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Abstract

The ‘productive’ side was central in traditional development 
economics where development was seen as being largely 
about the transformation of the productive structure, with 
an important role played by industrialization in this process, 
and the social transformations resulting from this. But this 
side has become increasingly forgotten during the past three 
decades. In this Lecture, Ha-Joon Chang analyzes the use 
of the term ‘development’ in some of today’s key ‘develop-
ment’ discourses- the Millennium Development Goals of the 
United Nations, the Doha Development Agenda of the World 
Trade Organization, and micro-finance.

Presentation Ha-Joon Chan "Hamlet without the Prince of 
Denmark: How development has disappeared from today's 
'development' discourse" online: www.oefse.at/veranstaltun-
gen/rueckblick/

Introduction Werner Raza (Director, ÖFSE)

Dear Ladies and gentlemen, colleagues,

Progress in the social sciences including economics is prob-
ably best described as occurring in a cyclical manner. Basi-
cally the dynamics oscillate between phases with more lib-
eral views and more interventionist approaches. Clearly the 
last 30 years or so have seen a spectacular rise of views 
that have emphasized the virtues of market-based capitalism 
and have had a heavy influence on the political agenda of 
governments and international organizations, not least in the 
area of international development.

But the contradictions of the epoch of neoliberal capital-
ism, which have become dramatically apparent during the 
last years with the global crises of finance, the economy and 
nature, make it necessary to reconsider the basic founda-
tion of economic doctrine, upon which a more sustainable 
and inclusive mode of economic development shall be build. 

This debate is both pertinent in the developed North and the 
global South.

An eminent thinker of this necessary re-foundation of eco-
nomics is our distinguished speaker of tonight, Dr Ha-Joon 
Chang. Dr Chang is Reader in Political Economy of Develop-
ment at the Univ. of Cambridge. More importantly, he is per-
haps the most important representative of a new generation 
of development economists that promote a “New develop-
mentalist” approach to economic development. 

His seminal books include “Kicking away the ladder” - a book 
I would have liked to write myself, but was not able to do. 
Other important and bestselling books like “Bad Samaritans: 
The Myth of Free Trade and the Secret History of Capitalism”, 
and the just released “Economics: a User’s Guide”, which I 
wholeheartedly recommend to you.

Thus, it is a particular pleasure to welcome Ha-Joon Chang 
as the distinguished key-note speaker of tonight’s ÖFSE 
Development Lecture. By way of conclusion, I would also like 
to express my gratitude to the Institute for Ecological Eco-
nomics at the Vienna Univ. of Economics and Business for 
the cooperation in organizing this event.

Thank you very much.

Comment Ludovico Alcorta (Research Department, 
UNIDO)

I want to raise four main points:

1. Structural change and structural transformation

a. Welcome to see development as structural change,  
 including change in social structures
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b.  Welcome to put the firm at the centre of structural  
 change

c. Importance of the normative dimension of structural 
 transformation

2. What led to Prince of Denmark’s disappearance?

a. Demise of the Soviet Union, particularly the emphasis  
 on material production

b. The rise of market ideology

 Markets were omnipotent and would solve all  
 allocation problems

 Emergence of the Washington Consensus, where 
 the only thing that matter was macroeconomic equi 
 librium

c. The emergence of humanism

 Emergence of human capital theories of growth 
 and development were the emphasis was educa- 
 tion as the fastest way to development

 The rise of social justice perspectives that put peo- 
 ple at the centre of development

- For example Amartya Sen’s view of development 
as enhancing people’s capabilities to choose 
between different states of being (healthy, em-
ployed, dignity, happy….)

-  Another example is the Human Development Re-
port and Index that put a premium on the social 
wellbeing of individuals

d. The poor economic performance of some economies 
in Latin America and Africa that had attempted to ex-
pand productive capacity and modernize too rapidly (al-
though some of the success stories in Asia were sort 
of sidelined).

e. The exaggerated emphasis on growth and infrastruc-
ture only policies that held sway in international devel-
opment thinking until the mid-1990s

3. Is the Prince back? Why?

a. The global financial crisis the redirected attention to 
production of goods as mean to exit the crisis and sus-
tain long term economic growth

b. The ability of China to grow rapidly and structurally 
transform itself while lifting more than 600 million peo-
ple out of poverty

c. The re-emergence of the state as an actor in economic 
development and with a clear mandate of expand pro-
ductive capacity for employment generation

d. The realization within the international development 
community that any one pillar of development alone, be 

it economic, social or environmental will not be condu-
cive to prosperity.

e. A better understanding by academics and policy makers 
of the process of economic development and the role of 
structural transformation in it. This is being reflected in 
the SDG discussion, which will replace the MDGs.

4. Structural transformation trade-offs

a. Social and institutional development could be at the ex-
pense of structural transformation

b. Environmental sustainability can be at the expense of 
structural transformation

 How can these trade-offs be addressed? Can they be 
addressed?

Comment Cornelia Staritz (Senior Researcher, ÖFSE)

I generally agree with all what Ha-Joon said and want to fo-
cus in my comment on some questions and issues that make 
productive transformation & structural change difficult today, 
particularly in a low-income country (LIC) context. 

1. It is important to take social & environmental dimensions 
into account in productive transformation. Main ques-
tions include: Is structural change still possible from 
an environmental perspective - hence, can all countries 
industrialize? Is structural change able to solve social 
problems and ensure decent employment for all?

There are synergies/win-wins between transformation 
& social and environmental objectives but there are also 
trade-offs. 

a. Regarding environmental sustainability and transforma-
tion, there exist some potentially important win-wins - 
production of green products but more importantly in-
vestment in local renewable energy & in more energy 
efficient and sustainable production processes and in-
frastructure in the course of the transformation process. 
BUT there is no de-coupling between economic growth 
and resource use and pollution. I would say that high 
income countries (HICs) have to be the first to change 
their development model (and not LICs) & HICs should 
strongly support investments in LICs through funding 
which however both does not take place.

b. Structural change has diverse effects on employment 
generation – in long term it may increase or sustain 
employment but in short term also lead to employment 
reduction. Structural change also leads to social conflict 
and inequalities. This has important social policy impli-
cations and stresses the importance of welfare state 
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institutions in addition to policies that support structural 
change. See f.e. cash transfer system in Brazil that has a 
role to ensure social rights & increase local demand. 

2. The international context is not supportive of structural 
change in LICs but the new geopolitical context pro-
vides at least some opportunities.

a. Global liberalization and the shift to export orientation 
have increased competition which makes it more diffi-
cult for LICs today to enter certain industries through 
exporting but also domestically. Additionally, inter-
national trade and investment policies such as WTO 
TRIPS and TRIMs, FTAs, BITs and the EU and other 
countries’ Raw Material Initiatives have limited policy 
space – f.e. for protection of local industries & other 
interventionist policies such as FDI conditions, local 
content policies & export taxes. 

b. But there is also increased policy space given the new 
geopolitical context & the rise of emerging countries, 
particularly China which increases the trading partners 
and foreign investors. This is particularly the case in 
resource sectors (where local struggles and protests 
also played a role) which is important for LICs as many 
are still dependent on one or few resources few al-
ternative sectors. Some LICs have been able to (re-)
negotiate more favorable agreements particularly in 
mining sectors that include higher taxes & local con-
tent stipulations. But the focus has been on increasing 
tax incomes and not using resource sectors as a basis 
for structural change and industrialization through in-
creasing local value added and building local linkages.

c. There is also (again) increased talk on the importance 
of industrialization and industrial policies in many de-
velopment strategies and also in major international 
institutions. However concrete policies and implemen-
tation are still limited in many LICs and what is under-
stood under industrial policy is also very diverse with a 
tendency to interpret it in a way that fits to a general 
liberalization agenda – f.e. focusing on trade facilitation 
and horizontal measures and not interventionist sec-
toral measures that are the core of industrial policy.
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3. Concerning the local political economy context, main 
questions involve who will be the initiator of structur-
al change and how to support a pro-structural change  
coalition. 

a. In LICs, at least in many SSA countries, there is often 
no industrial bourgeoisie & elites and the middle class 
are more connected to importer, financial market, trad-
er or extractivist interests. So, they have not relay an 
interest in structural change. In this context, the state 
and state owned enterprises will have an even more 
important role. 

b. But relation between private and public sector is cru-
cially important – as important as the policy document 
is the policy process & relational independence be-
tween public and private sector and learning between 
them. This requires capabilities at the public and private 
side and institutions. There often missing structures 
and capabilities. The public side is general highlighted 
but this may be even more acute at the private sector 
side, e.g. missing or incapable usiness associations.
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