THE END OF THE
DEVELOPMENT ERA

CAUSES, CONSEQUENCES AND PATHWAYS
FORWARD



How can things
be so good - & so bad?
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Some of Hans Rosling’s key facts

©

In the 20 years prior to 2015, extreme poverty halved globally, to
around 9% - compared to 50% in 1966

80% of all children are now vaccinated against the common

childhood diseases

Child mortality has been halved since 1990 and fertility is down

from 5 children to 2.5, since the mid 1960s

Global Life expectancy is now over 70 years, compared to just

over 30 at the beginning of the 20th century



70 years of the big stuff going right
e Great power peace and declining interstate conflict

e A post-colonial, concerted national & international focus on development, boosted by highly
effective public health & agricultural technologies — vaccines, oral rehydration, high yielding
crops

e A shift from excessive state control and doctrinaire socialism in many countries to greater use
of markets, unleashing SME growth

e The freeing up of international trade, providing new opportunities in labour intensive
manufacturing, particularly for the countries of East Asia

e The development of international institutions, norms and standards that have fitfully and
imperfectly improved international relations
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But major storm clouds ahead
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Indermit S. Gill

Senior Vice President and Chief Economist, The World Bank Group, Jan 2024

“The end of 2024 will mark the halfway point of what was
expected to be a transformative decade for development

What looms instead is a wretched milestone: the weakest global
growth performance of any half-decade since the 1990s, with
people in 1 out of 4 developing economies poorer than they were
before the pandemic.”



Our key weaknesses in
responding to unprecedented
international challenges?

Outdated and dogmatic
economic and foreign policy,
captured by vested interests




The fall of the Berlin wall — and the rise of hubris




Western Development Theory
— a realist reading

1. “We’re developed. We know how this is done

> Listen and learn”

2. “The guys who picked up our recipe in East Asia have done really well
» Take note”

3. “The other guys — the Soviets — they failed
» Just saying”



Martin Wolf  cChief Economics Commentator,
Financial Times, Sept 18, 2019

“Why rigged capitalism is damaging liberal democracy”

“Over the past four decades, and especially in the US ... we have observed an unholy

trinity of slowing productivity growth, soaring inequality and huge financial shocks

What we increasingly have is an unstable rentier capitalism ... & not coincidentally

an increasingly degraded democracy.

The way our economic and political systems work must change, or they will perish”



Massive redistribution of income, wealth & power

e According to the US Economic policy Institute:
» US CEO pay averaged 350 times worker pay in 2020, up over 1300% since 1978
» US real wages have been static for 30 years & declining for lower skilled workers

» Life expectancy trending down since 2014. Height is declining in several cohorts

e |n Australia the richest 200 increased their share of GDP from 8% 20 years ago
to 25%

e Actuaries Institute research shows the profit share of national income doubling
since the 1970s, with income inequality (Gini coefficient) the highest since WWII
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HOW DID THIS HAPPEN

SALLIE




Institutions matter most: don’t degrade them!




Three reasons for policy stalemate

1. Interlinked & reinforcing economic and foreign policy orthodoxies
few are willing to challenge, even as they fail

2. Professionalised politics is less grounded in citizens’ experience or
evidence. More ideological

3. Vested interests have sharpened lobbying and developed
symbiotic relationships with conventional political parties



Australian governance missteps

End of tenure for Departmental Secretaries

Evolution of unaccountable Ministerial Adviser class

Never ending efficiency dividends, hollowing out departments
Selling of Ministerial access to raise party funds

Exemption of political parties from advertising and misinformation



“What happened to Australia?”

Previously a global problem solver:

» Reconstructing Cambodia

» Pushing for reform of world agriculture markets

» Pioneering harm reduction strategies for HIV

» At forefront of joining up the Mekong subregion

» Developing the doctrine of Responsibility to Protect

» Shepherding East Timor independence



From punching above our weight
to not pulling our weight

* Post 9/11, progressive shift to militarized foreign policy
» Starting with Iraq and Afghanistan - Bin Laden’s revenge
» Culminating in AUKUS

* Very little attention to renovating and resourcing ‘rules-based order’

* Devoting less than half of what we used to ODA — now at bottom of pack

» Multilateral core funding halved



Australia’s ODA to national income ratio

Projections
based on
"lock in"
increases
of 2.5% p.a.
to 2036-37
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Total global ODA

DAC countries - Components of official development assistance (ODA), 2000-23

USD billions (constant 2022 prices)
225

== Bilateral dev. projects and TC Multilateral ODA Humanitarian aid == In-donor refugee costs == Net debt relief grants




Not pulling our weight: 4 examples

1. Climate change
 Ranked 19 out of 22 in new Centre for Global
Development score card
* Emissions/head unchanged /25 years
* ‘One of worst emitters’ — Australia Institute

* Little sign of ‘new and additional finance’



Not pulling our weight

2. Health security

 Admirable if reactive response to COVID

e Not sustained to renovate and rebuild international
system

* Health funding close to half proportion it was in
2020/21 — back to low levels of pre covid era



Not pulling our weight

3. People movement

e Toxic international issue not being effectively addressed
Global asylum seeker claims doubled 2013-2022

* Will need entirely new regime to reduce and better spread
burden

Australian Refugee Council ranks Australia 77t on per capita
basis



Not pulling our weight

4. Human rights
* Under considerable international pressure, including in the
West
* Good to see evidence of Australian ‘concern’
* Our impact complicated by treatment of indigenous people

* Gaza an acid test of international rules and obligations
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CRITICAL REFORMS

1. Protect and strengthen democratic governance — especially
Integrity institutions

2. Revamp socio-economic policy to elevate equity & opportunity

3. Break the national security stranglehold on Australia’s
international relations — move away from AUKUS

4. Recommit to constructivist, middle power foreign policy focused
on East Asia and Pacific not Washington and London



5. Shift comprehensively from aid to development, reforming strategy
tools and operations

Recognise that development is a top tier issue for the emerging powers that should be our new
political partners —i.e. Indonesia, South Korea, the Philippines etc

* Focus predominantly on cooperating as equals on shared problems such as climate change;
people movement; health security and technology challenges. Ditch aid/development
language

* |Invest much more heavily in ideas, knowledge and policy for influence

 Combine the best of diplomatic and development approaches to create a new toolkit for
middle income countries that is faster, more responsive, experimental and adaptive

* Reinvigorate multilaterals by supporting reforming or creating key institutions while stepping
back from those that are less relevant



Let’s end on a happy note

The Trump tipping point ?
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