official age group corresponding to this level of

education” (UNESCO, 2007: 349). Net Enrollment Ratio, on the other hand, is the

“enrollment of the official age group for a given level of education, expressed as a

percentage of the population in that age group” (UNESCO, 2007: 350). The

difference between the two refers to the over-aged and under-aged students.

As can be deduced from Table 21 and Figure 19 the lowest primary school

enrolment is in Turkey. Another result is that in Poland, the difference between the

two ratios (NER and GER) is the smallest.



109

Table 21: Primary School Enrollment (% Gross and Net)

Argentina China Poland Turkey
1970 105 122  n.a  n.a
1971  n.a  n.a 102 103
1975 106  n.a 101 100
1980 106 112 100 93
1985 105 120 103 99
1990 106 127 99 99
1991 (94) 108 (98) 126 (96)  98 99
1994  n.a  n.a 100  n.a
1995 112 117  n.a 95
1998 (100) 117  n.a (97)  99  n.a
1999 (99) 117  n.a (96)  98  n.a
2000 118  n.a (97)  99 95
2001 118 117 (98)100 97
2002 112 116 (98)100 (92) 99
2003 (99) 113 115 (98)100 (89) 94
2004 (99) 112  n.a (98)  99 (90) 94
2005                (99) n.a  n.a (97)  98 (90) 95

Source: World Development Indicators Database of the World Bank
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Figure 19: Primary School Enrollment (% Gross)
Source: Based on Table 21
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5.2.2.7 Adult Literacy

As indicated in Table 22, Argentina and Poland already had high adult

literacy  rates  in  the  beginning  of  the  time  period  observed.  High  initial  adult

illiteracy rates in China and Turkey may be the result of less urbanization at the

time. Since, literacy is more widespread in urban areas than the rural places.

Table 22: Adult Literacy

Argentina China Poland Turkey
1970 93 n.a 98 52
1975 n.a n.a n.a 61.63
1980 n.a n.a n.a 65.69
1982 n.a 65.51 n.a n.a
1985 96 69 98 74
1990 95.3 73.3 98 80.7
1992 95.5 80 99 81.9
1993 96 80 99 81.1
1994 96 80.9 99 81.6
1995 96.2 81.5 99 82.3
1997 96.5 83.2 99 83.2
1998 96.7 82.8 99.7 84.0
1999 96.7 83.5 99.7 84.6
2000 96.8 84.1 99.7 85.1
2001 96.9 85.8 99.7 85.5
2002 97 90.9 99.7 86.5
2003 97.2 90.9 99.7 88.3
2004 97.2 90.9 n.a 87.4
2005 97.2 90.9 n.a 87.4

Source: Human Development Reports and UNESCO Statistics

According to the most recent data, Poland has the highest adult literacy

rate, which is followed respectively by Argentina, China and Turkey. With 87, 4

%, Turkey has the lowest literacy rate compared with the other three countries.
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Figure 20: Adult Literacy
Source: Based on Table 22

5.2.2.8 Urban Population Rate (Percent of Total Population)

In 1965, Argentina had the highest urban population ratio compared with

the other three countries. According to Cerrutti and Bertencelo (2003), European

migration to Argentina contributed to the high urban population percentage of

Argentina  in  the  early  times.  Rural  to  urban  migration,  before  it  lost  its

significance in the more recent periods, has been another major factor behind the

high urban population ratio.

For China, as a result of the previously mentioned Household Registration

(Hukou) System, residential mobility of people was made substantially difficult.

As these barriers have gradually been removed since the beginning of 1980s, urban

population has increased. Looking at Table 23 and Figure 21, one can see that the

urban population percentage did not change for the decade 1965-1975.  However,

by 2005 it had risen to around 40%. Regardless of this improvement, 40%

represents a very low degree of urbanization.
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Table 23: Urban Population/Total Population

Argentina China Poland Turkey
1965 76.4 17.6 50.1 34.2
1966 76.9 17.56 50.5 35
1967 77.4 17.52 50.9 35.8
1968 77.9 17.48 51.3 36.6
1969 78.4 17.44 51.7 37.4
1970 78.9 17.4 52.1 38.2
1971 79.32 17.4 52.74 38.88
1972 79.74 17.4 53.38 39.56
1973 80.16 17.4 54.02 40.24
1974 80.58 17.4 54.66 40.92
1975 81 17.4 55.3 41.6
1976 81.38 17.84 55.86 42.04
1977 81.76 18.28 56.42 42.48
1978 82.14 18.72 56.98 42.92
1979 82.52 19.16 57.54 43.36
1980 82.9 19.6 58.1 43.8
1981 83.32 20.28 58.46 45.52
1982 83.74 20.96 58.82 47.24
1983 84.16 21.64 59.18 48.96
1984 84.58 22.32 59.54 50.68
1985 85 23 59.9 52.4
1986 85.4 23.88 60.18 53.76
1987 85.8 24.76 60.46 55.12
1988 86.2 25.64 60.74 56.48
1989 86.6 26.52 61.02 57.84
1990 87 27.4 61.3 59.2
1991 87.34 28.2 61.34 59.78
1992 87.68 29 61.38 60.36
1993 88.02 29.8 61.42 60.94
1994 88.36 30.6 61.46 61.52
1995 88.7 31.4 61.5 62.1
1996 88.98 32.28 61.54 62.62
1997 89.26 33.16 61.58 63.14
1998 89.54 34.04 61.62 63.66
1999 89.82 34.92 61.66 64.18
2000 90.1 35.8 61.7 64.7
2001 90.36 36.72 61.66 65.22
2002 90.62 37.64 61.62 65.74
2003 90.88 38.56 61.58 66.26
2004 91.14 39.48 61.54 66.78
2005 91.4 40.4 61.5 67.3

Source: WDI Database of the World Bank
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Figure 21: Urban Population/Total Population
Source: Based on Table 23

In Poland, urban population rate increased by about 10 percentage points

until the transition. Since the beginning of the 1990s, it has remained almost

constant in the face of reduced rural-urban migratory flows. Kupiszewski (2005)

explains the increase in urban population during 1960s and 1970s by rural-urban

migration stimulated by the post-war reconstruction and the intense

industrialization movement in the socialist era. Kupiszewski also adds that “apart

economic incentives the most important reason for migration from rural areas was

the poor economic situation of these areas and disastrous lack of infrastructure of

any type.” (Kupiszewski, 2005: 6).

Kupiszewski (2005) enumerates many reasons for the slowdown in rural-

urban migration since 1989 like high costs of urban accommodation and living or

the low probability of rural people in finding a job in urban areas, given their low

level of education. Kupiszewski (2005) further emphasizes the existence of an

increasing reverse flow in the last decade, compared with the former periods,

comprising mostly people who have previously migrated to cities but could not

manage their living there (Kupiszewski, 2005: 8 and 9).

In Turkey, main contribution to the urban population has been rural to

urban migration. However, the recent slowdown in the growth of the urban
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population ratio may be the result of the changing pattern of migration towards

increasing urban-to-urban migration in Turkey.44

Rural to urban migration is generally motivated by the expectation of

potential migrants for better living conditions in urban areas. However, they may

end up with living in slums, having a life worse than they had in their previous

residence. Urbanization, therefore, does not always improve income distribution or

eliminate poverty. It may even worsen them.

5.2.2.9 Population Growth Rate

In Poland, population growth rate has been negative since 1999. By 2005,

the highest population growth rate was in Turkey, followed by Argentina.

In all of the four countries, population growth has decreased during the past

40 years (Table 24). China, that represents one-fifth of the world’s population,

deserves particular attention. In China, the “one-child family” policy for urban

areas has been in force since 1979. Since this policy was applicable only to urban

areas, this one-child restriction being applicable basically to urban population has

meant that, in rural areas the second and even the third child were allowed under

particular circumstances.

However, as Hesketh et al. (2005) pointed out, the biggest fall in

population growth in China occurred between 1970 and 1979, as a result of the

largely voluntary ‘late, long, few’ policy. This policy called for later childbearing,

greater interval between the birth of children, and fewer children” (Hesketh et al.

2005: 1172). Later, with the launch of the one-child policy, a more gradual fall has

been observed.

44   See TURKSAT Migrated Population across Places of Residence and Provinces, 1975-2000
database.
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Table 24: Rate of Population Growth (percent)

Argentina China Poland Turkey
1965 1.49 2.38 1.07 2.46
1966 1.44 2.79 0.64 2.48
1967 1.41 2.57 0.77 2.50
1968 1.41 2.61 1.12 2.51
1969 1.46 2.74 0.77 2.53
1970 1.53 2.76 -0.09 2.54
1971 1.62 2.75 0.85 2.56
1972 1.69 2.46 0.80 2.59
1973 1.72 2.28 0.89 2.57
1974 1.69 2.07 0.98 2.46
1975 1.64 1.77 0.98 2.32
1976 1.57 1.55 0.99 2.19
1977 1.52 1.36 0.97 2.05
1978 1.49 1.34 0.90 2.00
1979 1.48 1.33 0.70 2.08
1980 1.50 1.25 0.91 2.23
1981 1.51 1.28 0.91 2.36
1982 1.52 1.47 0.90 2.49
1983 1.52 1.44 0.95 2.49
1984 1.52 1.31 0.93 2.49
1985 1.50 1.36 0.78 2.43
1986 1.48 1.49 0.68 2.27
1987 1.47 1.60 0.55 2.17
1988 1.45 1.61 0.52 2.17
1989 1.43 1.53 0.27 2.17
1990 1.41 1.47 0.41 2.25
1991 1.39 1.36 0.33 1.95
1992 1.37 1.23 0.31 1.92
1993 1.34 1.15 0.25 1.90
1994 1.31 1.13 0.22 1.87
1995 1.27 1.09 0.11 1.84
1996 1.23 1.05 0.08 1.82
1997 1.19 1.02 0.08 1.80
1998 1.15 0.96 0.04 1.77
1999 1.11 0.95 -0.02 1.73
2000 1.07 0.71 -0.53 1.69
2001 1.02 0.73 -0.53 1.63
2002 0.98 0.67 -0.05 1.59
2003 0.96 0.62 -0.09 1.55
2004 0.96 0.60 -0.04 0.62
2005 0.97 0.64 -0.04 1.28

Source: WDI Database of the World Bank
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Figure 22: Rate of Population Growth (percent)
Source: Based on Table 24

5.2.3 Governance Indicators and Others

5.2.3.1 Governance indicators

Governance indicators shed light on the performances of the countries

since 1996, as efforts to measure governance have started only recently.

The index of Voice and Accountability measures “perceptions of the extent

to which a country’s citizens are able to participate in selecting their government,

as  well  as  freedom  of  expression,  freedom  of  association,  and  a  free  media”

(Kaufmann et al., 2008: 7).

Table 25: Voice & Accountability (Percentile Rank)

Argentina  China Poland Turkey
1996 60 5 78 34
1998 55 10 81 29
2000 58 13 82 33
2002 54 6 82 41
2003 56 8 85 42
2004 59 7 83 47
2005 58 7 77 48

Source: Kaufmann et al. (2008)



117

According to Table 25 and Figure 23, Argentina and Poland have on the

whole had a stable performance. Turkey, displays an increasing trend since the

beginning of 2000s. It is not surprising at all that China has the lowest rate; due to

its one-party authoritarian rule.
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Figure 23: Voice & Accountability (Percentile Rank)
Source: Based on Table 25

The index of Political Stability and Absence of Violence measures “the

perceptions of the likelihood that the government will be destabilized or

overthrown by unconstitutional or violent means, including potentially-motivated

violence and terrorism” (Kaufmann et al., 2008: 7).

Table 26: Political Stability and Absence of Violence (Percentile Rank)

Argentina  China Poland Turkey
1996 47 35 62 9
1998 49 42 65 16
2000 46 40 59 18
2002 17 39 67 18
2003 37 34 65 24
2004 36 40 55 21
2005 42 37 58 29

Source: Kaufmann et al. (2008)
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In this dimension, Turkey has achieved progress; however this did not

prevent it from ranking bottom among the four countries, as it is obvious from data

in Table 26. In Argentina, perceptions about political stability seem to have

weakened in 2002. This is particularly due to the economic crisis which affected

Argentina’s economy deeply and had negative externalities to the other areas. A

similar situation was not visible in Turkey. Nonetheless, Turkey’s position was

already unsatisfactory in this respect. Poland’s performance was the best according

to this indicator.
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Figure 24: Political Stability and Absence of Violence (Percentile Rank)
Source: Based on Table 26

Government effectiveness measures “the perceptions of the quality of

public services, the quality of the civil service and the degree of its independence,

from political pressures, the quality of policy formulation and implementation, and

the credibility of the government’s commitment to such policies” (Kaufmann et

al., 2008: 7).

Perceptions for China and Poland showed a slight decrease; only Turkey

has improved its score by a very small amount. As it is observed from Figure 25,

these perceptions were sensitive to economic crisis in Argentina, but not in

Turkey.
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Table 27: Government Effectiveness (Percentile Rank)

Argentina  China Poland Turkey
1996 71 64 78 55
1998 62 48 74 51
2000 61 55 73 55
2002 38 58 71 61
2003 48 57 71 62
2004 51 57 69 60
2005 48 56 70 61

Source: Kaufmann et al. (2008)

Poland has the highest government effectiveness perception among the four

countries.
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Figure 25: Government Effectiveness (Percentile Rank)
Source: Based on Table 27

Regulatory Quality measures “perceptions of the ability of the government

to  formulate  and  implement  sound  policies  and  regulations  that  permit  and

promote private sector development” (Kaufmann et al., 2008: 7).

In this dimension, Poland had the top rank, as in the previous three

dimensions. Argentina, placed at the worst position among the four, has worsened

its score during the last ten years. There was a sharp deterioration especially after

the crisis (Table 28).
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Table 28: Regulatory Quality (Percentile Rank)

Argentina  China Poland Turkey
1996 79 51 72 68
1998 71 40 72 68
2000 62 39 71 60
2002 15 34 72 56
2003 23 39 70 56
2004 23 44 75 57
2005 25 46 72 59
Source: Kaufmann et al. (2008)

Turkey and China have both experienced a decline in their performance. In

this dimension, the impact of the contemporaneous economic crises Argentina and

Turkey experienced can be traced from Table 28 and Figure 26. Perceptions about

the regulatory quality in Argentina seem to have been more responsive to the

crisis. This is probably related with the weak relations of Argentina and IFIs in the

post-crisis period, which caused these IFI-supported indicators to be deteriorated.
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Figure 26: Regulatory Quality (Percentile Rank)
Source: Based on Table 28

In this dimension, China, perhaps surprisingly, does not have the worst

performance. On the other hand, Argentina as an ardent implementer of market-

based policies seems to be far from providing a sound regulatory system to

promote private sector, falling behind China in this respect.
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Table 29: Rule of Law (Percentile Rank)

Argentina  China Poland Turkey
1996 58 47 70 55
1998 57 41 70 55
2000 53 40 69 51
2002 20 43 66 51
2003 30 41 64 52
2004 27 43 63 57
2005 38 43 60 55

Source: Kaufmann et al. (2008).

Rule of Law measures “perceptions of the extent to which agents have

confidence in and abide by the rules of society, and in particular the quality of

contract  enforcement,  property  rights,  the  police,  and  the  courts,  as  well  as  the

likelihood of crime and violence” (Kaufmann, et al., 2009: 6).

Figure 27: Rule of Law (Percentile Rank)
Source: Based on Table 29

In this dimension, Argentina and Poland’s performance worsened during

the 1996-2005 period while China and Turkey experienced only slight changes.

Perceptions placed Poland at the top despite their falling trend (Table 29 and

Figure 27).
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Control of corruption measures “perceptions of the extent to which public

power is exercised for private gain, including petty and grand forms of corruption,

as well  as ‘capture’ of the state by elites and private interests.” (Kaufmann et  al.,

2008: 8).

Table 30: Control of Corruption (Percentile Rank)

Argentina  China Poland Turkey
1996 51 52 70 58
1998 53 42 71 52
2000 47 48 69 51
2002 32 40 67 42
2003 42 43 69 50
2004 44 33 61 53
2005 44 31 62 56

Source: Kaufmann et al. (2008).

Despite its low score on this count, Poland seems to have the best records

among the four counties in “control of corruption”, while China has the worst.

Argentina and Turkey, on the other hand, have average levels (Table 30 and Figure

28).

Figure 28: Control of Corruption (Percentile Rank)
Source: Based on Table 30
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When the countries are ranked in terms of their performances for each

governance indicator from 1 to 4 and simple average of these numbers is

calculated for each country, the results are as follows:

Table 31: Overall Governance Rankings of the Four Countries

Argentina China Poland Turkey
Voice & Accountability 2 4 1 3
Political Stability No Violence 2 3 1 4
Government Effectiveness 4 3 1 2
Regulatory Quality 3 4 1 2
Rule of Law 4 3 1 2
Control of Corruption 3 4 1 2
Total 18 21 6 15
Average 3 3.5 1 2.5
Source: Based on Tables 25-30

Poland performs the best among the four; Turkey is the second best, while

China and Argentina lag much behind with the worst performances (Table 31).

It is possible to relate the good performance of Poland and Turkey with the

European Union. In the pre-accession period, Poland had to accomplish some

tasks, like completing the Copenhagen Criteria and other legal arrangements.

Furthermore, before the decision was made in favor of opening the negotiations

between the EU and Turkey, a proposal to change some laws to adjust Turkish law

to EU requirements was accepted by the Grand National Assembly in 2002 (which

included the highly debated issue of the abolition of the death penalty). These were

closely related with the governance indicators discussed above.

Good governance has more recently emerged as a major issue in the

development discourse. Key links with governance indicators and neo-liberal

understanding may be established. When interpreting the results of the table above,

however one has to take into account several points. For instance, obviously China

and Argentina have no problematic like being a member of the European Union.

Therefore they lack a compulsive external source of motivation for improving

governance indicators. On the other hand, China with its different political setting

than the other countries should be paid attention, since for China governance may

not have been an important issue at all.
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5.2.3.2 Crime Rate

The highest crime rate is shared by Argentina and Poland. During the last

decade, crime rate has nearly tripled in Argentina, and more than doubled in

Turkey.  The  lowest  increase  in  the  crime  rate  was  in  China;  which  also  had  the

lowest crime rate among the four countries (Table 32 and Figure 29).

Table 32: Crimes Recorded in Criminal (police) Statistics including Attempts
to Commit Crimes (Rates per 100,000 Population)

Argentina China Poland Turkey
1990 1,260.2 195.3 2,317.3 189.2
1991 1,011.7 205.6 2,264.7 188.4
1992 1,040.4 135.9 2,296.6 214.6
1993  n.a 137.2 2,216.7 341.4
1994  n.a 139.3 2,351.0 363.7
1995 2,063.1 140.3 2,526.5 403.7
1996 2,197.5 131.5 2,324.7 499.5
1997 2,329.0 131.2 2,567.6 518.2
1998 2,622.2 159.9 2,775.2 507.1
1999 2,989.6 179.4 2,901.2 461.3
2000 3,151.7 288.1 2,278.1 424.9
2001 3,258.8  n.a 3,597.4  n.a
2002 3,674.7  n.a 3,673.9  n.a

Source: United Nations Surveys of Crime Trends and Operations of Criminal
Justice Systems, covering the period 1990 – 2002
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Figure 29: Crime Rate
Source: Based on Table 32
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5.2.3.3 Central Bank Independence

This central bank independence index is the “Legal Central Bank

Independence Index” created by Cukierman et al (1992), by aggregating the

variables which can be grouped into four issues:

(i) The appointment, dismissal, and term of office of the chief
executive officer of the bank-usually the governor
(ii) The policy formulation cluster, which concerns the resolution of
conflicts between the executive branch and the central bank over
monetary  policy  and  the  participation  of  the  central  bank  in  the
budget process
(iii) The objectives of the central bank
(iv) Limitations on the ability of the central bank to lend to the public
sector; such restrictions limit the volume, maturity, interest rates, and
conditions for direct advances and securitized lending from the central
bank to the public sector. (Cukierman et al, 1992: 356-57)

Table 33: Cukierman Central Bank Independence Rates

Argentina China Poland Turkey
1960-1971 0.4 0.29 0.14 0.39
1972-1979 0.4 0.29 0.1 0.46
1980-1989 0.4 0.29 0.1 0.46

1990 0.4 0.29 0.46
1991 0.4 0.29 0.46 0.46
1992 0.74 0.29 0.46 0.46
1993 0.74 0.29 0.46 0.46
1994 0.74 0.29 0.46 0.46
1995 0.74 0.29 0.46 0.46
1996 0.74 0.29 0.46 0.46
1997 0.74 0.29 0.89 0.46
1998 0.74 0.29 0.89 0.46
1999 0.74 0.29 0.89 0.46
2000 0.74 0.29 0.89 0.46

Source: Guillen and Polillo (2005) and Cukierman et al (1992)
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Figure 30: Central Bank Independence
Source: Based on Table 33

The jump of the Argentine index value from 0.4 to 0.74 in 1992, matches

with the enactment of the New Charter of the Central Bank in 1992 which allowed

the independence of the Central Bank.

For Turkey and China, the index has not changed. However, in Turkey,

after the 2001 crisis, some changes in the Law on the Central Bank of the Republic

of Turkey were made with a view of increasing the independence of the Bank.

This achievement must have increased the Cukierman CBI index of Turkey for

sure; however the time range for the index ends in 2000 in Table 33 and Figure 30.

With   Article  227  of  the  Constitution  of  the  Republic  of  Poland  and  also

with the Act on the National Bank of Poland in 1997, National Bank of Poland

was regulated formally, administratively and operationally (Polanski, 2000: 87).

The increase in Polish central bank independence may be attributed in large part to

the legislative changes in 1997.

Independence of Central Bank is an objective very much in the spirit of the

Washington Consensus. With the exception of China, in all the other three

countries regulations towards an independent central bank have been carried out,

indicating that these countries were influenced by the dominant development

discourse of the 1990s.
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5.2.3.4 Corruption Perception Index

According to the Corruption Perception Index created by Transparency

International, all the four countries have a poor record in this respect. During the

last ten years, the record of both Argentina and Poland worsened.  Turkey seems to

follow a more stable path. China, on the other hand, seems to have improved its

position (Table 34 and Figure 30).

Table 34: Corruption Perception Index

Argentina China Poland Turkey
1995 5.24 2.16 n.a. 4.1
1996 3.41 2.43 5.57 3.54
1997 2.81 2.88 5.08 3.21
1998 3 3.5 4.6 3.4
1999 3 3.4 4.2 3.6
2000 3.5 3.1 4.1 3.8
2001 3.5 3.5 4.1 3.6
2002 2.8 3.5 4 3.2
2003 2.5 3.4 3.6 3.1
2004 2,5 3.4 3,5 3,2
2005 2.8 3.2 3.4 3.5

Source: Transparency International (www.transparency.org)
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5.2.3.5 Political Participation Rates

Political participation in Argentina, which reached its peak in the 1991

elections, seems to have fallen back by 2005. For Poland, political participation in

parliamentary elections declined. The highest participation was during the 1989

elections, which became the symbol of the regime change in Poland.

Table 35: Total Votes/ Voting Age Population in Parliamentary Elections
Argentina China Poland Turkey

1965 66.3  n.a  n.a
1969  n.a  n.a  n.a 59.3
1973 75.0  n.a  n.a 56.7
1977  n.a  n.a  n.a 66.8
1983 77.5  n.a  n.a 75.5
1985 77.8  n.a  n.a  n.a
1987 80.1  n.a  n.a 91.8
1989 82.1  n.a 64.0  n.a
1991 89.4  n.a 44.4 79.8
1993 78.1  n.a 52.0  n.a
1995 79.8  n.a  n.a 79.1
1997  n.a  n.a 48.8  n.a
1998 78.1  n.a  n.a  n.a
1999 79.4  n.a  n.a 80.4
2001 n.a  n.a 47.6  n.a
2002  n.a  n.a  n.a 73.8
2005 70.7  n.a 40.9  n.a
Source: International Institute for Democracy and Electoral Assistance
(www.idea.int)
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In Turkey, participation has had ups and downs making it difficult to reach

an authoritative conclusion. For China, data is not available from the same source

(IDEA). In China, there are two types of direct elections, one is in the village-level

elections, to elect village leaders, and the other is to elect local People’s Congress.

Under the rule of Deng Xiaoping, direct elections were introduced in late 1970s

and early 1980s. In 1998, Buyun Province Township, the first election for

township heads took place, which was regarded as “the most democratic election

of a township head in the PRC so far.” (Schubert, 2002: 48). However, the

democracy level of these elections is debatable, since Communist Party of China,

under its one party rule, has dominated and controlled these elections. Therefore,

under these circumstances, a high participation may be assumed but the “quality”

of participation remains questionable. Nevertheless also in Turkey, 1983 elections

after the coup took place under the shadow of the military rule. Political activities

of the pre-coup party leaders were banned by the military junta, which pointed to

the  fact  that  military  played  a  major  role  in  determining  the  members  of  the

parliament, in this abnormal political environment.

Obviously irregularities in elections should not be regarded as being

confined only to China, as Turkey has at times experienced them in its stormy

political history as well.

5.2.4 A Review

Turning back to the major concern of this section, we cannot reach an

overall verdict that Argentina, China, Poland and Turkey exhibit a common

development stance. Although there are some similarities in the behavior of

indicators  and  some  of  these  changes  stem  from  the  same  sources  which  are

directly related to the development discourse of the era, still it would be an

overgeneralization to claim the existence of a common development path followed

by all of the four countries.

China  seems  to  be  the  only  country,  whose  experience  has  differed

remarkably from the experience of the other three countries (with the highest share

of industrial sector in GDP, a non-independent central bank, neglected governance
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issues, high rate of trade union membership). Nonetheless, for some indicators like

unemployment and income distribution Chinese indicators were in line with those

of the other three countries. However, with almost unchanged labor force

participation rates, high but rapidly falling poverty rate, high GDP per capita

growth rate, the Chinese experience exhibits an outlier position.

5.3 Relative Performances of the Development Indicators Before
and After the Rise of Neo-Liberalism

Transition to neo-liberalism is expected to have caused many changes in

social  and  economic  development  indicators.  In  the  economic  histories  of  the

countries analyzed in the study, there exist important dates that represent the

beginning of an abrupt or gradual transition to neo-liberalism. For instance in

Argentinean history, late 1970s and particularly 1980s has opened up a new era,

since the first results of neo-liberal policies started to emerge in the early 1980s

and gained speed in the late 1980s. For Turkey, two important dates of neo-liberal

transformation were 1980 when liberalization attempts started and 1989 when

capital account liberalization was introduced. For Poland, the important date in this

context was clearly 1989, the year shock therapy started. For China, on the other

hand, it is not possible to identify such a date signaling the transition to neo-liberal

policies; however it can be mentioned that some reforms in that direction were

made since the first half of 1980s.

 Determining the dates representing each country’s first experience with

neo-liberal policies, will be helpful in observing the changes in development

indicators before and after these countries’ intense interaction with these policies.

In doing so, data unavailability is of crucial importance, since the lack of data does

not allow the necessary comparison to be made among the pre- and post-neoliberal

levels of the indicators. The fact that only the post-transition data can be observed

for some indicators, has to some extent constrained our analysis.

In this section, economic and social indicators of each country will be

compared by observing the trends of the indicators before and after the critical

points in the transition to neo-liberal policies. Any particular change in the path of
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the  indicators  will  be  discussed  around  the  question  whether  this  change  was

caused by the implication of neo-liberal policies or by other factors.

Table 36: Trends of Development Indicators before Neo-liberal Reforms and
Transitions

Source: Based on Tables 6-35.

ARGENTINA
Pre-1980

CHINA
Pre-1980

Poland
Pre-1989

Turkey
Pre-1980

GDP Per Capita
Growth Rate

Deteriorated
(Fluctuating)

Improved Deteriorated Deteriorated
(Fluctuating)

Share of
Agriculture
Industry

Services Sectors
in Total GDP

Decreased
Unchanged

Increased

Decreased
Increased

Decreased

-
-
-

Decreased
Increased
(TURKSTAT)
Increased

Agricultural
raw materials
exports

Decreased Decreased Unchanged
(Restricted
Data)

Decreased

Share of
Education
in Government
Expenditure

Increased Increased Increased Decreased

Infant Mortality
Rate

Decreased Decreased Decreased Decreased

Life Expectancy
at Birth

Increased Increased Increased Increased

Primary school
enrolment

Unchanged Decreased Slightly
Decreased

Decreased

Adult literacy Increased Increased Unchanged Increased
Urban
Population/Total
Population

Increased Unchanged Increased Increased

Population
Growth

Increased Decreased Slightly
Decreased

 Decreased

Central Bank
independence

Unchanged Unchanged Unchanged Increased

Political
Participation
Rates

Improved
(Restricted
Data)

- - Improved
(Restricted
Data)
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Table 37: Trends of Development Indicators after Neo-liberal Reforms and
Transitions

ARGENTINA
Post-1980

CHINA
Post-1980

Poland
Post-1989

Turkey
Post-1980

Labor Force
Participation
Rate

Improved Almost
Unchanged

Deteriorated Deteriorated

Female Labor
Force
Participation
Rate

Improved Almost
Unchanged

Deteriorated Sharply
Deteriorated

Trade union
Membership

Sharply
Deteriorated

Improved Sharply
Deteriorated

Almost
Unchanged
(Fluctuating)

Unemployment
Rate

Sharply
Deteriorated

Deteriorated Sharply
Deteriorated

Deteriorated

GDP Per Capita
Growth Rate

Improved
(Fluctuating)

Slightly
Improved

Improved Slightly
Deteriorated
(Fluctuating)

Share of
Agriculture
Industry

Services Sectors
in Total GDP

Unchanged
Reduced

Increased

Decreased
Increased

Increased

Decreased
Decreased

Increased

Decreased
Increased
(TURKSTAT)
Decr. (WDI)
Increased

Agricultural
raw materials
exports

Decreased Decreased Decreased Decreased

Poverty:
National
1$
2$

-
S. Deteriorated
S. Deteriorated

Improved
Improved
Improved

Improved
Unchanged
Improved

Improved
Unchanged
Deteriorated

Income
distribution

Sharply
Deteriorated

Deteriorated Deteriorated Slightly
Deteriorated

Share of
Education
Health
in Government
Expenditure

Increased
Unchanged

Increased
Increased

Decreased
Unchanged

Decreased
Increased

Infant Mortality
Rate

Decreased Decreased Decreased Decreased

Life Expectancy
at Birth

Increased Increased Increased Increased

Primary school
enrolment

Increased Decreased Unchanged Unchanged

Adult literacy Unchanged Increased Unchanged Increased
Urban
Population/
Total Population

Increased Increased Unchanged Increased
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Table 37 (Continued)

Source: Based on Tables 6-35.

In interpreting the results, it was recognized that the changes in some

development indicators were to a great extent due to neo-liberal policies. However,

these polices might also indirectly affect the course of some other indicators.

Going over the indicators will therefore throw some light on their impact.

5.3.1 Indicators on which Data for Both the Pre- and Post-Neo-liberal
Eras Exist.

GDP  Per  Capita  Growth: In the post-1980 period, Argentina, despite its

growth rate oscillating between positive and negative numbers, displayed positive

growth as a trend. After many deregulation policies and new foreign investment

laws implemented within the Cavallo plan in the Menem period, the economy of

Argentina became more vulnerable to external shocks. Therefore, an unstable

growth path was followed; however when the trend is calculated, there is a

Population
Growth

Decreased Decreased Decreased
(Negative)

(Decreased)

Governance
Indicators:
Voice &
Accountability
Political Stability
No Violence
Government
Effectiveness
Regulatory
Quality
Rule of Law
Control of
Corruption

Unchanged

Deteriorated

Deteriorated

Deteriorated

Deteriorated

Deteriorated

Unchanged

Unchanged

Unchanged

Unchanged

Unchanged

Deteriorated

Unchanged

Deteriorated

Deteriorated

Unchanged

Deteriorated

Deteriorated

Improved

Improved

Improved

Deteriorated

Unchanged

Unchanged
Crime rate Increased Increased Increased Increased

Central bank
independence

Improved Unchanged Improved Improved

Corruption
Perception
Index

Deteriorated Improved Deteriorated Slightly
Deteriorated

Political
Participation
Rates

Deteriorated N.A Deteriorated Deteriorated
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positive slope line for growth in this period, opposed to the deteriorating growth

performance in the previous period.

Poland displayed an improvement when its growth rate compared with the

previous period’s trend, since after the transition, except for the few years in the

beginning, Poland has always had positive growth.

In Turkey, after 1980, outward orientation and liberalization became major

policies. Particularly after the financial liberalization in 1989, boom-bust effects of

the  short-term  capital  flows  on  the  growth  rate  became  more  noticeable.  Under

these  circumstances,  Turkey  experienced  deep  economic  crises  as  Argentina  did;

and its growth rate fluctuated between positive and negative rates. The trend of

growth in this period was a slightly decreasing one. Before the neo-liberal

practices, the trend was also negative, which may mean that the higher ups and

lower downs in the growth ended up with a slightly better growth trend in the

second period.

It was only China which had positive growth trends in both periods. It did

not register any negative growth since the mid 1970s.

Share of Agriculture, Industry and Services Sectors in Total GDP: (a)

Agriculture: Before their neo-liberal experiences, in all countries (there is no pre-

1989 data for Poland), there was a fall in the share of agriculture. Furthermore, the

shrinkage of agriculture sector continued in the post-transition environment, with

the exception of Argentina for which the trend of agriculture sector’s share in GDP

has exhibited a horizontal shape. (b)Industry: For Argentina, the trend which

remained almost unchanged in the pre-1980 period, turned into a negative sloped

line thereafter. In China and Turkey (with regards to TURKSTAT data, since WDI

data  is  not  available  for  Turkey  in  this  period)  there  was  increasing share of

industry in the period after 1980s. After  the  transition,  the  share  of  industry

decreased in all countries except China. (For Turkey, TURKSTAT data shows the

opposite; however WDI data is available for all four countries, which renders the

comparison more meaningful for this period). (c)Services: In the pre-transition

period, only in China there was a fall in the share of services in GDP as a trend. In

the later period, share of services increased in all of the four countries.

This pattern of growth, neglecting industry while expanding the services sector

was experienced by all the developing countries in the later period, except China.



135

However,  this  was  a  pattern  much  different  from  the  historical  experience  of

today’s developed countries. As Bu ra and Keyder (2005) have mentioned in the

context of employment:

One observes, first, that in these countries the historical
pattern of structural change has not been the same as it was
in today’s developed countries that had industrialized. In
the latter, there was a shift from agricultural to industrial
employment followed, at a later stage by the increase in
employment in the service sector. Industrial sector, in other
words,  was  able  to  absorb  the  workforce  released  from
agriculture at the initial stages of economic development.
In late industrializing countries of the twentieth century, on
the other hand, the common historical pattern was not a
shift from agriculture to industry but to services, mainly in
the urban informal sector (Bu ra and Keyder, 2005: 13)

China did not adopt the policy framework of the dominant development

discourse for some time and implemented it only gradually thereafter. This may

account for its high and stable growth performances.

Agricultural Raw Materials Exports: In  the  first  period,  for  all  countries

except Poland agricultural raw materials exports declined, only in Poland this

remained almost unchanged. The fact that Poland has a very restricted data for the

pre-1989 period may be the cause of this result. In the later period, this indicator

displayed a decreasing trend for all countries.

It  is  not  very  meaningful  to  form  a  direct  connection  between  this  result

and neo-liberal policies, since this is a path that all developing countries seem to

have followed regardless of their economic policies.

Share of Education in the Government Expenditure: Developmentalist state

has by and large come to an end with the rise of neo-liberalism. Deregulation and

sharp reduction in the role of the state were the main tenets of this approach which

also entailed privatization of education. Although the evidence from the data is

expected to support this picture, the data is again limited to come up with a

meaningful conclusion.

In the first period, the share of education in total government expenditure

increased for all countries, except for Turkey. In the later period, when the trends

are measured, for Argentina and China this share increased; for Poland and Turkey
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it decreased. However looking at Table 17, one can observe that this increase was

negligibly small in Argentina. Only in China, a relatively big change occurred in

this indicator, compared with the former period. This may be the result of the

increased importance attached to education, like increasing the period of

compulsory education to nine years and providing the necessary infrastructure for

this purpose. This educational reform was part of the liberal reforms that began in

the 1980s, during Deng Xiaoping leadership. In this case, one can argue that this

educational progress may have been liberalism-driven.

Infant Mortality Rate: This indicator is not expected to be very sensitive to

short term policy changes. Not surprisingly, infant mortality rate decreased in all

countries both in the first and the second periods.

Life Expectancy at Birth: As in  the  case  of  infant  mortality,  it  seems that

life expectancy at birth was not sensitive to the set of policy change as part of the

neo-liberal  transition  and  increased  in  both  the  first  and  the  second period  for  all

countries.

Primary School Enrolment: Primary school enrolment rate was high for all

four countries in both periods. Therefore, the changes that have occurred during

the period of policy change were very small. Primary school enrolment decreased

for  all  countries,  in  the  first  period  except  Argentina  where  it  was  unchanged.  In

the later period, it increased for Argentina, decreased for China and remained

unchanged for Poland and Turkey.

Adult Literacy: In both periods, adult literacy rate increased for all

countries except Poland. This rate was almost 100% in Poland since the 1970s.

Urban Population Rate: In the previous period, this ratio increased for all

countries, except China. While in the second period it increased for all countries

except Poland.

For China, the situation in the previous period is quite understandable, as

rural-to urban migration was banned under the hukou system; before it started to

be gradually abolished under the liberal reform wave in the 1980s.

Population Growth: Population growth is another indicator, which does not

have a directly strong relation with neo-liberal experiences of the countries. In the

previous period, population growth increased only for Argentina as a trend;
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decreased for the rest of the four countries. In the later period, population growth

decreased for all of the four countries.

Central Bank Independence: Central Bank independence was an integral

component  of  the  neoliberal  policy  agenda,  especially  in  its  more  recent  phases.

The regulations in Argentina in 1992 as a part of the Cavallo plan; in Poland in

1997 and in Turkey in 2001 soon after the eruption of the crisis were all part of the

liberal configuration of the economy.  As a result, in the later period, only in China

the degree of central bank independence remained unchanged; in the rest of the

countries it improved although the reform in this direction in Turkey in 2001 is not

reflected in the data.

Political Participation Rates: The data is very limited for the previous

period  and  is  available  only  for  Argentina  and  Turkey.  As  a  trend,  there  was  an

improvement for the two countries. In the later period, this rate deteriorated for

Argentina, Poland and Turkey. For China data on this indicator was not available.

The deterioration of political participation in these countries may be the

result  of  depoliticizing  waves  in  the  air  during  the  neo-liberal  transition.  On  the

other hand, lack of firm political alternatives other than the liberal parties, that has

the strength to establish a government, may have created lack of enthusiasm on the

part of voters.

5.3.2 Indicators on Which Data Exists only for the Post-Neoliberal Era

Labor Force Participation Rate: In the period, in which all countries

experienced neo-liberal policies, LFPR deteriorated for Poland and Turkey, was

almost unchanged in China and improved in Argentina. As discussed earlier in this

chapter, the rise in Argentina was the result of the ELR programs, Trabajar and

Jefes. These programs were greatly supported by the World Bank. As stated in

Tcherneva and Wray (2005), Trabajar “was the darling of the World Bank, which

consistently gave it positive reviews.” (Tcherneva and Wray, 2005: 3).

Additionally,  almost  one-third  of  the  cost  of  the  Jefes  program  was  funded  by  a

loan from the World Bank (Tcherneva and Wray, 2005: 3). The increase in the
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LFPR of Argentina may in large be attributed to this program highly supported by

the Bank, one of the main institutions behind the rise of neo-liberalism.

The  fall  in  LFPR  in  Poland  may  have  initially  resulted  from  closure  of

large firms during the transition. Obviously the changes in this indicator in

Argentina and Poland were closely linked with neo-liberal policies.

Female Labor Force Participation Rate: The trends in FLFPR were the

same as LFPR. The increase in Argentina can be traced to the ELR programs. The

decrease of female labor from agriculture seems as the major cause of the fall of

FLFPR in Turkey. This is indirectly related with the neoliberal policies; since the

shrinkage of agriculture was accelerated by the post-1980 policies in this direction.

Trade Union Membership: In Argentina and Poland there was a fall in

trade union membership rate. In China, it increased while in Turkey it remained

unchanged when measured as a trend.

Neo-liberal policies are expected to have deep direct and indirect effects on

the weakening of the trade union membership in the developing countries. First,

the decreasing share of industry, caused trade unions to lose much ground, since

they have traditionally best organized in that sector. Second, trade unions have

gained their strength under mass production conditions, in which the working class

was more homogeneous. Now, as technology has emerged as a key element in the

production process, labor is no longer a uniform body. Third, new types of

employment have become widespread, like part time, temporary employment.

Flexible hours and non-standardized working forms also contribute to the

weakening  of  trade  unions.  Fourth,  in  a  world  of  economic  globalization  and  the

internationalization of production that has accompanied it, trade union

membership is regarded as a factor that   increases labor costs. Since, international

capital is looking for cheap labor; trade unions are gradually losing blood (Çelik,

1999). 45

Unemployment: Unemployment has increased in all countries; particularly

in Argentina and Poland. In Argentina, main reasons behind unemployment can be

attributed to factors surrounding neo-liberal policies. The failure of the Cavallo

Plan, the Tequila affect, the 2001 economic crisis were all liberalism-rooted. The

ELR programs were short of reversing this negative trend of unemployment.

45 See Çelik (1999) for more detailed reasons behind  trade union’s loss of power.



139

Both Turkey and Poland, are characterized by the so-called “jobless

growth” phenomenon, (economic growth not creating much employment), which

emanates from the weakness of current growth policies supported by the dominant

development discourse.

Poverty: Although the data is very limited for poverty in terms of national

poverty line and data for Argentina is not even available; for China, Poland and

Turkey poverty trend line has a negative slope. With regards to the international

poverty lines, population living under 1$ a day increased in Argentina; decreased

in China and the trend line is horizontal for Turkey and Poland. On the other hand,

population living under 2$ a day increased for Argentina and Turkey, decreased

for China and the trend this has followed represents no change for Poland.

In Argentina and Turkey which have closely adhered to neo-liberal policies

in 1990s, poverty is far from being eliminated. In Turkey, poverty with regards to

the national poverty line is high. In China, poverty rate for rural China are

extremely high despite the intensity of efforts to eradicate.

Income Distribution: Income  distribution  deteriorated  in  all  of  the  four

countries; particularly Argentina which suffered from the most severe worsening

of income distribution. Since mid 1980s, the ratio of income share held by highest

10% to the lowest 10% increased in all countries. On the basis of the evidence

provided by the four countries which have been implementing liberal policies in

the last two decades, it is proper to conclude that neo-liberal policies by and large

ignore and characterized by a worsening of income-distribution.

Share of Health in Government: The expectation for the share of education

in total government expenditure also applies here. For China and Turkey the data

is very limited; however, for both of these countries, the slope of the trend line is

positive. For Argentina and Poland, this indicator has a constant trend. As the data

for  Argentina  and  Poland  hardly  sheds  light  on  the  last  decade,  it  is  hard  to

establish the link between this indicator and neo-liberal policies.

Governance Indicators: The oldest data for this indicator is from 1996;

therefore a more detailed analysis is not possible.

China’s poor overall, performance regarding governance indicators may be

the  result  of  its  authoritarian  regime.  As  a  trend,  there  is  an  unchanged  situation

rather than deterioration, Poland is placed in the top position among the four
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countries. As stated earlier, the European Union membership process may have

played a decisive role in the better performance of Poland.

Crime rate: Crime rate  has  increased  in  all  of  the  four  countries  after  the

transition to neo-liberal policies. Economic factors such as poverty, deteriorating

income distribution and unemployment may be the main factors behind the rise in

crime rates in these countries.

Corruption Perception Index: According to the corruption perception

index, as a trend Argentina, Poland and Turkey are placed high and China is low in

ranking of countries with high index values to countries with lower values.  This

result is somewhat surprising if one considers China’s large and authoritarian

bureaucracy which may be more open to corruption.

5.3.3 A Review

Because of conceptual and data deficiencies, establishing the effects of

neo-liberal policies on some indicators was not possible. However, the discussion

in  this  section  has  confirmed  that  some  other  indicators  are  affected  by  the  neo-

liberal transition and reforms.

Socio-economic indicators seem on the whole the least affected by the neo-

liberal policies. The most significant change occurred for income distribution; it

worsened for all countries.

Economic indicators and governance indicators were, on the other hand

seen to be more responsive to neo-liberal policies. There were, however, mixed

results; some indicators have worsened while others have improved for each of the

four countries. For instance, GDP per capita worsened for Argentina and Turkey,

however it improved for China and Poland. It should be reiterated that this

outcome can be the result of different degrees of impact of neoliberal policies or

diverse forms of policies implemented in conjunction with these policies.
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5.4 Comparison of Performances

 In this section, it was aimed to find whether the followers of the dominant

development discourse or the ones outside this trend have had better performances.

As it was chosen not to employ a composite index, an alternative method has been

in use for analyzing the development indicators based on a subset of the twenty-

one indicators that have been initially identified. To determine the exact path the

countries followed, it is beneficial to analyze the time period in two distinct

periods, namely the pre and post-neoliberal transition/reform, as in the previous

section. This necessitates choosing the responsive indicators to this time-division.

Keeping this in mind and eliminating indicators with comparison problems, the

following 11 variables are selected.

1. Labor Force Participation Rate

2. Female Labor Force Participation Rate

3. Unemployment

4. Poverty

5. Income Distribution

6. GDP Per Capita Growth Rate

7. Share of Education and Health in Government

8. Central Bank Independence

9. Governance Indicators

10. Crime Rate

11. Corruption Perception Index

5.4.1 How Do Countries Perform?

The countries  are  ranked  under  two categories  for  the  two periods:  In  the

first two column of Table 38, they are ranked with regard to the degree of their

improvements,  which  is  evaluated  by  the  slopes  of  their  trend  lines  for  each

indicator. For instance, the country with the highest positive sloped trend line for

GDP per capita growth is given 1. Second, these countries are ranked with regards

to the total amount they gather from all the indicators. For instance, the country
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with the highest  average (sum of all  years divided by number of years) growth is

given  1.  Or,  the  country  with  the  lowest  average  unemployment  rate  is  given  1,

and the rest are evaluated in the same manner. These ranking is done for both

periods. Then, for each period, the sum of these numbers are taken, the country

with the lowest sum is counted as the best performer.

In pre-transition period, among the four countries, Argentina has 9, China

has 7, Poland has 11 and Turkey has 12 total points (Table 38). In the second

period, Argentina has 75, China has 53, Poland has 63 and Turkey has 59 total

points.  According  to  this  evaluation  scheme,  both  in  the  pre-  and  post-

transition/reform periods, China has performed the best. Since pre-transition data

is very limited; the analysis can be made better for the post-transition/reform

period.

The countries can be grouped in two categories; one is the group

represented by Argentina and Turkey; the other comprising China and Poland with

some experience under socialism. The first group is known to be more devoted to

the dominant development policies in the world, compared with the other group. In

the  second  group,  Poland  preferred  a  shock  therapy,  as  a  way  of  transition  to

liberal policies; China on the other hand put into practice a more gradual method.

Drawing on the analysis carried out in the preceding two sections of the chapter,

the question who performed better will be answered.

When Poland and China are compared in the post transition/reform period,

China improved its indicators more than Poland in this period; however in terms of

ranking; Poland is 1 point better in total (Table 38).

When compared with the “shock therapy” or the “big bang” policies

applied by Poland, the gradual approach seems to have worked in the case of

China. China developed “its unique reform strategies, which were carried out with

great flexibility (“taking two steps forward and –if in trouble- one step back”) and

great pragmatism” (Gamer, 2003: 126-7).
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Table 38: Best Performer

Pre-
Transition
Improvement

Post-
Transition
Improvement

Pre-
Transition
Ranking

Post-
Transition
Ranking

Labor Force
Participation Rate n.a n.a

Argentina 1 3
China 2 1

Poland 4 2
Turkey 3 4

Female Labor Force
Participation Rate n.a n.a

Argentina 1 3
China 2 1

Poland 3 2
Turkey 4 4

Unemployment n.a n.a
Argentina 4 3

China 2 1
Poland 3 4
Turkey 1 2

Poverty n.a n.a
1 $

 Argentina 4 3
 China 1 4

 Poland 2 1
 Turkey 3 2

2$
 Argentina 4 3

 China 1 4
 Poland 2 1
 Turkey 3 2

Income
Distribution n.a n.a

Argentina 4 4
China 1 3

Poland 3 1
Turkey 2 2

GDP Per Capita
Growth Rate

Argentina 3 2 4 4
China 1 3 1 1

Poland 4 1 2 2
Turkey 2 4 3 3
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Table 38 (Continued)

Governance
Indicators n.a n.a

Argentina 4 3
China 3 4

Poland 2 1
Turkey 1 2

Corruption
Perception Index n.a n.a

Argentina 3 3
China 1 4

Poland 4 1
Turkey 2 2

Crime Rate n.a n.a
Argentina 4 3

China 1 1
Poland 3 4
Turkey 2 2

Trade Union
Membership n.a n.a n.a

Argentina 3
China 1

Poland 4
Turkey 2

Share of
Education and
Health in
Government
Education

Argentina 1 2 1 2
China 2 4 3 1

Poland 3 3 2 4
Turkey 4 1 3 3

Health n.a n.a
Argentina 1 4

China 4 2
Poland 3 3
Turkey 2 1

TOTAL
Argentina 4 37 5 38

China 3 26 4 27
Poland 7 37 4 26
Turkey 6 30 6 29

Source: Based on Tables 6-37.
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China has on the whole been doing better than Poland. This by no means,

means that all indicators have been favorable. Regarding the socio-economic

indicators, China still has a lot to do; nevertheless, with respect to indicators like

GDP growth per capita, labor force participation rate, female labor force

participation rate and unemployment, China ranks either top or is in the top two.

Obviously, these indicators are highly related with regulatory policies of the state,

which exhibits China’s distance from pure liberal policies.

Poland has been doing well in income distribution, poverty (with regards

to the international poverty levels) and growth. However seems to be unsuccessful

in creating employment and increasing the labor force participation rate. This may

mean  that  the  current  policies  which  create  growth  do  not  generate  sufficient

employment, should be subject to more critical evaluation. Poland’s good

performance  in  terms  of  governance  indicators  presents  a  sharp  contrast  with  its

disastrous record with respect to the crime rate indicator.

Turkey and Argentina have been more devoted to the dominant

development discourse in both the first and the second era. To begin with the

common  features  of  these  two  countries,  both  performed  badly  in  terms  of  GDP

per capita growth, both in the first and the second periods.

Not only in this sub-group; but also among all four countries Argentina

performed the worst. In indicators such as GDP per capita growth, poverty, income

distribution and governance, Argentina showed the weakest improvement and also

in terms of the evaluation criteria that we have developed, it ranked either the last

or was within the last two positions. In corruption perception and crime, Argentina

also had a poor ranking.

Turkey’s overall performance was better than Argentina. Nevertheless,

Turkey had a poor performance in both total and female labor force participation.

GDP  per  capita,  on  the  other  hand,  has  followed  the  same  dynamics  with

Argentina; boom-bust cycles and lower average rates of growth than China and

Poland. As far as poverty indicators are concerned, Turkey ranks in the middle

level; ranks as the second in terms of average poverty rates calculated on the basis

of the two international poverty lines. Both in terms of post-transition ranking and

post-transition improvement, Turkey is the second best in the ratio of the income

received by the richest and the poorest deciles. The same applies for crime rate and
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corruption perception. In governance, Turkey seems to be performing rather well.

It has the best improvement profile among the four countries.

5.4.2 An Overall Discussion

Among the four countries, China has diverged the most from the prevailing

development discourse which seems to have been a major facto behind its

successful development pattern.

In the current circumstances, Chinese socialist market system is definitely

not a purely socialist system. Chinese economy is integrated into the global

economy by means of trade. Moreover, private and foreign investment is

supported by the government. But China is not a free market system, either. As Pei

(2008) states:

The CCP [the Communist  Party of China] controlled state
remains deeply and extensively entrenched in the national
economy, owning trillions of dollars in assets and
monopolizing  strategic  sectors.   It  is  often  tempting  to
compare contemporary China to South Korea and Taiwan
during their high-growth phase under authoritarian rule
(roughly from the early 1960s to the late 1980s). … The
direct involvement of the state in the economy is far more
extensive and entrenched in China than it had ever been in
either South Korea or Taiwan (based on the state-owned
sector’s contribution to gross domestic product,
employment and ownership of assets) (Pei, 2008: 45).

Basically, what China followed was an open-ended, trial and error

approach. This political stability also owed much to the insistence on one party

system. As Gamer (2003) emphasized, “China’s attempt to modernize its economy

without changing its political system would confuse those in the West and would

burden China with new social problems, but it would also bring China the broadest

prosperity it had ever experienced. (Gamer, 2003: 81)”

Among  these  social  problems  the  most  prominent  are  poverty,  income

distribution and poor governance. Average rankings for poverty in terms of both
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international levels are worst and for the ratio of income share held by highest

10% to the lowest 10% are the second worst for China among the four (Table 38).

However although its post-transition rankings are high, China exhibits the best

improvement in eliminating poverty. In terms of governance indicators, China

ranks bottom. It seems that it is not making any serious attempt to change this

situation, as there is no remarkable improvement in governance indicators for

China.
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CHAPTER 6

SUMMARY AND CONCLUSION

Liberalism promised high growth for developing countries, which was

expected to have spillover effects like improving living standards, eliminating

poverty and creating employment. On the other hand, as this promise was highly

criticized in Chang and Grabel (2004), “neo-liberalism has also promoted

democracy, good governance and sound economic policy in developing countries”

(Chang and Grabel, 2004: 16)

This study provided a general framework to assess whether liberalism kept

its promises or not, by examining the relationship between development and

liberalization, comparing Argentina, China, Poland and Turkey, which are at

different stages of development. On the other hand it aimed to throw light on the

question,  whether  the  experiences  of  the  countries  are  unique  or  they  display

strong similarities and to discover whether the followers of the dominant

development discourse; or the countries which are outside this trend exhibit higher

development performances.

Before comparing the four countries, a detailed background was provided

to facilitate a better comparison. Mentioning briefly the contextual changes in

development economics and development policy practices during the past five

decades or so; and the economic and political histories of the countries through

this period, were considered to have important implications for the comparison of

the development performances of the countries.

In  the  second  chapter,  the  evolution  of  development  economics  was

discussed. The path development economics followed since its emergence as a

sub-discipline after the Second World War was observed. This period of more than

a half-century was summarized in three subdivisions: The origin of development

economics; the structuralist, pro-Third World era and the neo-liberal period. When

discussing the history of development economics, the effects of the existing world
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conjuncture and power relations in the world on the development comprehension

were also emphasized.

In  the  third  chapter,  economic  and  political  histories  of  the  four  countries

were highlighted. The histories of the countries were put forward briefly; in a way

that they would be helpful to figure out when and how neo-liberal transformation

occurred, which actors were dominant in the transformation process, what the

relative roles of the domestic and the external actors were and whether the country

experiences matched closely with the main shifts in development discourse.

The economic histories of the countries were presented to provide a

background for the comparison that was carried out in subsequent chapters;

however some preliminary conclusions could also be derived from the historical

overview.  First  of  all  Argentina  and  Turkey  had  some  similarities  both  in  the

political and the economic realm, which gave way to the implementation of

parallel development policies at certain periods. Second, China has been the most

unique figure among the four countries, in particular with the peculiar type of

liberalism it developed. Third, in all these countries important domestic actors

were instrumental in initiating and leading the liberal reform/transition processes.

Furthermore, all these countries have developed close relations with the

international financial institutions like the IMF, the World Bank and the WTO,

which played decisive roles in the economic policies of these countries.

  In the fourth chapter development was redefined on the basis of twenty

one indicators and these indicators were discussed together with their significance

and implications for development. These indicators included some qualitative

elements along with the strictly quantifiable ones.

In the fifth and the core chapter comparison was conducted among the

development performance of the four countries for the period of 1965-2005. Three

major aims of the comparison were, observing the trends in development

indicators before and after the rise of neo-liberalism; analyzing whether the

experiences of the countries are unique or they display strong similarities with

each other, and assessing whether countries that follow the dominant development

discourse of the time are more successful than those that diverge from it.

The first conclusion to be derived from the data comparison of twenty one

indicators was that there was no universal development path followed or
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development policies implemented by all of the four countries. Even Argentina

and Turkey, which have some in common with regards to their economic and

political histories, have differed in  key indicators like total and female labor force

participation and GDP per capita growth. However, there were also undeniable

similarities among countries, which stemmed from the effects of the dominating

development discourse on the development policies employed by these countries.

For instance, the shares of sectors in GDP behaved the same in all countries

(except for China’s massive industrialization) and unemployment increased in all

countries.

The second result of the comparison is that neo-liberal transition and

reforms in the four countries brought about changes in some indicators. Indicators

which were least affected by the liberal policies were socio-economic indicators

like infant mortality, life expectancy, adult literacy and population growth. These

indicators were not expected to respond much to the comparatively short-term

changes that took place during the past 20-25 years, since they had already

attained considerable progress in the pre-transition/reform period.

Nonetheless, changes in many indicators have direct relations with neo-

liberal policies. For instance, GDP per capita growth rate, trade union membership,

unemployment, female and total labor force participation, poverty, income

distribution, shares of sectors in GDP, central bank independence and governance

indicators were all directly related with the neo-liberal policies. On the other hand,

changes in crime rate and political participation were interpreted as indicators that

are indirectly related with neo-liberal policies.

As the third conclusion, China has been outside the development policy

trend in the world and has been doing better than the other countries in many

indicators like GDP per capita growth, labor force participation and

unemployment.

Argentina and Turkey have often followed the path of prevalent

development  discourse,  during  the  neo-liberal  transition/reform  era  as  well  (with

some important exceptions like 1983-1989 period in Argentina).  Poland even if it

was a socialist country till 1989, chose the way to attach its economy immediately

to the neo-liberal stance dominant in the world economy. China seems to be the

only country, whose experience has differed remarkably from the experience of
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the other three countries and appeared to be the best performer according to the

total evaluation of the country performances in all indicators.

Although for indicators like poverty and income distribution China ranks in

the worst positions, it has displayed sizable improvement in each of these

indicators  in  recent  years.  The  rapid  improvement  of  China  despite  its  relatively

low rankings is the main contributor to its success in the overall evaluation.

Neo-liberal policies did not produce similar results for all indicators in the

four  countries.  Taking  growth  rate  of  GDP  per  capita  as  an  example,  since  the

beginning of the neo-liberal transition in Poland and neo-liberal reforms in China,

negative growth was not observed in both countries. On the other hand, in

Argentina and Turkey, growth rate has fluctuated between negative and positive

values. This may be related with the extent of neo-liberal transformation and the

mechanism of implementation. In Argentina and Turkey, neo-liberal policies were

ardently implemented in 1990s, just as the same way as they were promoted by the

international institutions. In China, a more prudent policy was implemented. In

Poland, in some periods like 1994-1997, the abrupt transition left its place to

temporary state interventionist phases.

As another example, in unemployment and in income distribution, neo-

liberal policies seem to have contributed to the unfavorable overall picture in all of

the four countries. In the poverty indicator, however, there was improvement in

China and Poland. Therefore, in the scope of this study, it is not a proper approach

to put all the blame on neo-liberal policies for every worsening indicator; or praise

them as the only reason of every improving indicator. Country-specific factors

may account for improvement in some indicators as well as being responsible in

the deterioration of some others.

Although the data used for comparison enabled us to reach these

conclusions,  it  had  a  number  of  deficiencies.  Data  availability,  quality  and

comparability issues were existent throughout the comparison process. For social

indicators qualitative and comparable data were available only after 1980s. This

situation points to the fact that, well-coordinated data of an indicator can be

available only after it comes into prominence as a main component of

development. Unemployment, poverty, income distribution are good examples in

support of this argument.
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On  the  other  hand,  limited  data  and  even  the  lack  of  data  for  some

indicators in the current period, still gives idea about the development perception

of the era. Poverty, income distribution and government expenditure can be

counted as examples, which have limited data, compared with other indicators like

growth  rate  of  GDP  per  capita,  sectoral  composition  of  GDP  or  infant  mortality

and life expectancy. It is common to have difficulty in finding data for the

indicators that the current development apprehension does not give importance,

disregards or neglects. The availability of data goes together with the emergence of

new areas of concern reflecting the changes in development comprehension or

regaining prominence of some indicators. Despite the already emerged awareness

of the huge poverty and uneven income distribution in developing countries, these

issues do not receive the attention they deserve.  This is another conclusion to be

drawn from the  study.  On the  other  hand  the  emergence  of  some information  on

”new” areas of concern such as governance is witnessed, as well.

This study was based on individual countries; not regions or country

groups. It was aimed to view how some development indicators evolved during the

past four-five decades. Although its context is broad; it is a case study as well.

Developing a composite index for all these indicators could also have been helpful

for the inter-country comparisons. However, observing the behavior of each single

indicator, as the method adopted in this study, had the advantage of facilitating

their thorough interpretation in conjunction with the changing development

discourse and the neo-liberal transformation of economic policies.

It is hoped that this study encourages other comparative studies of Turkish

economic development to alleviate the dearth of studies in this field. Comparison

of the Turkish economy in a multi-indicator and multi-country approach as

adopted in this study may be suggestive for further studies in the field.
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