Introduction to the Economics of Development – Key concepts and Definition List


Lecture 1: 
Economic history of the World: 
· Everyone used to be poor: we only started seeing significant income and welfare gains from the Industrial Revolution (starting in the 1760s in England and in continental towards the end of the century)
· Economic growth started in the West: 
· Western Europe was the first to experience continuous economic growth 
· Industrial Revolution started in the UK mid 18th century
· Europe soon followed and then Australia and North America
· The West was able to produce more and more goods (and services) thanks to technological progress
· Economic wealth translated into economic power (colonization and Imperialism) 
· Europe became powerful because it was more developed (not the other way around) 
· European countries plundered their colonies, but this wasn’t the main source of wealth (West was primarily wealthy because it could produce more goods and services) 
· Japan catches up: 
· Started imitating the West in the 19th century (Meiji period) 
· Strong industrialization in the early 20th century resulting in the country becoming a serious military power during WWII.
· After WWII: extremely strong economic growth (thanks to industry that specially focused on steel, coal and cotton but also female labour) 
· Japan now one of the richest countries in the world 
· East Asia’s growth miracle: 
· Asia’s growth comparable to SSA until 1960s. After 1960s East Asia saw increasing economic growth and really got going during the 70s and 80s
· Four Asian Tigers: Hong Kong, Singapore, Taiwan and South Korea
· Spectacular growth from these countries from 60s to 80s. Today, they are all high-income countries
· Other East Asian grew strongly as well (albeit less than the Asian Tigers). Countries like Indonesia, Malaysia and Thailand are all middle-income countries nowadays. 
· There was a big financial crisis in Asia in 1997: caused by collapse of currency exchange rates and hot money bubble. Started in Thailand, when government unpegged Thai baht with US dollar, leading to strong currency depreciation. Financial contagion spread through East Asia with rapid currency declines, in turn causing stock market declines, reduced import revenues, etc. Indonesia, South Korea, Malaysia and Thailand were the most affected (as seen by dip in per capita income graph in 1997)
· Luckily, these countries kept growing and recovered quickly from the crisis. 
· Asia’s largest economies: China and India
· In China: 88% of population living on less than 1,9$ per day in 1981  only 2% in 2013. More than 500 million lifted out of extreme poverty
· In India: 54% of population living on less than 1,9$ per day in 1981  only 21% in 2011. 
· China started reforming its economy step-by-step after Mao’s death in 1976, with spectacular results. 
· Africa’s growth tragedy: 
· Very slow to no growth since 1960
· Most of world’s poorest countries are in SSA (some exceptions)
· Some growth over past 2 decades, however growth remains fragile and very vulnerable to shocks such as falling commodity prices, climate crises, disease, conflict, etc. 
· Latin America’s difficult growth: 
· Decent growth up until 1980
· “Lost decade” during 1980s 
due to heavy borrowing in 1970s 
high interest rates in the early 1980s + falling commodity prices
 resulted in debt crisis for many countries (some African countries affected too) 
· Fundamental problem in Latin America: inequality (has led political problems, especially populists vs. elites, big land ownership issues and inequality)
· The Great Experiments: the Former Communist Countries
· Russia first communist country in 1917, countries in Eastern Europe, Asia and Africa followed (after WWII)
· Many other countries adopted socialism, state control and planning, etc. 
· Communism did work as expected
Allowed for raw industrial development but that was about it.
Ruthless
Incentive problems (why would I bother working hard?) and information problems (what do consumers want? What’s most efficient?, etc.) 
· Fall of communism  adoption of free market reforms  effects were mixed
· In China, free market reform had strong growth effects, but major disruptions (and big economic depression) in former Soviet Union and Eastern Europe in the short/medium run (recovery in long run) 
· 

Lecture 2: 
· Gross Domestic Product: GDP gives the market value (based on market prices) of all final goods and services sold in a country in a given year. 
· Economic growth: usually defined as growth in GDP 
· Gross National Income: GNI measures the total income of residents of a country in a given year 
· Inflation: increase in the general price level of goods and services 
· Nominal GDP: includes the effect of price changes 
· Real GDP (= GDP in constant prices): corrects for the effect of price changes 
· GDP per capita: GDP/population 
· Purchasing power parity: Purchasing power parity is the measurement of prices in different countries that uses the prices of specific goods to compare the absolute purchasing power of the countries' currencies
· Absolute poverty: poverty is defined as an absolute situation: “regardless of your environment, you are poor if you can’t afford X or Y.”
· Relative Poverty: poverty is defined in a social context: “you are poor if you have less income than others in your society.”
· Utility: economic measure for how valuable, useful or satisfying a good or service is to a consumer 
· Consumption smoothing: Consumption smoothing is the practice of optimizing our standard of living by ensuring a proper balance between spending and saving during the different phases of our lives. = stabilization of consumption over one’s lifetime 
· Consumer Price Index (CPI): A consumer price index is a price index, the price of a weighted average market basket of consumer goods and services purchased by households. Changes in measured CPI track changes in prices over time.
· Poverty line: the minimum level of income deemed adequate in a particular country
· Relative poverty line: accounts for cost of social inclusion: expenditure necessary to participate with dignity in customary social and economic activities. 
· Poverty headcount: total number of people below the poverty line. 
· Poverty ratio: number of people below the poverty line as a % of the population. 
· Poverty gap ratio: The poverty gap index is a measure of the intensity of poverty. It is defined as the average poverty gap in the population as a proportion of the poverty line. 
· Poverty trap: any self-reinforcing mechanism which causes poverty to persist. 
· Lorenz curve: the Lorenz curve is a graphical representation of the distribution of income or of wealth.
· Gini coefficient: represents the income inequality or the wealth inequality within a nation or a social group. Measures the distance between Lorenz curve and perfect equality line.
· Equity: equality of opportunity 
· Kuznets curve/Kuznets hypothesis: Inverted U-curve between inequality and GDP per capita. Hypothesis: inequality increases in the early stages of growth in a developing country but begins to fall after some point.  
· Life expectancy: the average period that a person may expect to live from when they are born. 
· Health adjusted life expectancy: the average equivalent number of years of full health that new-born could expect to live if exposed to age specific mortality and health status (morbidity) conditions that prevail today.
· Child mortality rate: the number of children who die before reaching the age of 5, per 1.000 live births. 
· Net enrolment rate: enrolled children in the official school age group/total number of children in the official school age group  
· Gross enrolment rate: enrolled children of all ages/total number of children in the school age group 
· Literacy rate: percentage of the population who can, with understanding, read and write a short, simple statement on their everyday life. Generally, literacy also encompasses ‘numeracy’, the ability to make simple arithmetic calculations. 
· Human Development Index: The Human Development Index is a statistic composite index of life expectancy, education, and per capita income indicators, which are used to rank countries into four tiers of human development.
· Happy planet index: The Happy Planet Index is an index of human well-being and environmental impact. Each country's HPI value is a function of its average subjective life satisfaction, life expectancy at birth, and ecological footprint per capita. 
· Genuine progress indicator: Genuine Progress Indicator (GPI) is an economic tool used to measure the health of a nation's economy. It incorporates environmental and social factors, such as family structure, benefits from higher education, crime, and pollution, not considered in the GDP. 

Lecture 3: 
· Correlation: any statistical relationship, whether causal or not, between two random variables. Refers to the degree to which a pair of variables are linearly related.  
· Spurious correlation: a spurious relationship or spurious correlation is a mathematical relationship in which two or more events or variables are associated but not causally related, due to either coincidence or the presence of a certain third, unseen factor
· Omitted variable bias: occurs when a statistical model leaves out one or more relevant variables. The bias results in the model attributing the effect of the missing variables to those that were included. 
· Selection bias: the bias introduced by the selection of individuals, groups, or data for analysis in such a way that proper randomization is not achieved, thereby failing to ensure that the sample obtained is representative of the population intended to be analyzed.
· Reverse Causality: causality runs from Y to X  
· Randomized Control Trial: A randomized controlled trial (RCT) is an experimental form of impact evaluation in which the population receiving the programme or policy intervention is chosen at random from the eligible population, and a control group is also chosen at random from the same eligible population. 
· Hawthorne effect: The Hawthorne effect refers to a type of reactivity in which individuals modify an aspect of their behavior in response to their awareness of being observed.
· John Henry effect: The John Henry effect refers to the bias introduced to an experiment when members of the control group are aware that they are being compared to the experimental group and behave differently than they typically would to compensate for their perceived disadvantage 
· Natural experiments: A natural experiment is an empirical study in which individuals (or clusters of individuals) are exposed to the experimental and control conditions that are determined by nature or by other factors outside the control of the investigators.  
· Instrumental variables: An external factor that influences X but not the outcome Y (only indirectly through X)
Example: rainfall affects economic growth and economic growth then affects the possibility of conflict/unrest. Rainfall doesn’t directly cause conflict (debatable), but it can lead to conflict via its effects on economic growth.  


Lecture 5: 
· Stages-of-growth model (Rostow): A theory of economic development, associated with the American economic historian Walt W. Rostow, according to which a country passes through sequential stages in achieving development. 
· Harrod-Domar growth model: A functional economic relationship in which the growth rate of gross domestic product (g) depends directly on the national net savings rate (s) and inversely on the national capital-output ratio (c). 
· Capital-output ratio: A ratio that shows the units of capital required to produce a unit of output over a given period of time. 
· Net savings ratio: Savings expressed as a proportion of disposable income over some period of time. 
· Structural change theory: The hypothesis that undevelopment is due to underutilization of resources arising from structural or institutional factors that have their origins in both domestic and international dualism. Development therefore requires more than just accelerated capital formation.  
· Self-sustaining growth: Economic growth that continues over the long run based on saving, investment, and complementary private and public activities. 
· Patterns-of-development analysis: An attempt to identify characteristic features of the internal process of structural transformation that a “typical” developing economy undergoes as it generates and sustains modern economic growth and development. 
· Neo-colonial dependence model: A model whose main proposition is that underdevelopment exists in developing countries because of continuing exploitative economic, political, and cultural policies of former colonial rulers toward less developed countries. 
· False-paradigm model: The proposition that developing countries have failed to develop because their development strategies (usually given to them by Western economists) have been based on an incorrect model of development, one that, for example, overstressed capital accumulation or market liberalization without giving due consideration to needed social and institutional change. 
· Dualism: The coexistence of two situations or phenomena 
· (one desirable and the other not) that are mutually exclusive to different groups of society—for example, extreme poverty and affluence, modern and traditional economic sectors, growth and stagnation, and higher education among a few amid large-scale illiteracy. 
· Neo-classical counter revolution: The 1980s resurgence of neoclassical free-market orientation toward development problems and policies, counter to the interventionist dependence revolution of the 1970s. 
· Free market analysis: Theoretical analysis of the properties of an economic system operating with free markets, often under the assumption that an unregulated market performs better than one with government regulation. 
· Public-choice theory: The theory that self-interest guides all individual behavior and that governments are inefficient and corrupt because people use government to pursue their own agendas. 
· Market-friendly approach: The notion historically promulgated by the World Bank that successful development policy requires governments to create an environment in which markets can operate efficiently and to intervene only selectively in the econ-omy in areas where the market is inefficient. 
· Solow neoclassical growth model: Growth model in which there are diminishing returns to each factor of production but constant returns to scale. Exogenous technological change generates long-term economic growth. 

Lecture 6: 
· Institutions: Institutions are the rules of the game in society (i.e., laws, rights, social and cultural norms, habits, etc.) As stated by Douglass North, “the central issue of economic development is to account for the evolution of political and economic institutions that create an economic environment that induces increasing productivity…”
· Asymmetric information: a term that refers to when one party in a transaction is in possession of more information than the other. In certain transactions, sellers can take advantage of buyers because asymmetric information exists whereby the seller has more knowledge of the good being sold than the buyer.
· Informal sector: An informal economy (informal sector or grey economy) is the part of any economy that is neither taxed nor monitored by any form of government.
· “Dead capital” (De Soto): economic term related to property which is informally held, is not legally recognized, and cannot be exchanged for financial capital. The uncertainty of ownership decreases the value of the asset and/or the ability to lend or borrow against it.
· Rent-seeking: Rent-seeking is the effort to increase one's share of existing wealth without creating new wealth. Rent-seeking results in reduced economic efficiency through misallocation of resources, reduced wealth-creation, lost government revenue, heightened income inequality, and potential national decline.
· Urban bias: Urban bias refers to a political economy argument according to which economic development is hampered by groups who, by their central location in urban areas, are able to pressure governments to protect their interests.
· Institutional persistence: Institutional persistence refers to the persistence of a cluster of economic institutions, such as the extent of enforcement of property rights for a broad cross section of society

Lecture 7: 
· “Getting prices right” model: removing price distortions to improve allocation of production and consumption and reduce inefficiencies. 
· Value chain: A value chain is a set of activities that a firm operating in a specific industry performs in order to deliver a valuable product to the end customer.
· Vertical coordination: Vertical coordination refers to the synchronization of successive stages of production and marketing, with respect to quantity, quality, and timing of product flows.
· Interlinked contracting: Interlinked contracts may be defined as contracts in which conditions for exchange in one set of markets heavily influence and even determine conditions for exchange in another set of markets.

Lecture 8: 
· Ruggedness: the large variation in elevation and slope, uneven or broken terrain
	           countries with high ruggedness tend to be poorer
· Path dependency: the idea that decisions we are faced with depend on past trajectories and decisions made. 

Lecture 9: 
· Crude birth rate: Crude birth rate indicates the number of live births occurring during the year, per 1.000 people 
· Crude death rate: Crude death rate indicates the number of deaths occurring during the year, per 1.000 people 
· Infant mortality rate: number of infant deaths (<1 year old) per 1.000 live births 
· Child mortality rate: number of child deaths (<5 years old) per 1.000 live births 
· Rate of natural increase of the population: crude birth rate – crude death rate
· Total fertility: average number of children that will be born to a woman during her reproductive years (15-49) 
· Replacement fertility rate: the total fertility rate—the average number of children born per woman—at which a population exactly replaces itself from one generation to the next, without migration. This rate is roughly 2.1 children per woman for most countries
· Dependency ratio: The dependency ratio is an age-population ratio of those typically not in the labor force and those typically in the labor force. It is used to measure the pressure on the productive population. 
 Population of non-working age (0-14 and 65+)/population of working age (15-64)
· Youth dependence ratio: The youth dependency ratio is defined as the number of children (0–14 years old) related to the working-age population (15–64 years old)
 population of non-working age (0-14)/population of working age (15-64)
· Elderly dependence ratio: The old-age dependency ratio is the ratio of the number of elderly people at an age when they are generally economically inactive (65+), compared to the number of people of working age (15-64 years).
 population of non-working age (65+)/population of working age (15-64) 
· Demographic transition: process by which a country’s demographic characteristics are transformed as it develops. 
· Population tax: percentage loss in GDP growth due to population growth 
		   GDP per capita growth= GDP growth – Population growth 
· Demographic dividend: Demographic dividend, as defined by the United Nations Population Fund, is "the economic growth potential that can result from shifts in a population’s age structure, mainly when the share of the working-age population is larger than the non-working-age share of the population".
· Human capital: the stock of knowledge, skills, social and personality attributes, embodied in the ability to perform labour and to produce economic value. 

Lecture 10: 
· Migrant: a person who moves from one place to another, especially in order to find work or better living conditions. 
· Refugee: a person who has been forced to leave their country in order to escape war, persecution, or natural disaster
· Migration: involves the movement of people from one place to another with intentions of settling, permanently or temporarily, at a new location.
· Immigration: the action of coming to live permanently in a foreign country
· Emigration: the act of leaving one's own country to settle permanently in another
· Migration hump: Emigration rises with economic development until a threshold (± upper-middle income level or 6.000-8.000 GDP per capita in US dollars as of 2014) and only then falls. 
· Remittances: A remittance is a non-commercial transfer of money by a foreign worker, a member of a diaspora community, or a citizen with familial ties abroad, for household income in their home country or homeland.
· Brain drain: emigration of a country’s high-skilled workers
· Brain drain rate: share of individuals of at least 25 years old with certain education level that are living abroad
· Brain waste: not all high-skilled people/migrants working in high-skilled jobs
· Brain gain: increase in human capital levels as a result of high-skilled migration

Lecture 11: 
· Natural resources:  natural assets such as materials, minerals, forests, water and fertile land that occur in nature and can be used for economic gain 
· The Natural Resource Curse: The resource curse, also known as the paradox of plenty or the poverty paradox, is the phenomenon of countries with an abundance of natural resources having less economic growth, less democracy, or worse development outcomes than countries with fewer natural resources
· Natural resource abundance: the amount of natural capital that a country has at its disposal 
· Natural resource dependence: the extent to which a country relies on natural resources for its livelihood
 share of natural resource exports in GDP = measure of natural resource dependence
· Dutch disease: Dutch disease is an economic term for the negative consequences that can arise from a spike in the value of a nation’s currency. It is primarily associated with the new discovery or exploitation of a valuable natural resource and the unexpected repercussions that such a discovery can have on the economy as a whole as well as the other sectors in the economy.
· Volatility: Volatility is the rate at which the price of a good/service (in this case natural resource) increases or decreases over a particular period.
· Myopic behaviour: short-sightedness among public and private actors 
· Myopic sloth: lax policies and neglect of structural measures to achieve diversification and sustainable growth.
· Myopic exuberance: failing to recognize that natural resource booms (when commodity prices are high) are temporary and often depletable leads to excessive spending and even borrowing. 
· White elephants: inefficient investment projects with negative social surplus (often under the form of prestigious infrastructure projects and form tremendous opportunity for corruption. 
· Endowment effect: social psychologic effect where people feel different about out-of-pocket losses (for example taxes) and foregone gains (for example revenues from natural resources). 
 possession of something (for example our income that is going to be taxed) increases perceived value
· Rentier state: a rentier state is a state which derives all or a substantial portion of its national revenues from the rent paid by foreign individuals, concerns or governments.
· Point-source natural resources: natural resources extracted from a narrow geographic or economic base, such as oil, minerals (such as copper and diamonds), and plantation crops (such as sugar and bananas).
· Extractive Industries Transparency Initiative (EITI): The Extractive Industries Transparency Initiative is a global standard for the good governance of oil, gas and mineral resources. It seeks to address the key governance issues in the extractive sectors.
· Sovereign wealth funds: A sovereign wealth fund is a state-owned investment fund comprised of money generated by the government, often derived from a country's surplus reserves (in the case of natural resources, surplus revenues from natural resources).


Lecture 12: 
· Malthusian catastrophe: a prediction that a growing population will soon outpace the planet's agricultural production capacity
· Crop yield: In agriculture, the yield is a measurement of the amount of a crop grown, or product such as wool, meat or milk produced, per unit area of land. The seed ratio is another way of calculating yields.
· Green revolution: a large increase in crop production in developing countries achieved by the use of artificial fertilizers, pesticides, and high-yield crop varieties.
· Double green revolution: increase in agricultural productivity + reduction of environmental impact of agriculture
· Biofortification: the process of increasing the micronutrient content of a food crop through selective breeding, genetic modification, or the use of enriched fertilizers
· Nudging: any aspect of the choice architecture that alters people’s behaviour in a predictable way without forbidding any options or significantly changing their economic incentives. (e.g., placing environmentally ethically produced foods at eye-level in supermarkets)

Lecture 13: 
· Average dietary energy supply adequacy: adequacy if the national food supply in terms of calories as a percentage of the average dietary energy requirement of a country. 
· Food (and nutrition) security: When all people, at all times, have physical and economic access to sufficient, safe and nutritious food that meets their dietary needs and food preferences for an active and healthy life. 
4 main dimensions: physical availability of food, economic and physical access to food, food utilization and stability. 
· Malnutrition: Malnutrition refers to deficiencies, excesses or imbalances in a person’s intake of energy and/or nutrients. The term malnutrition covers 2 broad groups of conditions. One is ‘undernutrition’—which includes stunting (low height for age), wasting (low weight for height), underweight (low weight for age) and micronutrient deficiencies or insufficiencies (a lack of important vitamins and minerals). The other is overweight, obesity and diet-related noncommunicable diseases (such as heart disease, stroke, diabetes, and cancer).
 malnutrition can thus be due to over and under consumption! 
· Food desert: A food desert is an area that has limited access to affordable and nutritious food. 
· Hidden hunger: Hidden hunger, or micronutrient deficiencies, occurs when the quality of food that people eat does not meet their nutrient requirements, so they are not getting the essential vitamins and minerals they need for their growth and development.
· Healthy diet: A healthy diet should optimize health, defined broadly as being a state of complete, physical, mental and social well-being and not merely the absence of disease. 
Healthy diets have an optimal caloric intake and consist largely of a diversity of plant-based foods, low amounts of animal source foods, contain unsaturated rather than saturated fats, and limited amounts of refined grains, highly processed foods and added sugars. 
· Stunting: refers to a child who is too short for his or her age. Stunting is the failure to grow both physically and cognitively and is the result of chronic or recurrent malnutrition. The devastating effects of stunting can last a lifetime. 
· Overweight: refers to a child who is too heavy for his or her age. This form of malnutrition results from expending too few calories for the amount of food consumed and increases the risk of noncommunicable diseases later in life. 
· Wasting: refers to a child who is too thin for his or her height. Wasting, or acute malnutrition, is the result of recent rapid weight loss or failure to gain weight. A child who is moderately or severely wasted has an increased risk of death, but treatment is possible. 
· Double burden of malnutrition: The Double Burden of Malnutrition (DBM) is the coexistence of both under nutrition and over nutrition in the same population across the life course.
· Fortification: adding micronutrients to staple foods during processing (see biofortification definition previous lecture) 

Lecture 14: 
· Sustainability: meeting the needs of the present generation without compromising the needs of future generations. 
· Environmental Kuznets-curve: suggests that that economic development initially leads to a deterioration of the environment, but after a certain level of economic growth, a society begins to improve its relationship with the environment and levels of environmental degradation reduce. 
· Tragedy of the commons: A situation in a shared-resource system where individual users, acting independently according to their own self-interest, behave contrary to the common good of all users by depleting and spoiling the shared resource through collective action. 
· Debt-for-nature swaps: Debt-for-nature swaps are financial mechanisms that allow portions of a developing country's foreign debt to be forgiven, in exchange for commitments to invest in biodiversity conservation and environmental policy measures.
· The Paris Agreement: Central aim is to strengthen the global response to the threat of climate change by keeping a global temperature rise this century well below 2 degrees Celsius above pre-industrial levels and to pursue efforts to limit the temperature increase even further to 1.5 degrees Celsius 

Lecture 15: 
· Diminishing return to capital: using more capital gives you more profit, but at reducing rate. 
· Rate of default: the percentage of all outstanding loans that a lender has written off as unpaid after a prolonged period of missed payments.
· Collateral: something pledged as security for repayment of a loan, to be forfeited in the event of a default.
· Adverse selection: when sellers have information that buyers do not have, or vice versa, about some aspect of product quality. A case where asymmetric information gets exploited. 
In the case of lending to the poor: lenders do not have (sufficient) information on borrowers, meaning that it is difficult to set an interest rate for a loan. As a result, higher interest rate will be charged. 
· Moral hazard: the risk that a party has not entered a contract in good faith or has provided misleading information about its assets, liabilities or credit capacity. 
· Microfinance: microfinance is aimed at economic actors who have no regular access to appropriate financial services via formal financial institutions. Microfinance combines the benefits of local money lenders (close knowledge of clients, good screening and monitoring, low defaults) with the benefits of banks (access to capital, etc.). Microfinancing takes places with groups of borrowers, so that if one person defaults, all others are responsible for paying back his loan. As a result, the whole group is liable: people will be incentivized to do the screening and monitoring themselves. 
· Integrated National Financing Frameworks (INFFs): provide a framework for financing national sustainable development priorities and the SDGs at the country level. Helps governments to mobilize the full range of financing options (public/private, domestic/external) and to combine them with appropriate policy and reform. 
· Innovative financing: comprises mechanisms of raising funds or stimulating actions in support of international development that go beyond traditional spending approaches by either the official or private sectors. For example, through "innovative" projects such as micro-contributions, taxes, public-private partnerships and market-based financial transactions.
· Blended finance: Blended finance is the strategic use of development finance for the mobilisation of additional finance towards sustainable development in developing countries. Blended finance attracts commercial capital towards projects that contribute to sustainable development, while providing financial returns to investors.

Lecture 16: 
· Official Development Assistance (ODA): 
· Government aid that promotes and specifically targets the economic development and welfare of developing countries. 
· By high-& middle-income countries to low-& middle-income countries
· Non-commercial and non-military aid
· Grants and soft loans
· UN target: 0,7% of GDP
· Tied ODA: recipient country needs to do something in order to receive aid (e.g., buy goods and services from donor country, market liberalization, etc.)
· Conditionalities: a set of economic or policy-performance standards imposed by the donor for the developing country to qualify for loans or grants, binding the aid recipient to reforms deemed necessary for effective use of development assistance. 
· Marshall Plan: The Marshall Plan was a U.S.-sponsored program designed to rehabilitate the economies of 17 western and southern European countries in order to create stable conditions in which democratic institutions could survive in the aftermath of World War II.
 Conditionalities e.g., on trade: increase exports to US and eliminate discrimination against US imports.  
· Washington Consensus: a list of policies that had gained support among Latin American policymakers in response to the macroeconomic turbulence and debt crisis of the early to mid-1980s. These policies also had the backing of experts at Washington's international institutions—especially the International Monetary Fund and the World Bank, as well as the US Treasury—to help the recovery from the debt crisis.
The main Washington Consensus policies include maintaining fiscal discipline, reordering public spending priorities (from subsidies to health and education expenditures), reforming tax policy, allowing the market to determine interest rates, maintaining a competitive exchange rate, liberalizing trade, permitting inward foreign investment, privatizing state enterprises, deregulating barriers to entry and exit, and securing property rights. 
· Fiscal trap: Development requires public goods & services (e.g., education; healthcare; transport infrastructure; ...). But the government may lack financial means to provide these (e.g. because the population is poor, so can’t raise taxes; government is corrupt or inept; government needs taxes to service existing debts rather than invest; ...). 
· Demographic trap: Poorest countries have high fertility rates (e.g., SSA about 5 children vs 2.5 in rest of world). Poor families can not afford to invest in nutrition, health, education of all their children. Next generation also poor & high fertility rates. 


