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This paper assesses the attempt by Justin Lin, former Chief Economist of
the World Bank, to posit a new development paradigm through his New
Structural Economics, NSE. Lin’s attempt to redefine development econom-
ics deserves scrutiny for at least two reasons. First, he launched his frame-
work when he was Chief Economist at the Bank. Critical scrutiny of his
proposition then allows for continued insights into the complex relationship
between scholarship and policy at the Bank. Second, Lin’s framework claims
a return to a ‘structural’ understanding of development, with a strong indus-
trial policy rhetoric emanating from it. This has been greeted with consider-
able enthusiasm by erstwhile critics of the Bank. Closer scrutiny of the NSE,
nevertheless, reveals the flawed nature of its core theoretical notion of com-
parative advantage and exposes its strong, if unfortunately conservative,
commitment to a flawed and incoherently applied neoclassical economics,
accompanied by a persistently narrow policy scope.
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Introduction

In 2008, Justin Lin was appointed Chief Economist at the World Bank. He succeeded
Francois Bourguignon, who had taken over from Nicholas Stern who had himself
stepped in after a brief and tumultuous spell under Joseph Stiglitz. Lin was the first
Chief Economist of the World Bank to be a national from the South. As his term
drew to a close in 2012, the Bank published a collection of his scholarly contributions
in a volume entitled New Structural Economics. A Framework for Rethinking
Development and Policy (Lin, 2012a).

During his tenure at the Bank, Lin had used nearly every public appearance as
an opportunity to promote his New Structural Economics (NSE). This included
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what appeared at times as bold statements regarding the need for industrial policy,
particularly in low-income countries. As Lin returned to Beijing University, from
which he had been seconded during his tenure as Chief Economist, he hoped that he
had ‘planted the seeds’ to ‘re-open the discussion of industrial policy in the coming
years’."

Lin’s attempt at redefining development economics in general and, presumably as
its Chief Economist, to whatever degree, on behalf of the Bank requires scrutiny.
Significantly, Lin’s emphasis on industrial policy was projected from within the insti-
tution which had previously sounded its death knell, most emblematically through
the East Asian Miracle Report, (World Bank 1993). Lin’s new development paradigm
also emerged against the backdrop of earlier such explicit attempts, particularly the
one initiated by Joseph Stiglitz (1998), equally whilst in office as Chief Economist at
the Bank.

This study pursues these issues further and, more broadly, secks to draw on Lin’s
contributions as a lens through which to reflect on trends and developments in devel-
opment economics and policy, and the role of the World Bank therein. We proceed
as follows. Section two situates the analytical prism we seek to deploy in scrutinizing
Lin’s contributions. Following earlier work, we emphasize the importance of under-
standing Bank work in terms of complex and uneven relationships between scholar-
ship, rhetoric and policies. Section three provides an elaborate critique of the core
analytical propositions that constitute Lin’s NSE, and is organized around a critical
engagement with its central notion of comparative advantage. Section three considers
the implications of the NSE for research and policies both at the Bank and beyond.
It describes an odd disconnection between Lin’s scholarly ambitions and the policy
implications that could be drawn from them versus those policy practices emanating
from the Bank. Further, it takes a critical look at Lin’s projections for the Bank as a
Knowledge Bank. Section four concludes by drawing out the broader implications of
our critique.

Lin’s policy, scholarship and advocacy at the Bank

In previous work, we have emphasized that activity in and around the World Bank
can be understood in terms of a complex, diverse and shifting set of combinations of
scholarship, ideology and policy in practice (Fine, 2001; Bayliss et al, 2011). The exact
nature of relationships across this troika is not necessarily one of consistency, nor
of detachment, and the way in which these relationships are formed and evolve, is
different across time, place and issue. We apply this insight as a guiding principle
for our critical appraisal of the attempt by Lin (2012a) to redefine development
economics and renew the case for industrial policy.*

In terms of ideology, Lin’s posture can be seen from two conflicting perspectives.
On the one hand, he is no pure neo-liberal and positively insists upon an intervention-
ist role for the state. This has meant that his contributions have been greeted with
considerable, if qualified, welcome by erstwhile critics of the Bank, including those
contributing to Lin (2012a). However, in the wake of the global crisis, and at least
the potential loss of legitimacy of putatively relying upon free markets, Lin’s commit-
ment to a positive role for the state is as minimal or circumscribed as it is solid. As
we will see, Lin is merely seeking for the state to support the private sector in pursuit
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of ‘comparative advantage’, with a correspondingly limited role and scope for indus-
trial policy. So, on the other hand, it is possible to see Lin not so much as positively
championing the cause of state intervention as holding it in abeyance against demands
for more radical measures in reaction to the lost legitimacy of neo-liberalism in which
industrial policy, in particular, has been held to be an anathema.

To some degree, however, the association of neo-liberalism with free markets
is misleading as it has never been non-interventionist. As argued elsewhere neo-
liberalism in general, and the Washington Consensus in particular, has involved heavy
intervention, essentially to promote the interests of private capital in general and
finance in particular, even if within a rhetoric of favouring market forces (Fine, 2012).
Moreover, the post Washington Consensus (PWC) can be understood as reflecting
the same goals in a second phase of neo-liberalism, following its first shock phase.
It rationalizes a broader scope of interventions in the scholarly and rhetorical litera-
ture by reference to the need to correct market and institutional imperfections on
a piecemeal basis and as a reaction against the previous Consensus. For policy in
practice, though, on a broad brush, the PWC has, if anything, hardened on, rather
than departed from, those policies associated with the Washington Consensus (Van
Waeyenberge, 2009).

How then does Lin situate himself in relation to the Washington Consensus and
PWQC? First, he sees himself as presenting a new structural (development) economics
on the scale of influence of the Washington Consensus and old structural economics
predecessors and as an improvement upon them. For Lin (2012a: 5), his NSE is an
attempt to set out a third wave of development thinking, advancing a ‘neoclassical
approach to study the determinants and dynamics of economic structure’. Analogous
to iterations of software, Lin refers to his contribution as ‘Mark 3.0’. Second, Lin
makes no mention of the PWC. This is odd given that it was launched from within
the Bank by his much-celebrated predecessor (and future Nobel Laureate).?> However,
whereas, of other Chief Economists, only Stiglitz has claimed to redefine the field,
Lin has substantively less to offer than Stiglitz. Instead, central to Lin’s whole
analytical edifice is the notion of comparative advantage, a notion that can only have
any legitimacy in a world of perfect competition.

Drawing on his NSE, Lin can then be seen as seeking to revive an analytical inter-
est in structural and dynamic features of development (with a focus on industrial
upgrading), in order to circumscribe the (industrial) policy realm. This is done by
anchoring his analytical propositions in a very narrow (and inconsistent) set of
neoclassical propositions centrally organized around the concepts of comparative
advantage and factor endowments. This analytical stance, however, does not preclude
support for a host of policy interventions, which, while ill-fitcting with the projected
analytical scheme, arise out of ad hoc acknowledgments of specific empirical realities.
Further, such inconsistencies, or what we typify below as manifestations of a ‘sus-
pended’ use of neoclassical economics, appear against the backdrop of a striking
absence of any substantive theory of the state itself.

From comparative advantage to development: Lin and the New
Structural Economics

In Lin’s NSE, the starting point of the analysis is an economy’s endowments (of
capital, labour and natural resources). These are assumed given at any point in, but
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changeable over, time. Factor endowments for countries at early stages of develop-
ment are typically characterized by a relative scarcity of capital and relative abun-
dance of labour and/or natural resources. Being given, endowments do not arise as
the result of historical trajectories and do not need situating within a broader context
of international and domestic political, financial and commercial realities. The anal-
ysis suggests that these given endowments imply a particular comparative advantage
for different types of production activities. Developing industry following this com-
parative advantage provides the optimal path for a country. It produces the largest
economic surplus and fastest capital accumulation. Capital accumulation implies
the upgrading of the factor endowment structure and leads to changes in industrial
structure, in line with a new or ‘latent’ comparative advantage.

For a country’s comparative advantage to be revealed to the private sector, the
main agent in industrial upgrading, relative factor prices must fully reflect scarcities.
This necessitates ‘effective’ competition in factor markets. The role of government
is to play an active, ‘facilitating’ role in assisting the private sector in structuring
productive activity according to comparative advantage by coordinating investments
for industrial upgrading and diversification and by compensating for externalities
generated by first movers in the growth process. This is in addition to the govern-
ment’s more traditional infrastructure-improving role. The framework proposed by
Lin is then three-pronged (20712a: 1071): it is centrally organized around the concept
of comparative advantage; it relies on the market as optimal resource allocation
mechanism; and it charts a role for a ‘facilitating’ state in the process of industrial
upgrading.

Comparative advantage: panacea or conundrum?

Critical for Lin is the notion of comparative advantage. However, despite its signifi-
cance, it is taken for granted as a valid concept. It is as if Ricardo’s first use of the
notion can be seamlessly extended to the problems of development through the
application of neoclassical economics to which Lin is overtly and uncritically com-
mitted. For Ricardo, Portugal can produce both wine and cloth more cheaply than
England but has a comparative or relative advantage in the production of wine (a
token concession to reality). It makes sense for each country to specialize and trade
in the product for which it has a comparative advantage, and this will be brought
about by free trade.

There are huge problems with Ricardo’s theory on its own terms — including
consistency with his labour theory of value, his theory of money, and why England
is not simply eliminated as a producer by virtue of its absolute disadvantage. These
problems are compounded by incorporation into the neoclassical framework. For
this, comparative advantage is taken back one step to the so-called factor endow-
ments (at least capital and labour, and possibly natural resources of various types)
upon which production depends. Not surprisingly, a country’s comparative advan-
tage for a product is liable to depend on the comparative endowments for producing
it and whether its production is skewed, comparatively, towards depending upon use
of the factors in which it is well-endowed. Here, there is a huge analytical shift from
the optimizing individual to national endowments. This thoughtless slippage between
levels of analysis is endemic within mainstream economics, not least with intra-
national distribution let alone when considering national endowments.
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Even setting these considerations aside, let us identify some of the assumptions
that are necessary for the concept of comparative advantage to be legitimate, to be
measurable and for it to be the basis for policy formulation.* First, there can be at
most two sectors in the economy’ (and only two countries as well).® Second, these
must not be subject to what is termed factor reversals in international trade (in which
the composition of the use of inputs or the demand for goods changes disproportion-
ately with differences in the distribution of income or demand).” Third, there must
be full employment. Fourth, there must be no increasing returns to scale and scope.
Fifth, there must be no externalities. Sixth, there must be no factor mobility. Seventh,
there must be perfect competition. Eighth, there must be no technological change.

In other words, the notion of comparative advantage is problematic whether con-
ceptually, empirically or policy-wise. It should be emphasized that these considera-
tions arise from within the apparatus of neoclassical economics itself, not by virtue
of some external critique. However, like many other, if not most, neoclassical econo-
mists, Lin ignores these deductive implications when they are inconvenient.® For then,
Lin proceeds to deploy the problematic concept of comparative advantage to bring
back in the very factors that render it illegitimate, if only on a self-serving, selective
and relatively narrow basis.

The first element that is reintroduced is to allow for government to affect, or to
accrue potential, comparative advantage through its institutional/infrastructural
support. Apart from adding a sector of the economy, this implies at the very least
that comparative advantage is jointly determined by factor endowments and govern-
ment, and there is no reason why one should take priority over the other. The second
reintroduction is for comparative advantage to change over time with changing
factor endowments (as capital is accumulated). However, comparative advantage is
unambiguously a product of comparative statics, of given endowments, preferences
and technologies. Third, and more specifically, Lin allows for the role of foreign
direct investment (internationally mobile capital) and for the impact of the financial
sector.

The outcome of these reintroductions into the model of comparative advantage is
that they constitute a departure from any foundation within neoclassical economics.
Comparative advantage is identified through a lurch away from theory to a more or
less casual empirical conformity with the developmental paths taken by those with
higher per capita income. The telling point here is that we do not need any theory
at all: countries with similar factor endowments who are a number of years or income
per capita ahead are picked as comparators, and institutions/infrastructure are to be
furnished to emulate them.

Such problematic deployment of the comparative advantage concept is already in
place in Lin’s (2003, 2009) earlier work, reproduced in Lin (2012a). It is presented
in terms of a choice between policy that targets being either comparative advantage
following, CAF, or comparative advantage defying, CAD. However, if comparative
advantage does not stand independently, how is it possible to decipher the difference
between following and defying it? Too heavy intervention, or support to follow, is
surely tantamount to defying!

This has been brought out in subsequent debate, reproduced as guest contributions
in Lin (2012a), for Lin is neatly sandwiched between those who are more and those
who are less interventionist than him, albeit on the basis of acceptance of arguments
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around comparative advantage. For the more interventionist, the dichotomy is made
between picking and creating winners, and they are more inclined to go for both
rather than be confined to merely picking winners. Indeed, on the face of it, providing
infrastructural and institutional support in picking winners is surely more or less
indistinguishable from creating them, depending upon what is meant by picking and
creating and where the line is drawn between them — finance, skills, research and
development, transport — all both pick and create winners.

Perhaps the only option is to pick or create losers as is emphasized by the old,
Washington Consensus guard who, to parody, are convinced that all policy is poten-
tially rent picking and creating whether CAD or CAF.? In this light, Lin situates
himself between the devil and the deep blue sea across those who deploy the notion
of comparative advantage. Either, at one extreme, we proceed as if the conditions
hold for comparative advantage to be defined and pursued by free markets or, at the
other extreme, we acknowledge that such conditions do not prevail but we continue
both to use comparative advantage as legitimate and target it for intervention in light
of these conditions (that undermine it) to pick or create it — ‘getting the prices
wrong’ in Alice Amsden’s famous phrase.

Beyond the newer development economics?

With little or no refinement of these analytical postures, Lin (2012a) has sought to
project his flawed CAD/CAF framework across the field of development economics.
How he does so is of revealing significance. First, the earlier CAD/CAF framework
is itself more or less abandoned. Instead, we are offered a shift in terminology to
latent comparative advantage, the comparative advantage in the making, worthy
of limited state support. Of course, substituting a change of terminology does not
resolve the issue of flawed concept. And, as Fine (2012) suggests, to interpret success-
ful industrialization as the correctly pursued support of such latent comparative
advantage is to border on the tautological.

Second, Lin has, transparently, wedded himself to some sort of structural econom-
ics. In the earlier work, structure refers more or less exclusively to factor endow-
ments, prices, capital-labour intensities and the composition of output. But with the
new structural economics, we are projected into the world of structural transforma-
tion. It is easier to see what this is not than what it is. For Lin rejects the old develop-
ment economics and other versions of structuralism, without displaying much by way
of knowledge of them, either methodologically or substantively, and he equally sets
aside Rostow’s stages of economic growth for dividing development into discrete
stages. Instead, his structuralism merely appears to be a continuous shift in the com-
position of production in the directions dictated by latent comparative advantage.
Thus, in departure from Rostow, for Lin (2012a: 26):

For the new structural economics, economic development from a low level to a high
level is a continuous spectrum, not a mechanical series of five distinguished levels

(emphasis added).

Thus, the new structural economics is little more than comparative advantage today
supplemented by support for new comparative advantage tomorrow.

Although we have already indicated that the comparative advantage enterprise as
target remains shrouded in ambiguity if not flaws, much the same applies to how it
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is to be achieved. The main instrument is the market but Lin’s much lauded novelty,
so it is supposed, is to allow for some sort of role for the non-market and for the
state in particular. However, on any sort of close examination, the catalytic role of
the state in promoting latent comparative advantage (or CAF, not CAD, in earlier
work) is, like the Cheshire Cat, peculiarly benign and elusive and there is a notable
absence of substantive reference to institutions. What we are offered is a general, if
passing, appeal to the New Institutional Economics, and the work of Douglass North
in particular.

Essentially, Lin provides no theory of the state at all. Rather, the state is an unex-
amined device, much like in the old welfare economics, and merely serves to resolve,
or not, the problems that he has himself created by his analytical schema. Thus,
the state must provide the supportive conditions for latent comparative advantage,
without descending into inappropriate rent seeking through overextending itself
across the margins of supporting, picking and creating winners.

Much the same is true of his approach to institutions in general and infrastructure
more specifically. Indeed, it is not clear whether he has any substantive distinction
across the state (and government), institutions and infrastructure since each plays the
same role, or not, as a complement to the market in bringing about structural trans-
formation through a continuous sequence of what was previously latent comparative
advantage for others but currently latent for itself. As already suggested, irrespective
of the merits of this analysis, it is purely arbitrary to deploy it as pertaining at any
particular point along the continuum from neo-liberalism to a (diluted) developmen-
tal statism, see below for the latter. With the state subject to an effective reduction
to the status of a factor endowment, it is hardly surprising that it should be stripped
of any serious analytical or historical analysis.

In short, then, where you situate yourself along the putative market-state dichoto-
my once accepting it, and picking/creating comparative advantage as analytical
framework, is purely an ideological matter. Neoclassical theory as such cannot offer
resolution even on its own terms since it has no determinate answer other than by
appeal to circumstances (and a more or less broad scope of acknowledgement of
deviation from perfect markets). As a result, Lin’s position is, in a sense, peculiarly
logical because it both fails to recognise the indeterminacy of neoclassical economics
and the corresponding implications for indeterminacy of (successful) developmental
paths (otherwise, he could not advise to follow ten-year latent comparative advan-
tage). However, two logically flawed postures (or indeterminacies) that are consistent
with one another do not make a right (or determinacy).

Further, Lin’s recourse to neoclassical economics is peculiarly casual as his analysis
ranges over whatever explanatory factors he cares to select irrespective of their roots
within, and/or consistency with, the framework of the optimizing individual. For Lin,
this suspended use of neoclassical economics (it is there without being there) is most
overt in case of his appeal to ‘diagnostics’. Unsurprisingly, for him, it is a matter in
principle of identifying, ultimately if CAD/CAF along the way, latent comparative
advantage corresponding to national factor endowments, and whether institutions
correspond to their needs.

Significantly, Lin provides a case study of Nigeria that illustrates these points of
‘suspended’ neoclassical economics, and even takes them further by suggesting that
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industrial policy needs to combine vertical (within sector) and horizontal (across sec-
tors) considerations. This is eminently sensible in principle but, in practice, involves
the identification of where the market does not work well in a vertical context
and whether and how the state might remedy such deficiencies — all indicative of a
market-led, minimal-state inclination. This analysis also draws upon a state versus
market analytical dichotomy, with a relative absence of the global, systemic proc-
esses such as financialization, evolving class and other interests that are formed and
act through both state and market as latent comparative advantage, as it were, does
or does not materialize.

Elsewhere, such limitations have been critically addressed at length in the context
of the developmental state paradigm, DSP, by Fine er al. (eds) (2013). They apply
equally, if not more so, to Lin given that, like the DSP but without ever mentioning
its contributions and significance, he also reduces development primarily to latecomer,
catch-up industrialization on the basis of methodological nationalism (that the
nation, not the individual, is the unit of analysis and, in particular, its development
is achievable for all if only appropriate policies are adopted independent of the role
and policies of other nations let alone the world system as a whole).

Indeed, for Lin, other nations offer not so much competition and threat as oppor-
tunity (as with the theory of comparative advantage). In particular, he deploys an
elementary, and flawed, flying geese approach, in which less developed countries can
occupy the labour-intensive sectors being superseded by those countries ahead of
them in the pecking order, with China seen as such a latent source of industrialization
for following nations. This is, however, to adopt far too linear a view of development
in a world of global networks, and the position of China across them as it straddles
both high and low tech industries (Fine, 2o11). Thus, despite the constrained depar-
ture from the dogma of the Washington Consensus, Lin’s orientation remains one
of (latent) conformity to trade openness and for it to determine what to export as
opposed to examining the potential for promoting domestic production to meet
domestic needs, not least in what ought predominantly to be non-tradeables such as
construction, energy, transport, health, education and other elements of economic
and social welfare.

Lin and the World Bank

So where does this leave Lin as Chief Economist of the Bank. What about the rela-
tionship between his analytical propositions, paradigmatic proclamations, and the
Bank’s policies in practice? This section explores these issues and reflects on Lin’s
projected understanding of a future role for the Bank. It teases out his remarkable
failure to explore the policy implications of his scholarship in the context of Bank
policy. In this respect, there is a significant contrast with Stiglitz as one of his pred-
ecessors at the Bank, given that Stiglitz’s paradigm shift was deliberately designed to
inform a major change in broad and detailed policymaking across the Washington
institutions. What Stiglitz achieved in practice is another matter, given his enforced
departure from the Bank. Consequently, for Lin, as for Stiglitz, the worlds of scholar-
ship and policy at the Bank occupy parallel universes.
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NSE and Bank policy in practice

From within the NSE, Lin (2012a) offers a few preliminary insights on specific poli-
cies. This includes support for counter-cyclical fiscal policy, to be put in the service
of infrastructure upgrading (2012a: 30). Monetary policy should be geared towards
low interest rates to encourage investments in infrastructure, rather than that interest
rates are set with the main purpose of price stability (2012a: 32). Monetary authorities
should also deploy ‘temporary’ interest rate subsidies and flexible credit allocation
rules that target infrastructure projects that have been identified as binding con-
straints, (20t12a: 32). Further, appropriate sequencing is emphasized in the context of
liberalization of domestic finance and foreign trade, (20712a: 33), and a differential
policy environment is prescribed to regulate foreign direct investment compared with
portfolio investment. This favours the former rather than the latter, (2012a: 34).
(Capital controls remain absent from the policy narrative.) Finally, the importance
of well-designed policy on ‘human capital’ development is highlighted, to include
measures that foster skills to facilitate the upgrading of industries (2012a: 37).

In the context of industrial upgrading, the NSE seecks to go beyond the broad
investment reforms traditionally promoted by the World Bank and draws attention
to ‘specific, feasible, sharply focused, and low-cost policy interventions that can
deliver a boost to output and productivity’ (World Bank, 20t12: 41). Such an approach
necessitates in-depth diagnosis of the constraints prevailing in specific sectors, under-
taken through the Growth Identification and Facilitation Framework, and requires
engagement with empirical realities of the processes and environments within which
industrial activity takes place. The study entitled Light Manufacturing in Africa,
(World Bank 2012), typifies such an approach and is, according to Lin, the first
research project based on the NSE, (World Bank 2012: xiv). Significantly, through its
engagement with empirical realities, it documents features that are at odds both with
the theoretical premises of the NSE and the broad policies traditionally promoted
by the Bank. Instead, it presents a descriptive account of processes, structures and
linkages across a set of manufacturing sectors for a set of countries and highlights a
host of interventions that have led to successful output and productivity performance
in other countries (China and Vietnam)."™ Policy measures are advocated on the
basis of their success elsewhere rather than that they emerge from a set of theoretical
propositions, drawn from the NSE or otherwise. An emphasis on scale prevails and
advocated government policies include measures such as: ‘plug-and-play’ factory
shells, where the government incurs the fixed costs of utility-equipped factory shells
which overcomes firms’ need for finance to construct factories; the provision of
affordable residential housing for workers; affordable public transport for workers;
provision of long-term credit by the government; and tax incentives.

While much of Bank rhetoric has traditionally been characterized by an undiffer-
entiated celebration of small and medium enterprises as sites of development, World
Bank (2012) then offers a refreshing reminder of the realities of output and productiv-
ity growth in manufacturing, particularly by highlighting the necessity to tap into
economies of scale. In the context of existing Bank research, the study distinguishes
itself by a set of other features. It deploys a mix of quantitative and qualitative meth-
ods and, through detailed studies at the subsector and product levels, it illustrates
that: constraints in the manufacturing sector vary by country, sector and firm size;
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solutions to manufacturing problems cut across many sectors and require tackling
issues in agriculture, education and infrastructure; and a focused approach with
targeted interventions is necessary instead of the traditional approach of broad-based
(macroeconomic or sectoral) reforms, (World Bank, 2012: 47). The World Bank
(2012) then reflects a keen engagement with empirical processes of manufacturing,
and one could have hoped that this kind of research endeavour would have consti-
tuted Lin’s scholarly legacy at the Bank, rather than his theoretical insistence on
understanding development trajectories on the basis of comparative advantage. How-
ever, no manufacturing or industry ‘hub’ exists in the Bank’s research department,
nor is there a formal research work programme on manufacturing as a minimal
legacy of the NSE."'

Moreover, the extent to which any of the above recommended policies, whether in
the macroeconomic or industrial policy realm, prevails across Bank policies is difficult
to assess as policies vary, in practice, across countries and regions. The broad policy
matrix deployed by the Bank to determine the amount of (concessional) resources
allocated to its poorest clients has, however, remained unaffected by these proposi-
tions (Van Waeyenberge, 2ot11). This observation draws attention to a peculiar
feature of Lin as Chief Economist of the Bank. Across his various contributions, Lin
displays a curious lack of interest in the way in which his NSE may affect Bank
policies. Although a disconnection between scholarship and policies in practice has
often prevailed at the Bank, this was often despite attempts by Chief Economists
to affect Bank policy directions. Lin’s industrial policy recommendations, such as
regarding the provision of infrastructure, the establishment of industrial parks or the
use of direct credits are made, however, without reflecting on how Bank lending
policies and practices may condition the scope for their implementation. This is par-
ticularly so given the shifts in lending, from the public to the private sector, that have
occurred across the World Bank Group (Kwakkenbos, 2012 and Van Waeyenberge
et al., 2011), and the broader shifts in the international policy regime that have
accompanied these, including the investment-related restrictions that prevail through
membership of the World Trade Organization or as a result of bilateral trade and
investment agreements (Lall, 2004). The nature of the international financial institu-
tions’ response to the global economic and financial crises has, further, reinforced the
prejudice against large government-funded policy initiatives, which stands out most
clearly in the context of infrastructure.™

Celebrating the World Bank’s knowledge?

Lin’s one-sided engagement from within the Bank, biased towards the ideational,
transpires perhaps most blatantly from his proposition regarding a future role for the
World Bank. In Lin and Rosenblatt (20712), such a future role is understood entirely
in ‘knowledge’ terms, with little interest in the Bank as a lending and policy-making
institution. For them, the financing function of the World Bank Group is likely to
become progressively smaller compared to net private capital flows, in line with
developments prior to the global financial crisis. This echoes former Bank President
Wolfensohn’s formal celebration of the Bank as a Knowledge Bank in the latter half
of the 1990s which, at the time, reflected an awareness that the Bank’s financial
weight was on the decline. When international capital markets appeared over- rather
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than under-liquid, the Bank’s knowledge and experience of development were cast as
a justification for a continuing role for the institution, see also Gilbert et al. (2000).
The Bank became identified as a source of ‘global knowledge’. It would concentrate
on becoming the world’s premier development institution, forging a common
agenda on major issues. Since the onset of the global economic and financial crisis,
knowledge remains at the centre of the Bank’s mission, in keeping with Lin’s
vernacular: “Today more than ever, development knowledge helps to define the Bank’s
comparative advantage’, (World Bank, 2070: 1).

Lin’s support for the Bank as a Knowledge Bank suffers from the traditional short-
comings of those who have advocated such a role in the past. Bank knowledge is
understood in neutral and benign terms as the Bank is portrayed as a disinterested
‘memory bank of best practices’. The creation and dissemination of development
knowledge by the Bank is presented as an international public good, the supply of
which would be deficient without its active support. As argued elsewhere, see Van
Waeyenberge and Fine (2011), such an account implies a dramatic disregard for the
socio-historical, political and economic contexts within which knowledge, including
Bank knowledge, is produced, as well as for the socio-political or economic functions
knowledge may fulfil. A host of critical commentaries on Bank knowledge, neverthe-
less, abounds and has drawn attention to a set of features including: the shareholder
realities of the Bank; its embedded relationship with financial markets; and the
implications of the prevalence of economics as the Bank’s high scholarly discipline,
(Kapur et al., 1997). These broad governance features have concrete implications such
that research resonating with neo-liberal ideology is privileged and dissonant dis-
course is neither encouraged nor promoted (see Broad, 2006). Rather than resembling
a neutral, politically impartial or technical enterprise, the Bank’s knowledge exercise
needs to be understood within its political, economic and disciplinary contexts.

Lin combines his support for the Bank as a Knowledge Bank with a plea for a
‘democratisation of development economics’, (2012a: 34), or the promotion of a
‘multi-polar exchange of knowledge’, (2012a: 45). By this he means the diversification
of the Bank’s staff pool to include a greater proportion of representatives from the
developing world. Others have previously raised concerns regarding the homogenous
nature of the academic profile of Bank staff, dominated by economists, and mainly
the product of graduate economics departments of English-speaking but, especially,
US universities. Lin himself, however, although a Chinese national, is an economist
by way of the University of Chicago and is staunchly committed to the neoclassical
principles of rationality and choice, (Lin 2012b). His plea for a greater proportion of
developing country staff as researchers at the Bank reflects a concern that Northern
economists fail to appreciate the nature of the constraints within which decision
makers in developing countries make choices, rather than that neoclassical economics
itself may fail to provide a conducive framework within which economic problems of
development or any other kind can be understood."? Indeed, Lin (2012b) provides a
passionate plea for the further promulgation of neoclassical economics in the South,
where the combination of the application of the ‘quintessential economic logic’ of
rationality and choice with an alleged better appreciation of the constraints under
which decision makers (firms, individuals or governments) would contribute to the
modernization of countries and the advance of economics.
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Lin’s emphasis on indigenization then reflects an unfortunate attempt to overcome
a genuine concern regarding economists’ failure to engage with empirical realities.
This does not plague Northern economists more than Southern, but emerges out
of economics’ fraught accommodation of reality as a result of its highly deductive
approach, where reality is brought in as an afterthought on the basis of econometric
testing of particular a priori propositions. Lin tries to navigate this conundrum but
mistakenly attributes the lack of explanatory power of mainstream theories of eco-
nomic development to the geographic origins of their practitioners rather than to the
limits imposed by their disciplinary method and scope. His attempt to overcome
shortcomings of ‘Western’ economics is doomed to fail as his analysis remains
staunchly committed to economics as a theory of choice based on the fundamental
premise of rationality. However, Lin’s discourse on indigenousness and neoclassical
economics, not least as a result of the platform from where it was propagated, further
contributes to the colonization of development economics by neoclassical economics,
to the detriment of a systemic and historically informed understanding of trajectories
of development, situated within domestic and international relations, across political,
economic, commercial and financial realms.™

It is, finally, a far cry from other indigenization initiatives such as, for instance, the
one launched by Mahmood Mamdani, Executive Director of the Makerere Institute
for Social Research, MISR, through a new doctoral programme that seeks to produce
researchers anchored in a tradition that historicizes and contextualizes phenomena,
processes, and ideas. The programme at the MISR seeks ‘to combine a commitment
to local knowledge production, rooted in relevant linguistic and disciplinary terms,
with a critical and disciplined reflection on the globalisation of modern forms of
knowledge and modern instruments of power’, (Mamdani, 2zor1)."S Interdisciplinarity
sits at the heart of the programme, reflecting a recognition of the necessity to engage
across politics, political economy and history in order to advance an understanding
of local realities within global contexts and of the global from the vantage point of
the local. Mamdani’s initiative constitutes a response to the urgent need within the
study of development to celebrate traditions that emphasize the historic and systemic,
in counterpoint to the steady encroachment of neoclassical economic principles and
their narrow conception of the social or the economic. In addition, a more compre-
hensive approach in the study of development would lead economic analysis beyond
the flawed presumption implied by a national framework such as advanced by Lin in
which any country would develop if only adopting the appropriate policies. Mamda-
ni’s plea finally constitutes an attempt to offset the implications, intended or other-
wise, which the Knowledge Bank has had for knowledge generation in the South
through its manifold knowledge initiatives (including training provided through the
World Bank Institute).*® This has been compounded by the decline of the university
as a centre of knowledge and learning in much of the poorer parts of the South —
itself often the result of World Bank policies.”” And, in contrast to Lin’s agenda for
the development of economics in the South, Mamdani’s initiative holds better pros-
pects for the articulation of progressive demands, where the (economic) ideational
and policy realms have become dominated by neoclassical ideas and their derived
neo-liberal propositions, not in the least as a result of the significant knowledge,
policy and lending roles performed by the Bank.
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Conclusion

The chances are that Lin’s programme for a New Structural Economics, unlike those
of Krueger and Stiglitz, will prove a paradigm shift that never took place. Nonethe-
less, this does not mean that his attempt is of no significance since it reflects develop-
ments in scholarship, rhetoric and policy in practice at the Bank even if, for the latter,
more by way of neglect. It is also liable to have some influence on the evolution of
development economics (and studies) by virtue of its origins, and the weight these
carry, if only reinforcing some trends and dispositions and weakening alternatives.

In short, it is worthwhile to unpick Lin on a broader canvas in the ways identified
above. In summary, first, in the extreme form of lack of acknowledgement other than
in passing of an alternative old structuralism, Lin’s neoclassical economics finds no
need for modification, let alone questioning in the wake of the crisis.

Second, though, this is not to suggest that Lin’s, or others’, neoclassical economics
remains unchanging. It has to offer something ‘new’ whether to display an air of
scholarly originality or in response to the crisis. On the longer view, not least in the
wake of the PWC, this has involved a renewal of market imperfection economics that
has allowed for a second phase of ‘economics imperialism” including a corresponding
second phase of the new or the newer development economics, focusing on identify-
ing and correcting market and institutional imperfections. Dovetailing with the PWC,
this has provided a rationale for piecemeal, discretionary intervention across the
market-state (and civil society) dichotomy (‘trichotomy’) as well as increasingly
appropriating the broader subject matter of development studies to an extraordinary
extent despite an equally extraordinarily narrow set of analytical principles.

Third, in principle, such analysis is derived from the axiomatic and individualistic
deductivism of the mainstream. However, in practice, commitment to such crudely
proclaimed logic, rigour or scientism is opportunistic in two different ways. On the
one hand, those deductive results that are inconvenient for purpose are simply cast
aside as if they did not exist. This is apparent, as argued above, in Lin’s unquestion-
ing reliance on the notion of (latent) comparative advantage. On the other hand, so
confident is the mainstream in its abused (and flawed and narrow) principles that it
has increasingly and seamlessly wedded them to whatever other elements it chooses
irrespective of mutual consistency across methodology, method and theory.

Such intellectual opportunism is as free-ranging as it is chaotic. It leads some to
presume, particularly in light of broader deployment of individual motivation through
behavioural economics, that the mainstream is in a process of disintegration from
without or upon its frontiers.”® We prefer the descriptor of suspension as the core
principles are retained, at least as a background, but more usually as a core or norm
from which other considerations can be viewed as a source of deviation to explain
the otherwise inexplicable or what otherwise cannot be incorporated. This does mean
that the course and content of the mainstream cannot be taken as given and read off
from its principles or purer versions. Indeed, plus ¢a change, toujours la méme
chose.

This is especially, if not logically necessarily, so of what has proven the mildest
of intellectual and policy reactions to and against the current crisis in terms of
the rationale and perceived scope for state interventionism. Whilst, as fully exposed
here, this is to be expected of Lin and his stance of state minimalism in pursuit of a
predetermined latent comparative advantage (and presented as some sort of paradigm
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shift to a new structural economics), what is possibly more surprising and disappoint-
ing is how readily such minor concessions have been warmly embraced, and engaged
with, by erstwhile critical and heterodox development economists. Indeed, thirty
years of creeping, even galloping, influence by the Bank over the fields of scholarship,
rhetoric and policy in practice, have induced a corresponding loss of confidence in
opponents previously in the vanguard, as most poignantly symbolized by the demise
of the DSP to the status of a failed buzzword.” Significantly, with the, in some
respects, peculiar exception of Wade (2010 and 20712), the DSP might just as well not
exist as far as both Lin and his critics are concerned. And, over a wider range of
literature, there would appear to be the equivalent of a conspiracy to forge analytical
principles, postures and their application allowing for the possibility of intervention-
ism in principle but containing it in practice.

Unsurprisingly, such perspectives are strongly underpinned by international schol-
arship and organizations. Thus, whilst UNCTAD has long voiced its concerns over
the role of finance in undermining potential for policies that underpin developmental
goals, only now that circumstances might allow it a louder voice to a more influential
audience, has its legitimacy in doing so been challenged.*® Meanwhile, ‘diagnostics’
blossom in order to enable the state to constrain itself to supporting the private
sector. Weiss (2011), addressing industrial policy in the current century, is typical; in
his abstract, he ‘makes a case for a pragmatic and limited approach to interventions
as a means of stimulating industrialization in the context of current and future
challenges facing newly industrializing countries’. One of his concerns is that more
interventionism is required where it is least likely to be successfully adopted, as
echoed by Peres (2011) for Latin America. The ethos is one of cautious, piecemeal,
context-specific intervention as far as industrial policy is concerned. And, by the same
token, the UNRISD attempt to put the developmental welfare state, DWS, on the
agenda, is notable as an exception that fails to be adopted in theory let alone in
practice. The point is not so much to see the DSP and DWS as uncritically acceptable
as alternatives to the new almost universal pessimism over anything other than min-
imal state intervention. Rather it is to highlight the weaknesses of presence let alone
influence of alternatives. This is the context within which to locate the broader role
of the World Bank in scholarship, rhetoric and policy in practice, and as knowledge
bank whose portfolio of intellectual assets is at the opposite extreme to the variety
offered by the financialization that it continues to support with such fervour and at
such expense.

Notes

' http://blogs.worldbank.org/psd/from-old-taboo-to-
new-consensus-industrial-policy-and-competitive-

several papers produced during that period are also

included.

industries-pt-1.

Lin (2012a) brings together his work to date in this
regard. The volume reproduces previously published
articles, together with some commentaries by some
more or less friendly critics. These contributions
primarily derive from the time that Lin has been
at the World Bank. However, the NSE builds on
Lin’s previous work on economic development
and transition undertaken while at the China Centre
for Economic Research, University of Beijing, and

For a critical account of the PWC as an outcome of
the ‘newer development economics’, see Fine et al.
(eds) (2001), Jomo and Fine (eds) (2006) and Bayliss
et al. (eds) (2011). On the broader thrust of the
newer economics imperialism on which it depends,
see Fine and Milonakis (2009).

These are adopted from the parallel problem of
under what circumstances the notion of effective
rate of protection is legitimate, see Deraniyagala
and Fine (2001 and 2006).
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5 With an import and an export, this implies an " Email communication with lead author of World
absence of non-traded goods, not least whatever Bank (2012). See also Wade (2012: 235).
government itself does. > See also Hildyard (2012).

¢ Otherwise comparative advantage can change 7 Lin’s credentials as the first Chief Economist from
depending upon distribution of preference patterns the South have been widely paraded. The gossip is
across countries just as for factor reversals, see next that his successor appointed from September 2012,

Kaushik Basu, undertook an otherwise previously
unexplained move back to India from Cornell in

point.

Thus, if income increasingly goes to a country that

is both relatively rich in labour and whose prefer- 2009 to take up a post, Chief Economic Advisor, in

ences shift from capital-intensive to labour-intensive government for the first time.

I

. . . See Fine (2009) on how development economics was
products as income rises, then comparative advan- v o
. . e Lo . captured by economics imperialism and on how
tage will also shift as it will import capital-intensive T o
. . . economics increased its influence over development
goods at low levels of income and labour-intensive

at high.

A classic example of this is the theory of the second

studies more generally.

See also Mamdani on Stiglitz, http://pambazuka.
org/en/category/features/83875.

Indeed, the development of Lin’s career at the
University of Beijing was itself affected by a knowl-
edge initiative of the Bank, when it provided a large
proportion of the initial funding for the China
Centre for Economic Research of which Lin was the

best for policymaking, which undermines the 1

2N

rationale for shift towards market forces if not
making them completely perfect.
? See Krueger in Lin (2012a).

This includes a recognition that fast output and pro-

ductivity increases in manufacturing can proceed founding director.

‘despite the presence of problematic institutional 17 See Samoff and Bidemi (2003) for an account in the

arrangements’, (World Bank 2012: 45). Drawing on context of Africa.

the experience of China, it is recognised that protec- ¥ See Fine and Milonakis (2011) for discussion.

tion of private property rights is not a necessary " See Fine et al. (eds) (2013) for the developmental

condition for manufacturing to thrive, nor is access state as a ‘failed buzzword’.

to bank lending or formal financial markets. *° See Ghosh (2012) for an account.
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