
v

Contents 

 Preface xv
 Acknowledgments xvii
 Abbreviations  xix

  Synthesis 1

  Otaviano Canuto and Marcelo Giugale

 Part 1 Markets 29

 1  Recoupling or Switchover? Developing 

Countries in the Global Economy 31

  Otaviano Canuto

 2  Technological Learning: Climbing 

a Tall Ladder 51

  Otaviano Canuto, Mark A. Dutz, and José Guilherme Reis

 3  Trading Places: International Integration 

after the Crisis 67

  Mona E. Haddad and Bernard Hoekman

 4  Exports and the Competitiveness 

Agenda: Policies to Support the 

Private Sector 85

  José Guilherme Reis and Thomas Farole



vi Contents

 5  Natural Resources and Development 

Strategy after the Crisis 101

   Milan Brahmbhatt, Otaviano Canuto, 

and Ekaterina Vostroknutova

 6  The Times, They Are “A-changin”: A New 

Look at International Economic 

and Financial Policy  119

  Jeff Chelsky

 7  Macroprudential Policies in the Wake 

of the Global Financial Crisis 129

  Luis Servén

 8  Finance in Crisis: Causes, Lessons, 

Consequences, and an Application 

to Latin America 143

  Augusto de la Torre and Alain Ize

 Part 2 Governments 161

 9  Tales of the Unexpected: Rebuilding 

Trust in Government 163

  Nick Manning and Deborah L. Wetzel

 10  Fiscal Quality: A Developing 

Country’s Priority 181

  Marcelo Giugale

 11  Public Expenditure after the Global 

Financial Crisis 193

  Jim Brumby and Marijn Verhoeven

 12  Debt Management and the Financial Crisis 207

  Sudarshan Gooptu and Carlos A. Primo Braga

 13  Subnational Debt Finance: Make 

It Sustainable 219

  Otaviano Canuto and Lili Liu



 Contents vii

 14 Sovereign Wealth Funds in the Next Decade 239

  Stefano Curto

 Part 3 People 251

 15 Poverty, Equity, and Jobs 253

  Ana Revenga and Jaime Saavedra-Chanduvi

 16 Investing in Gender Equality: Looking Ahead 275

  Mayra Buvinic, Trine Lunde, and Nistha Sinha

 17  The Impact of the Global Financial 

Crisis on Migration and Remittances 297

  Sanket Mohapatra and Dilip Ratha

 Part 4 Regions 321

 18  Africa: Leveraging Crisis Response to 

Tackle Development Challenges 323

  Shantayanan Devarajan and Sudhir Shetty

 19  East Asia and the Pacifi c Confronts 

the “New Normal” 331

  Vikram Nehru

 20  Europe and Central Asia: A Time of 

Reckoning 351

  Luca Barbone

 21  A Brave New World for Latin America 363

  Marcelo M. Giugale

 22  The Financial Crisis, Recovery, and Long-Term 

Growth in the Middle East and North Africa 377

  Ritva Reinikka

 23  Economic Policy Challenges for South Asia 387

  Dipak Dasgupta, Ejaz Ghani, and Ernesto May



viii Contents

 About the Editors and Authors 407

 Index 423

Boxes

 4.1 Financing Trade in a Postcrisis World 94

 11.1  Desirable Features for Effi  cient Public 

Investment Management 200

 17.1  Resilience of Remittance Flows Relative to 

Other Types of Flows during the Current Crisis 301

 17.2 Reverse Remittances 307

 17.3  Diaspora Bonds as a Source of Financing during 

Diffi  cult Times 310

 17.4  Revised Forecast Methodology Using New 

Bilateral Migration and Remittance Matrixes  313

 23.1  Private Participation in Infrastructure (PPI) Is 

Bouncing Back 392

Figures

 1.1  World Output Growth 32

 1.2  Trends and Cycles: Potential and Cyclical 

GDP Growth 33

 1.3  Frequency Distribution of GDP Growth in 

Developing Countries and High-Income OECD 

Countries, 2009 34

 1.4  General Government Debt, Real and Projected 36

 1.5  United States: Personal Savings Rate and 

Current Account Balance, 1960–2009 37

 1.6  Recoupling and Switchover  39

 1.7  Rising South-South Trade: Toward an 

Export-Led Growth v2.0? 46

 2.1  Regional Trends in Vertical Specialization 

as a Percentage of Exports, 1985–2005 54

 2.2  Number of Annual Patents Granted in the 

United States, 1996–2009 55



 Contents ix

 2.3  Total Number of Scientifi c and Technical 

Journal Articles, 1995–2005 56

 3.1  Developing Countries Account for an Increasing 

Share of World Trade 72

 3.2  Southern Countries Still Export Fewer Varieties 

Than Northern Countries 73

 3.3  LMIC GDP Growth Helps Drive LIC Export 

Growth, 2000–08 73

 3.4  Tariff s’ Drastic Drop in Developing Countries 

since 2000 74

 3.5  Positive Impact of Undervaluation on Export and 

GDP Growth for Low-Income Countries, 1950–2004 78

 4.1  Relationship between Market Access and Trade 

Growth from Developing Countries 86

 4.2  Relationship between Logistics Performance 

and Exports 92

 4.3  Ten-Year Survival Rate of Export Relationships: 

Pakistan and Germany  93

 5.1  Commodity Price Indexes, January 2000 to 

July 2009 102

 5.2  Commodity Price Indexes, January 2000 to 

August 2009 102

 5.3  Developing Countries: Commodity Exports 

Share, 2003–07 104

 5.4  Real Non-energy Commodity Prices, 1900–2015 105

 5.5  A Measure of Dutch Disease: Diff erence between 

Actual and Normative Size of the Tradable Sector, 

1975–2005 110

 5.6  Natural Resource Depletion and Net Savings 

Rates, 2007 112

 5.7  Government Choices in Allocating Resource Revenues 114

 9.1  Trust in National Institutions: Regional Averages 167

 10.1  Comparison of Advanced and Emerging Economies 

after the 2008–09 Financial Crises: Fiscal Imbalances 

and Public Debt 182

 10.2  Number of Countries with Fiscal Rules  184

 10.3  Sovereign Wealth Funds  186



x Contents

 11.1  Public Social Spending 196

 11.2  Public Spending 197

 11.3  Government Investment as Net Acquisition of 

Physical Assets  199

 12.1  Many Countries Were Able to Respond to the Global 

Crisis from a Position of Strength . . . Overall 

Fiscal Balances and General Government Debt, 2007 209

 12.2  But this Fortunate Position Is Rapidly Changing . . .

Overall Fiscal Balances and General Government 

Debt, 2009 210

 12.3  The Crisis Has Brought with It Increased External 

and Public (Including Domestic) Debt Levels in MICs 211

 12.4  Signifi cant Divergence of Required Postcrisis Primary 

Balances from Countries’ Past Levels 212

 13.1  Correlation between Sovereign and Subsovereign 

Ratings of European Countries 223

 15.1  Poverty Rates in the Developing World: People 

Living on Less than US$1.25 a Day 254

 15.2  Regional Poverty  254

 15.3  Annualized Poverty Headcount Change 

(US$2.50 a day), Early 2000s to Late 2000s 255

 15.4  Indicators of Global Hunger 257

 15.5  Inequality in Brazil and China  259

 15.6  Diff erential Probability of Completing Sixth 

Grade on Time, Circa 2005 263

 15.7  Human Opportunity Index for Access to Sanitation  264

 15.8  Social Spending and Taxes by Quintile as a 

Percentage of GDP Per Capita  266

 16.1  Women’s Earnings, Children’s Well-being, and 

Aggregate Poverty Reduction and Economic 

Growth—the Gender Pathways 276

 16.2  Impact of the Crises: Countries’ Progress toward 

the Millennium Development Goals 278

 16.3  Gender Gaps in Development Outcomes Vary by 

Countries’ Demographic Stage 283



 Contents xi

 16.4  Primary, Secondary, and Tertiary School 

Enrollment and Completion Rates for Girls 

and Boys, 2003–08  286

 16.5  Ratios of Employment to Population Are Much Lower 

for Young Women than for Young Men Ages 15–24  289

 16.6  Labor Force Participation Rate by Region and 

Demographic Stage, 2003–08 290

 17.1  U.S.-Mexico Border Controls and Duration of 

Stay of Mexican Migrants in the United States 302

 17.2  Sharp Decline of Remittance Outfl ows from 

Russia during the Crisis, but Beginning of 

Increase with Recovery in Oil Prices and Growth 306

 17.3  Off set of Trade Defi cits by Remittances in Many 

Middle- and Low-Income Countries 308

 17.4  Contribution of Remittances to Sovereign 

Creditworthiness and External Debt  309

 17.5  Correlation between U.S. Construction Sector 

Activity and Remittances to Mexico 315

 17.6  Refl ection of Fall in Demand for (and Supply of ) 

High-Skilled Foreign Workers in Fewer 

Applications for U.S. Temporary Worker Visas 315

 17.7  International Remittances Agenda 318

 19.1  Slowdown of China’s Credit Growth  335

 19.2  East Asia and Pacifi c’s Fiscal Stimulus Compared 

with That of Advanced Countries 335

 19.3  More Diversity in East Asia than in Other 

Developing Regions 337

 19.4  China’s Capital-Intensive Industry-Led Pattern 

of Production in an International Perspective  338

 19.5  Recent Increase in the Volatility of Commodity 

Prices 341

 19.6  The Quick Rise of Intraregional Trade in East Asia 

and the Pacifi c, Surpassing That of NAFTA 344

 19.7  Higher Income Disparity in East Asia and the 

Pacifi c than in Europe  345



xii Contents

 20.1  “The Great Recession, 2009”—GDP Growth 

by Region 354

 20.2  The Eff ect of the Crisis on Poverty 356

 20.3  Demographic Projections for Europe and 

Central Asia Countries  358

 21.1  Symptoms of Innovation, or Lack of It  366

 21.2  Gini Coeffi  cients Before and After Public 

Transfers, Circa 2006 370

 21.3  Human Opportunity Index, 2010  371

 22.1  Real GDP Growth Rates, Middle East and North Africa  378

 22.2  Reform Episodes and Private Investment 

Response, Middle East and North Africa   382

 22.3  The Gender Gap in Middle East and North Africa 384

 23.1  Government Fiscal Balance  389

 23.2  Public Debt Dynamic  390

 23.3  Ratio of Tax Revenues to GDP and GDP (PPP Per Capita) 

from 1975 to 2000  391

 23.4  Tax Revenue  391

 23.5  Share of India’s Bilateral Trade with China and the 

United States 395

 23.6  Structural Change of South Asia’s GDP 

Compared to East Asia’s GDP 396

 23.7  Comparative Advantage Driven by Land and 

Human Capital Endowments 397

 23.8  Confl ict and Development, 1998–2004  399

 23.9  Confl ict Reduces GDP Growth 401

 23.10  The Changing Population Pyramid in South Asia  402

 23.11  Much Lower Urbanization Rates in South Asia, 2005  404

Tables

 15.1  GDP Growth, Employment Growth, and Poverty 

Reduction 268

 16.1 Priorities for Crisis-Response Activities 279

 16.2  Developing Countries by Demographic Setting, 

2010 and 2015 281



 Contents xiii

 16.3  Priorities for Investments in Gender Equality over 

the Longer Term 292

 17.1 Remittance Flows to Developing Countries, 2006–11 299

 19.1  Thanks to China, Developing East Asia as the 

Fastest Growing Developing Region 332

 19.2 Bright Prospects for East Asia and Pacifi c 333


