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(= ) Parallel Sessions: What Banking for Economic Dynamism

a2 48 Fiscal and Financial Sustainability
--What Banking for Economic Dynamism
per R 2013 # 10 % 1 p > 10pF 45~ 3 12pF 00 ~
B R Harold James, Professor of History and International Affairs,
(Moderator) | Princeton University, USA
gk + Claver Gatete, Minister of Finance, Republic of Rwanda

Harold James, Professor of History and International Affairs,
Princeton University, USA

Steffen Kern, Chief Economist and Head of Financial Stability,
ESMA, France

Victor Kuan(’}f =) ?Ff), Chairman and Citi Country Officer,
Citibank Taiwan, Taiwan

Ibrahim Turhan, Chairman and CEO, Borsa Istanbul, Turkey
Thierry Philipponnat, Secretary General, Finance Watch,

Belgium
g;i; Fy E EL
gRMF
Question :

What incentives could encourage banks to refocus on relationship-building and
the careful monitoring of small businesses and innovative enterprises?

Is it desirable to discourage banks from engaging into securitization on both the
lending and borrowing side of their balance sheets?

Can we learn from the experiences of micro finance or venture capital in creating
new forms of banking which safely expand credit to small and innovative

businesses rather than to well-established incumbents?

Claver Gatete, Rwanda :
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Solution :
What Banking for economic Dynamism

¢ Joint efforts of banks and government for SME financing

e Stability-Dynamism tradeoff

e Resolving Moral Hazard situation of banks

e Tax treatment of debt & Risk weighting of capital requirements

2013 #10% 1pEWH ﬁ # ¥ & #£ @ What Banking for Economic Dynamism
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(= ) Parallel Sessions: Promoting Employment and Growth

BN Achieving Sustainable and Inclusive Growth
--Promoting Employment and Growth
P 2013 # 10 % 1 p »14PF45 %5 3 16 B% 00 &~
B R Conny Czymoch, International Moderator and Journalist, Germany
(Moderator)
gk R - Laszlé Andor, EU Commissioner for Employment, Social Affairs

and Inclusion, European Commission, Belgium

Abdul Al Jaber, Chairman and CEO, Middle East Payment
Services, Jordan

David Arkless, Founder and CEO, ArkLight Consulting,
Switzerland

Duncan Campbell, Director for Planning in Employment,
International Labour Office, Switzerland

Chung-Ming Kuan(§ ¥ ), Minister, Council for Economic
Planning and Development, Taiwan

Nemat Shafik, Deputy Managing Director, International
Monetary Fund, USA

et | HRR

§RME

Question :
How can we create opportunities for employment and design institutions that
increase growth but also make the economy more resilient during times of
restructuring?
How do we preserve and increase human capital and improve the match between
the supply and demand of skills: is that to be done through a centralized process,
do internet platforms have a role, should vocational training be stressed, should

job security be graded, should policies target specific social groups?

Nemat Shafik :
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Duncan Campbell :

1.

BB R e R e e § XA e e AR R e
R A RAFE A APZEEER AR R A d e e £
AL RE R & o
2P wd FEY 1 BRILO) R A2 RS A% e £ 21 Reng 4
EEAT L2F AT A0 RA AR RTR A A RS FLSN
4 0G20 4 2 B 38%mA P G YR bL:g‘_év’ﬂ%\i/ﬂ\ﬁ}‘bé}; A 4 T;K‘{{.;!}a
AT A EATN30%; % F AL F T IFU g%%;b?r ¥ 1 {F 3T
g o BIEmA TR AF - HO LB P A 1%?@%%4 e m
BHRE - 2R R RN PR R B0 R & ’?F’Jfﬁ‘—m

EN

R Eg-

7



F‘Pﬁgi}m Eh e AT RRA
3. MM R AN A EBE Ry A - A b EFEFOSEE R ER
PHEIART FEALIFPEFIE R P AL EF 1AL E- BER
TLES o Poae R bl A AR TR T o
4. Ev%ﬁa@uﬂ,iﬁ4A4&iﬁuﬁ%MM%ﬁﬁ$gT%16,a
=X 2008 A A>T Ep Y g i
5. ZG P gAcRERPLEMABE DD VP REG R EE R A LAR T F DR
WA P AR R FHRER A RE P BEREoRES BT IR
Th o BHEFIE L PRREE F1IT T2 0REARELPREE
iﬁ#iﬁﬁﬁﬁﬂh*ﬁm‘=B”é$?¢hwwﬁ4m%yﬁf’aiﬂ
BrFiat A gnipe LFHEM1 T4 - g M E.)\TL i H 1%
€0 ’vlliirx—ffék’w; G o T A RKER N ZEAITAAIEA L H
FARENLIBE

Chung-Ming Kuan (§ » B3 %):

. ZEEARFfTIOgF R fEAREE2HEL L TR - - S
2 BFRIE A by N o 32008 £ F 6%% ¥ 0 3] 2012 & chpF
e G 4% A iR AR E RS A & X EEd 14%F 5 12% e v RiRE o

2. EiEAi )»r:r_'ﬁi;g‘ig-gq—\— BF Ak TR P o 2
FORFF - By KA AR e & e 0 ¢ (DA REYI RS 0 %9
ETFERS PREEEA I ITHEIE AR A FIEB LT E A
¢ﬂmvu¢ﬁ%@&w@$%ﬁ%lﬁ°@%$ﬁ*%{%§&#1%
AaEBafsd #EADFE? A RY 200 L et FLE4
B Ao fe £ 1 (T TR A 4 o p R T A ugsg:;;(b (RN
%&?4‘ NEET U GERERD D L ARE N B o Q)L & W ihre K AL

g

BT R ¢ 3 R %@ﬁu Br1 T @ S
¥
q
¥

Iir%—% I &:,és“éﬁ’ E LT NE B o

3. EAesEk ﬁr;z FE - BEHSOSARNIE D EAEAE T 2EH R EE
SEA R RO R e R R

4. AR E T L L BRSO BARG E T o L anRiE R v R A
ﬁﬁjﬁiﬁ°§$#ﬁfiiiéiﬁﬁ¥1 EARE L (Ecrr kR BT A B
&i&i@ﬁi&ﬁ%%ﬁﬁﬁ’%%?u { 5 e s o Ten1 iF
- 27: 8 SRS ELESLIRIE- SL TR P

5. ﬁ%‘;€@f%@ﬁwAmxbﬁ%HﬁéT%;b,aﬁéb#é{m;»gﬁﬁﬁa,jg
F2T - MRS E o DR B R BB R TR R g e

T
iy
~mbe

s

LB g ko AApg F 7 ki)



Abdul Al Jaber :
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David Arkless :
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Solution -

Promoting Employment and Growth

s Short run: increase demand; long run: labor supply policies
« Facilitate matching process for the youth (training programs)
¢ |Importance of entrepreneurship for growth and labor
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(= ) Parallel Sessions: Trade, Poverty and Inequality

BN Poverty in the Midst of Plenty
--Trade, Poverty and Inequality

per R 2013 # 10 » 2 p - 11 454 3 13 p% 00 ~

BkA R Carlos Braga, Professor of International Political Economy,

(Moderator) | International Institute for Management Development, Lausanne,

Switzerland

gk = R Anne Krueger, Senior Professor of International Economics,
School of Advanced International Studies, Johns Hopkins
University, USA
Jean-Pierre Lehmann, Emeritius Professor of International
Political Economy, International Institute for Management
Development, Lausanne, Switzerland
Da-Nien Liu(¥| ~ #), Director of the Regional Development
Study Center, Chung-Hua Institution for Economic Research,
Taiwan
Mahmoud Mohieldin, President’s Special Envoy on Millenium
Development Goals and Financial Development, World Bank,
USA
Megha Mukim, Economist, World Bank, USA

§ et | B

§RME

Question :

These different schools of thought have been duelling over the last two centuries

and their exchanges provide the intellectual “sound-track” for the contemporary
debate about the benefits of globalization, as illustrated by the “battle” of Seattle
around the WTO Ministerial of 1999.

Anne Kruneger :
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Jean-Pierre Lehmann :
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Mahmoud Mohieldin :
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Megha Mukim :
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EREEL L EE S HED A SRS F ¢ REATE é_‘#—’ﬂi\j;ﬂg%
EFEEELE S HEEERE (*i‘ EE/N ) EE2 B AR
Prend R BALES ) B A ST AL 0 RS T T L S Al fopl T
gk B o

2. BBRBEHY Eﬂ?’«éﬂ%ﬁv}ﬂfﬁm%& :

(1) HFHEES#H2 73BT B R jecd gifed £

(2> J‘\’l_ﬂfr F\:‘ —g;._zu g\.giéﬁ;fﬁgéﬁg\,

(3)  FEEWIHFL ﬁéi&x— FEOTR T A RB e g ARG A
i **—f'—i&ﬁ%i&<? Ho&m '5—\3&?‘ L E fex & o

3.0 BF AL SMEY G Y LSS K AR TR
AR ELEpLd R LTE o

Solution :

Trade helps to growth

Study the successful Models form Taiwan & South Korea

Open system good for average people, but unskilled workers remain losers
Pay more attention to cities/ agglmerations

Invest in infrasstucture, human capital, knowledge cpatital

Complete DOHA ROUND

2013 # 10 * 2 p ¥|+ # 1 =4& = Trade, Poverty and Inequality 3% 48 &7 3 £
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(2

) Parallel Sessions: Development Policies for the New Bottom Billion

R Poverty in the Midst of Plenty

--Development Policies for the New Bottom Billion

P R 2013 # 102 2p > 14PF 1523 15 30 ~

BAR Kim Cloete, Journalist and Columnist, South Africa
(Moderator)

Bk R - Sahol Hamid Abu Bakar, President and Vice Chancellor,

Universiti Teknologi MARA, Malaysia

Hsiao-Hung Nancy Chen(f# -|: =), Deputy Minister, Council for
Economic Planning and Development, Taiwan

Arun Maira, Member of the Planning Commission, Government
of India

Mahmoud Mohieldin, President’s Special Envoy on Millenium
Development Goals and Financial Development, World Bank,
USA

Joachim von Braun, Director, Center for Development Research,

University of Bonn, Germany

§ %

22 A2 A
O LXK ‘—}Tl‘t B

£ &

[

Question :

H2EDTE - BRI ES T RILAIF Y EEE R LM
et R B SEE 0 B R R ITERR

AT Raic i $ e TR R RN Flip il R RS AR kARG A4 Y R
FiRanE & e kAT B 5 AL -
MEFDRRESRET w7 srER R A flen g e v it s 7
Mg g B et o

Eﬁﬂ‘%.&gfﬁk@%{&_aﬁm}&%ﬂ MERRL R FRTER T E HAE A
PR BRFEAFA S 2R

Arun Maira, Member of the Planning Commission, Government of India :

1.

@i30&%%?§ﬁ&?ﬁﬁ&§’waﬁw_‘ﬂ@ﬂﬁﬁﬁnkﬁﬁ
e A2 ALI 2IR I 2kFE il g ,f:%%n]q\.g)%—fr?ﬁgg«u& EREd
w§4nq#$%gor1wﬂmﬂ.ﬁﬁ {4z rrragd Ereio iqﬁ
AR ER € AR R AR LA 7 e o LR &
e g e B a2l g IR ARG FPRATEL LRSI ES
AR A LR o
{@%’Jﬁﬂﬁﬁ"flﬁx%“’&«‘”ﬂéﬁpsam‘ P~ FRATP R
FRFL - BRI B 2 RAILT REFDOE ﬂ%ﬁﬁnﬁiﬁ

\
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PAE PP o PR A NOR TN AR AT § L Ak .
3. R2ERPRRAAMTNFEFEEN I o F L) ARFEY L DA
@aa%kw&*%*oﬂwmﬁﬁ%aF’am@ﬁ*—&iﬁwmﬁ%
G0 ¥ by B3 G Fo (passion)frd v endg B oo @ BB R R Rt
BB R A Rnﬁz&m:ﬁi,ﬁw o T REREY AR AR F RS
Joachim von Braun, Director, Center for Development Research, University of

Bonn, Germany -
Lo T RAk 234 RARAE §d Rk THS L » REATR - ARE IS
AAEGREEF 2 e B AR ERIE PR - AT ARG

(Marginalization) » ¥ 7 259 0% » et i o @ fRA4R AL 340 (05 FRg AR
WwmE o DA B VAR A E S R AN F AR TR~ kE
BEAPM DR T L R o

2. PEALE FHNESS SR > FUANKL F(FhpoEa B §x
K> MEGEERE - AP TR RS A Rk o R EAK 10 R
AR REE R AR KT T A A SR DR R A RGEAERY 2 R
FAAMPIENOTIEH LR RS KT DB  fRLARE 10 RA DR HN
P - TES RFHERT > a0 BT EF R A G 2RO b4
¢ R @ Rk 3 0 ¥ 1 % W North Dakota » 7 25 A e0R' 4E o

Hsiao-Hung Nancy Chen(f# -] = &] i £ ), Deputy Minister, Council for Economic

Planning and Development, Taiwan :
I A Ak 0 2EIESE SR D03 THEL B ol

oL TR EEIETE G 3 BAAE T HRAGZFERET v i

AR

(1) 1970 & & pF > Kb 5 A A B3 b od B R 5 - 245 ri’—ﬂfﬁ;‘ 2z
FE ¥V ek e R o [ 2bingrag B N ’J.,)T%—k;h'g
AdARKR IS s A B EARIE B ,T*ir\ EACR SR A S ,E’ ¥
sz s (trickling down effects) o & F i3 eSS Bgor » 2V 3 S fc fgdp &t
Fofeehit 2 > FIL RO WP IR o R R PR
HRR A ) PR AR AL -

(2) 2000 # A= A P2tk d_ TAk g ¢ F ) & TAL€ 5 | (social inclusion or
social exclusion) % X342 > 3F 5 X Al 3 SAE E & % au e Fp K?
l@_:’}gﬁ, ?!FJF ﬁng—- %}igi”l:‘;mn% ,E;}‘j—\zﬁ ;rz;g.gc u,i»/_EL o

(3) 2010 # {& 3 rﬂn\r ? & e~ & 7ErE | (middle-countries trap) s 4
] e @?lfﬁ AR P g B Y R ROTR Teend B A8 A S

B R R o
2. SAEAOBEGF S BV R ESF OGS
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3.

(1) c@aR+ EHRS LR TELRMAREIFRE Tomkn, 1 &
R FERFTE AR - PRI 0 R FFTHETIERTLAES
FAR CATM T UEXRERLAZERIEDEF > F REF TR ER
HRRFLITA B ena (38 o

(2) i 7 34 RS S FORH P L A L 0 5 4

feimae d R HFEMAIEF > URBEAT O cEALTRE LG XD
¢ # & (digital divide) o
f;;%‘t*;i;mf{** 3 BRAET LR

(D) A2 FFEE e FRF Fahy g > FH[ A5 2T e
2 ﬂﬁﬁji';’ oo FM o KT AR ITE KT ARE T R

““mﬁgﬁmfa»m?Jo*%ﬁ”i%ﬁﬁﬁﬁi%ﬁ

d1”Education for Self-awareness” ; @ 2744t & R 7 2 k% 5t Nyerere #% 15

‘0\

77’Education for Self-Reliance”
2) ¥ XL & maf'a # %4 FheE & 274 (mining the minds) o d TR A&

PORTE ST BERTEELS D I PRI T AP RS
FER xmazi?%?“ I LS PBERT o KT e iE
R enfie & o

Mahmoud Mohieldin, President’s Special Envoy on Millenium Development

Goals and Financial Development, World Bank, USA :

1.

5}“‘,% P BEBMLEFTL A Jadh PR 2IEE X T FOA TR A 1.25 £ 2
TA G 10R S A R R 2 E AT ERG 25 A oL R ARE PR
ERE RS T T S 2010&.@@%&;% o & d P R~
ERNEFREAC RS ORRERGELEFE TR R H B e F N snip
HoiE e ?:\i‘ﬂ"‘f?p?‘%% R EIRA A '%%‘r#t—i s RAHIEK ‘a‘iﬁéﬁfué‘:iﬁﬁl e
SR G o T R LD R EA Y B 2030 EF R P8 0 TG ART
% is £ (leave no one behind) - & gpda iz > |7 2030 & }_/ﬁ e § 3%
A ’&_E‘)‘E‘%ﬁu"‘. o AV B R F i ¥ 7 g’f'} 7R 4)'5 {7 ‘*tﬂ*
FEkiEE A G a0 cRBERDET PR ERTTE T 127 EE?"”{
15 £ £ 0 3% 417 4% 2050 # = %k (post 2050 proposal) > 427 7 & #77
mﬁlw’ﬁl‘éﬁig— A O E

AfEARA 10 A PR 3 R G RALE DRMRfAE > A LF R LR
»ﬁﬁﬁﬁﬁi,éﬁﬁ@%&ﬁ&ﬁxﬁﬁﬁgﬁﬁﬁ\u£?gﬁ%
(accountability) e #REFT R # 3 § = 2FHF » R BEALFE > Flt 5y
R FE G ARG OEE cadpths 3 - RA R K’Zﬁvf""?«”ﬁ
FEFCrg R EMRANF ERAE LA RE LR AL oL A RGFHEDE R
AR AR Flendg Rl ¥ A T G e

Michael Spencer & #1— & % v ¢ I & % M4 a2 £ (Inclusive Growth) |- & %

‘.m
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HiEFL ph e FHOSE B EARE R AR Frae s & T A F L
ST R H AR T S o L AR e B 2 LT AA R M
oo PRIATE R (Ao AIAIE R A RE ) 2 Epg LR Ko

Sahol Hamid Abu Bakar, President and Vice Chancellor, Universiti Teknologi

MARA, Malaysia :

1. i*ﬂ?‘ﬁx)%%] 10 @Ak T UL SIS BEETPEFH 18 AT § -

ey oM 24D 27T henE SR B E B and 1 TR g & 0 T 5T

R fadpl Ry AT £ -2 S0 E R B RT LT UK
THRABEEMMAIRP G IL R R L 5% T o AL BT
Izl NIRRT EOWE AR X NS E N EAE ) ST F SR
IR LR

2. & ¥ Universiti Teknologi MARA + #3u# e L xenfp@zt 3 (MDAB »
Mengubah Destini Anak Bangsa Programme) > ¢ 54 » % § 35 £ chik 5 1%
fiHET e N B Y FRRAFTHEY CRENE FRAOSBROEERE

Ky -

;Egg& ﬁ%}%:

AAEZAFILEH L G R  EAEE AP A ke FR T ERE 10
BAAESD i E ’ﬁ{gﬁnl%/r—rj\ ARG A EEET BB RE 2
POEES - BEREM SN EE IR 1 E A o FiBR A D
¥4 E GV UETI0E B2 FRS T SR X EETSE A
TREFREIAERTIFPERZAB 2 od BATGRFR HE AR
R FNEZRRALLR P- BAMNL T T3 ZLBL FPRT &
CRUNGE- SLEEVIR- 'Y S5O NI LR S b i SRR POl RN SR Xk
1 1% e

Solution :

S 1< TN IEE OV ST

2. BEAR RIPeOATI R AT R AR E e TV F SRRV AS G
R e

3. REPERYT DEE o WA MFILE SAE DM
(1) e M EBE KT K fﬂ“‘fui‘%\%‘“
(2) REHFYRERBENPT > TRET PPN {57 2%

L OB BREEE BARREE DR RS EL R

5. ;E’i;%ﬁ(ﬁ;;t'#\ub*mﬁﬁa\ux’Z@;’;}Y e =
ONRUNEREHEFET ABARYEG EREETFE 6 TN

(B FTHR) o
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(Z ) Parallel Sessions: Inequality and Human Capital

BN Poverty in the Midst of Plenty
--Inequality and Human Capital
peF R 2013 210 % 2p > 14pF 1545 3 15 00 &
BAR Rachel Kranton, James B. Duke Professor of Economics, Duke
(Moderator) | University, USA
gk - Flavio Cunha, Assistant Professor, University of Pennsylvania,
USA

Ted Fishman, Journalist, USA

Rachel Kranton, James B. Duke Professor of Economics, Duke
University, USA

Gee San(¥ #), Professor of Economics, National Central
University, Taiwan

Nora Szech, Professor for Industrial Economics, University of

Bamberg, Germany

§ oot | B
§ RN
Question :

These insights are unified by conceptualizing inequality in socio-economic
outcomes as derivative from inequalities that emerge in cognitive and
noncognitive skills, which include personality traits as well as human capital and

intelligence.

Flavio Cunha

. HFZLEHEHED marrL-OECD it #2 OECD R #F) % # L F 72 >
Aag 2 A L & R Flo § o r Rl Moo TaeS ] ZRFTAALT E S
© o

2. S VEBASETEIFE G IRSFEALST LR HAL SRR
R R T IFEREL R TAS ) JZ;\,T}L%% ) &ﬁﬁﬁ’?{?fﬁfﬁ% =
BrendoAF en vk o R Mg » R F MBI T 2w 4ofe @ R * 7 3K
Tk RE & o

Ted Fishman :

. i AACHrt2 3B JRrE4cimfed Ry » £ 2 J 4 B A
Wrie A iiﬂ‘ﬁig ~EAE B o

2. &F W% T4 Kalamazoo % F 44% LEERA 37 3 S L EFRw P
FHase Ao 32%’“%‘ ?%v" SR EA- L %1‘%’@”}5 N R
TR EREEILF IR ABRK T - 35 22 KT L hhg
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Rachael Kranton :

I ey %725 0 BRI T 8B e £
(1) R R G EIZF TR Pand d

(2) RAJrERfcEFRER LN IFEFTT F o

(3) IWEFBAAERBFZIFTRZIPE FUEL]ZF Y7 RAEFRE
BooF o Fie EAHES- R FRERFE LI CEZIRLEY
FR}PZALT R ERF Ry - B2 |27
Tdein g r o MG R EY

Gee San(H ) :
1. 7 3ogE - BHESPLL » A A T F e » 3 2§A(Gini coefficient for 22
countries)¥t 4 1 8 7 2. B o
2. RHpFT s
(1) Jo r F ¥ofFfoik g FAp R o
(2)  for P EgEed FRTERIM > HU LY FRT UL M
poEE o
(3)  BHEY RRESHT I ART - T for 2350
(4)  FEHRT D HFLRE WN?L/}E\‘ 5% 03 ] ¢ B R R
AR E o

Nora Szech :
L BGEAR 7 e ROk F AL
(1) § Sradsk
410 a3 i@ﬁé%&% B 23 46%ma - /10 &
WA A TFHABKER B G TO%ME P TS B s B o
(2)  FHIHEeE - “‘f%r‘ffm REHBAARERSHT BT
2. FREEE GO HTHT
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Solution .

Inequality and Human Capital

« Investment in childhood education is key to reduce inegquality
o For developing countries furthermore secondary and higher
education is necessary to reduce inequality
o Imvestment in education should address the social structure
» Children are the decision makers, hence investment in education
should enable themn to act socially in a globalized world
s Sat incentives for schools to perform well and teach children WHO
they should be and HOW they should act and work at school

2013 # 10 * 2 p & F &% = Inequality and Human Capital 3% 3847 3 £
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v 5% A % ¢ (Taiwan Private Event)
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2013 # 10 " 2p > 13 154~ X 14p 00 &~
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§ Hiet | prace
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# % & 2 i : Taiwan’s pursuit of industry transformation and upgrading
AR E g (i)

ﬁﬁé?@%m%~§¥%ﬁ

EREEE o S X g

SRR L %iﬁﬁﬁ’uﬁﬂ&wwﬂa

# 3% 7 . Taiwan’s pursuit of environmental sustainability

AR E gk ()
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(=) W 2@l i% & Eric Labaye - - & 3
e Y 2013 # 10 % 1 p 1545~ 2 16 15~
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GES 2013 in Kiel, Suite 215

L ¢ ¥ % | Mr. Eric Labaye (Chairman, McKinsey Global institute, France)
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(Fefing)
§ keedl | iz E
gRMF

10.

11.

12.

% F &7 7 84§ (McKinsey Global institute)§§ 4
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e Y 2013 # 10 % 1 p 1745~ I I8pF 15~

3 2L GES 2013 in Kiel, Suite 215

L ¢ ¥ % | Ms. Carol Graham (Senior Fellow, Brookings Institution, USA)
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(Feffh)

¢ Rtk | HiE
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- Ms. Carol Graham # £ 1 &
Ms. Carol Graham 1 # B 448 > 3 g2 fwj‘ BERE L Y FARERS
T B Ta‘v“f 7 % Brookings Institution 1 f£¢F » 4 § F 280 4 2 2 R o
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* 8 s ikis {f_(Brookings Institution) f§ 4
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GES 2013 ¢ & & 4%

Tuesday, 1st October, 2013
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Issue Cluster Briefing over
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Breakfast-Fiscal and Financial

Issue Cluster Briefing over
Breakfast-Poverty in the
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Breakfast-New Opportunities for

and Inclusive Growth Sustainability Midst of Plenty Global Cooperation
08:45-09:00 Break
09:00-10:30 Opening Plenary
10:30-10:45 Break
10:45-12:00 | Towards Sustainable Consumption | Holistic Approaches to Solve | Innovation, Dynamism and | Generating Winning Strategies Realizing Global
the Euro Crisis Entrepreneurship for Sustainable Societies Maritime Surveillance
12:00-13:00 Networking Buffet Book Session Winning Strategies
for Sustainable Societies
13:00-14:15 Workshop on New Approaches to Cooperation Game-Preventing a Climate Catastrophe Book Session : Doing Capitalism
Economic Challenges in the Innovation Economy
14:15-14:45 Networking Break
14:45-16:00 | Towards a Sustainable Energy Mix Promoting Employment Spreading the Success of Assessing and implementing Ensuring Cybersecurity
and Growth (% 1 %) the “Mittelstand” Sustainable Governance
16:00-16:15 Break
16:15-17:30 The Crisis of the Future Beyond Individualism toward What Banking for Making Microentrepreneurship | The Future of Economics
Social Responsibility Economic Inclusive Teaching
Dynamism (¥ & %)
17:30-17:45 Break
17:45-19:00 Plenary: The Future of Europe Plenary : The Future of the Arab World
19:00-20:30 Break
20:30 Working Dinner-Can Religion Help Solving Global Problems? Working Dinner :Dealing with Complexity
22:00 Night Cap
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Wednesday, 2nd October, 2013

Time
Piercing The Veil of the Futre Designing Waste and Recycling | Strengthening European | Fostering a Fair Deal on Norms for Global Governance
08:15-09:30 Policies Competitiveness Talent Workshop : Effectively and
improving equity
09:30-09:45 Break
09:45-11:15 Plenary: The Future of Monetary Policy and Financial Market Reform Plenary: The Global Economic Outlook
11:15-11:45 Networking Break
Trade, Poverty and Designing a Stable Euroland : Empower Generating Finance for Norms for Global Governance
11:45-13:00 Inequality The German Corporate Workforce:4-Generatio Social Impact Workshop : Effectively and
HEED) Perspective ns Demography improving equity
13:00-14:15 Ideas and Implementation Fair Buffet (13:15-14:00 5 /% private event)
Inequality and Human Geopolitics and the Provision of | Governing the World’s Development Norms for Global Governance
14:15-15:30 Capital Global Public Goods Oceans Policies for the Workshop : Effectively and
(E3) Bottom Billion improving equity
(M-l emlif)
Networking Break
15:30-16:00
Social Norms and Moral Principles The Role of Expectations in The New Economy of Workshop ”Governance The key Role of ’Intangibles’ in
16:00-17:15 to reduce Poverty and Improve Social Unrest: Emerging Nature for Sustainable Economic Performance
Equity Economies Development
17:15-17:30 Break
17:30-19:00 Closing Plenary : Redefining Success
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Taiwan Private Event
Achieving Sustainable and Inclusive Growth: The Case of Taiwan

Emerging economies have been the world’s growth engines since the 2008 financial crisis.
While making impressive gains in poverty reduction, they have also encountered challenges
of environmental sustainability. This is an area in which Taiwan has experience to share.

Taiwan has maintained rapid growth while passing through labor-intensive, capital-intensive,
technology-intensive, and knowledge-intensive stages of development since World War II.
Last year, it was ranked by the IMF as the world’s 20"-largest economy, with GDP (PPP) per
capita of US$38,479. In the 2013 IMD World Competitiveness Yearbook, Taiwan was ranked
11th worldwide and 3rd among Asia-Pacific countries.

I. Taiwan’s pursuit of environmental sustainability

Small in land area and possessing scant natural resources, Taiwan has always placed utmost
importance on balancing economic growth with environmental sustainability. While taking
strict measures to prevent industrial pollution and improve air quality, it has also instituted
practical measures to reduce household waste. The introduction of a charge-per-bag scheme
for garbage collection and establishment of a recycling fund have proved especially effective,
helping reduce per capita daily waste by 57% while GDP grew 47% during 1998~2010.

I1. Taiwan’s pursuit of industry transformation and upgrading

The impact of globalization on manufacturing industry has accentuated Taiwan’s need to
transform and upgrade its industries. To meet this need, the government is focusing on
improving infrastructure, promoting industrial innovation, optimizing the industrial structure,
and enhancing global linkage. One of the major steps for this is the signing of the Economic
Cooperation Framework Agreement (ECFA) with mainland China, which has laid the
groundwork for expanding and adding value to Taiwan’s cross-strait connections in
manufacturing and service trade.

We hope that Taiwan’s experience in pursuing inclusive growth hand in hand with industry
transformation and upgrading can furnish some valuable insights for emerging economies.
Welcome to our briefing.

Event Date : 13:15-14:00,Wednesday, 2 October 2013
Event Schedule:

Time Sessions

13:15-13:19 | Welcome Address: Mr. Chung-Ming Kuan, Minister, Council for Economic
Planning and Development

13:19-13:37 | Taiwan’s pursuit of industry transformation and upgrading (Mr. Tze-Chen Tu,
General Director, Center of Knowledge-based Economy and Competitiveness

13:37-13:45 | Taiwan’s pursuit of environmental sustainability (Mr. Jyh-Shing Yang, Senior
Director, Center of Knowledge-based Economy and Competitiveness

13:45-14:00 | Q&A and Conclusion
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%t i% 1: Taiwan’s pursuit of industry transformation and upgrading (Mr. Tze-Chen Tu,

General Director, Center of Knowledge-based Economy and Competitiveness)

Taiwan - Small but Beauty

Tze-Chen Tu
2013.10.02

Taiwan’s Economic Performance

Population : 23 millions

World 17th largest exporter and 18th largest importer

GDP per capita (PPP) reached US 39,400 (CIA World Factbook)
IMD placed Taiwan as No.11 in World Competitiveness Yearbook

Ranked as 12th out of 142 world economies by WEF
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Things Behind Successful Story

A very important factor behind Taiwan’s economic success
has been pragmatic and flexible government policies-
especially the promotion of social stability and the adaption
of outward looking development strategy.

Entrepreneurship and innovation are also known as key
driving forces of the economic success of Taiwan in the past
30 years.

Economic Development Stages of Taiwan

Taiwan’'s economic development can be divided into six
stages:

The 1950’s: In pursuit of stability and self-sufficiency
The 1960’s: Expending exports of light industries
The 1970’s: Developing basic and heavy industries

The 1980’s: Economic liberalization and technology-intensive
development

The 1990’s: Booming development of the ICT industry
2000-2013: Focus industry remodeling and global linkage
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Taiwan's Major Infrastructure Development

Tawan's Major Infrastructure Development
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Grasping Opportunities

Acceleration of globalization

Global economic center of gravity shifting from West to East
Rise of emerging business in South-east Asian market
Peaceful cross-strait relationship and development

Taiwan’s possession of both soft and hard power

Key Driving Forces

. Innovation
. Openness

. Structure adjustment

10
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Policy Initiatives and Strategies

Eliminating industry marginalization by innovation
Adjusting the industry structure through openness
Modulating manpower supply and talent development

Responding to the tide of emphasis on sustainability

Opportunities of Peaceful Cross-Strait Development

The restructure of institutional cross-strait talks since 2008
has make today as the best of six decades. Economic, social,
cultural and other exchanges have grown in frequency.

The Cross-Straits Economic Cooperation Framework
Agreement (ECFA) has been signed in 2010.

The advantages of historic, linguistic, cultural, and affinities
put Taiwan in a favorable position to grasp opportunities in
mainland China fast-growing market.

85
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National Emphasis on Sustainability

Taiwan committed to 30% emissions reduction from baseline
by 2020. Targets are to reduce emissions to their 2005 level
by 2020, and to their 2000 level by 2025.

Strategic actions include adjusting the industrial structure and
energy structure, as well as innovative alternatives to rise the
efficiency of energy consumption.

From Good to Great

Taiwan’s position as one of world'’s top ICT suppliers is
being jeopardized by exodus of hi-tech manufacturing to
markets with greater attractiveness. Understanding this,
Taiwan government decided to invest in disruptive
technologies to sustain its leading edge, while it will also
develop services sector in the hope of rejuvenating the
economy. Services sector, especially the technology-
enabled services where Taiwan has strong basis, will help
rekindle Taiwan as a major global supplier of higher-value
added services and products.

86
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From Good to Great (continued)

Over the past 20 years, Taiwan, in its technological
development projects, has placed emphasis on the
following sectors and the possible combination of them:

1. Information and communication technologies

2. Micro-electronic manufacturing and nano technologies
3. Smart material and components

4. Bio-sensors/bio-information/bio-chip technologies

5. Service know-how, business model and management

15
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%} i 2 ¢ Taiwan’s pursuit of environmental sustainability (Mr. Jyh-Shing Yang, Senior

Director, Center of Knowledge-based Economy and Competitiveness)

The experience and successful
stories of Taiwan in pursuit of
Environmental Sustainability

Jyh-Shing Yang, Ph.D.
Senior Director
Center of knowledge-based Economy and Competitiveness
Industrial Technology Research Institute
2013-10-02
ITRI :

Irgdugirial Tacragiegy
RArwrarch inditarie

Barriers and chances of Taiwan for Sustainability

Population: 23 million | Decoupling between the environmental I

Area: 36,000km? loading and economic growth after a
Population density: “turning point”
624 person/km? Environmental

4 Loading

Import
*Energy >98%
*Minerals=80%
*Food=70%

Kuzrets Curve

| ==
5.000 10.000 15,000
Economic growth (GNP)

«Stringent Effluent Standards —1987-1998
*Collection of Air Pollution Fee — 1996
ITRI ‘New municipal waste management policy — 1999

Indlusirial Techagiigy
Rewrarch Iradituis
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Window of chance for Taiwan
toward Sustainable Development

GDP Key: grasp the “window of chance” GDP
A & to set policies and measures while e
' economical growth rate is high

GDP growth rate
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GDP vs. Effluent Standard in Wastewater

GDP(1,000 US$) Effluent standard

(as COD in mg/L)
13 E [300]
Bl N

— 300

Focal Period: set Stringent
Effluent Standards for industries

while the economical growth rate

is high —acceptable and practical

3 '-. : — 200
200] ",

6 “b‘

Z '.'i ~

4 =
I | | | L [100/@— | 100

ITRIIQEB 1990 1902 1994 1906 1998 5000

il e 4

89



Foster the industrial wastewater treatment market

Anaerobic Fluidized Bed
the lowest footprint for
ireating organic wastewater

ITRI

r Indlostrisl Techmaiogy
Aewrarch irnditarie

Fluidized-bed Fenton
~cheapest way to reduce COD below 100
-transferred and used m China and others

Fluidized Bed Crystallization
Treatment and recover
resource and at the same time

Source: ITRI, Taiwan 5

Air pollutant emission, environmental load
and economic growth (1994-2010)

100%

60%
40%
20%

0%

-205%%

ITRI

r Indlostrisl Techmaiogy
Aewrarch irnditarie

Emission inchades | PMyp, 50x, NOx NMHC, CO, Ph

Source: Taiwan EPA
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Air Pollution Control Fee and Air Quality

Air Pollution Fee The decline of air pollution fee AT one IC
Collected (million USS) collection coupled with the S b day-aeson)
improvement of air quality: best

4

200 — practice of economical tools — 10%
160 [137] — 8%
120 ] 6%

&0
[3.3%)]

40 — 205
e ([][__stable
| | | | | | | |
%
1994 e 1998 5660 2002 2004
ITRI
AN
Waste management policy
~based on 4-in-1 Recycling
Collect
Promaoting waste r mcyrlalhf:;s from
sorting in the citizens,
community conumumities, and
p local sanitary
CWS
Recycling Local )
vaiding Fund Authority Callecting ?nd
financial further sorting
incentives MSW

/
Ve TR
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Innovative tools for garbage reduction

* Per-Bag Trash Collection Fee » Kitchen Waste Recyele
—  Pay as you throw - T0% for pig feeding after
—  Per-Bag trash collection fee thermal disinfection

(NT$0.36 /L) —  30% composting at private or
—  Waste volume 67% down, recycling publie facilities
volume 48% up

Started 2000 from Taipei City

S IIEI.‘” Source: Taiwan EPA and EPB of Taipei City g

Arwrarch Irndituie

Started 2003 in metropolitan areas

Garbage collection time

Collection 5] ' y

IIEI.‘” Source: EPB of Taipei City 10

Arwrarch Irndituie
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Resource recovery rate in Taipei City after
Per Bag Trash Collection Fee system

Resource recovery ratio (vs. total garbage)
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Garbage quantity and disposal rate in Taiwan
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Dicxin smoke near Erven Bover (1985)

Scraps in Dafa Industrial Park (1967)
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Conclusions

* DECOUPLING (of economic growth and environmental
deteriorations) had been proven and practiced
successfully in Taiwan

* Window of Chances (while economic growth rate is high)
is very critical — we formulated the right policies
coupled with economical tools (funds and fees)

* Innovative measures had been practiced in
Taiwan and can be shared with other countries

ewrarch rdituie

ewrarch rdituie
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1. Promoting Employment and Growth

Promoting Employment and Growth
The Challenge

Creating jobs and stimulating the economy is a key topic, widely discussed not
only within the profession of economics, the business world, or politics but also a
topic charged with practical significance for every individual and household. While
the goal is clear and perhaps no one would argue its virtues, there is no lack of

disagreement on how it should be achieved.

When the economy restructures as a result of global economic changes or
technological innovations, sectors rise and fall. Those shifts are accompanied by
difficult times for both firms and workers and create pressure for social security
systems and institutions when economic growth is low. During periods of strong

growth however, unemployment and restructuring seem to be less of a burden.

One very vulnerable group and important in terms of the long term consequences
of human capital erosion is that of the youth. Youth unemployment is soaring in many
countries and the fact that large groups of youngsters become less employable the
longer they stay without work can cause social problems and have an impact on future

growth opportunities.

How can we create opportunities for employment and design institutions that
increase growth but also make the economy more resilient during times of
restructuring? How do we preserve and increase human capital and improve the match
between the supply and demand of skills: is that to be done through a centralized
process, do internet platforms have a role, should vocational training be stressed,

should job security be graded, should policies target specific social groups?
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Promoting Employment and Growth — Taiwan’s Experience
Chung-Ming Kuan

Key sentence: Solving the youth unemployment problem must depend on

adjusting the structure of manpower supply and demand. This is essential for bridging

the schooling-work gap. It includes the need for input of private sector resources and

capabilities, to tap synergies to the greatest possible extent.

Comprehensive and equitable economic growth is the foundation of social and
national sustainable development. In the wake of the 2008 global financial crisis,
sufficient and fair employment has become the most important pillars for sustainable
growth. Between 2008 and 2012, the number of unemployed young people in
advanced economies rose by more than two million, with the youth unemployment
rate in OECD countries soaring by 3.6 percentage points from 12.7% (2008) to 16.3%
(2012). Solving the increasingly serious problem of youth unemployment has become

one of today’s most vital tasks for governments around the world.

In the wave of youth unemployment after 2008, Asia has generally fared better
than Europe or North America. Whereas the unemployment rate for people aged 15 to
24 has shot above 17% in Europe, it has, for example, been pulled down to under 13%
in Taiwan. Taiwan’s overall unemployment rate has already fallen from a peak of
5.85% in 2009, during the immediate aftermath of the global financial crisis, to 4.24%
in 2012. Meanwhile, its youth unemployment rate has fallen correspondingly from
14.49% to 12.66%. The main reason for this is that, at the same time as the
government instituted short-term employment promotion measures, it also placed
equal emphasis on implementing mid- and long-term initiatives to reduce the gap

between schooling and industry.

[. Short-term employment promotion

At the worst stage of the post-2008 economic slump, Taiwan’s government
responded to the rising youth unemployment rate by offering subsidies to suitable
enterprises for taking in more interns. Since the main disadvantage of fresh graduates
in Taiwan is the lack of working experience rather than lack of formal education, as a
short-term solution the government endeavored to open up intern opportunities for
them in the private sector. In 2009 and 2010, this program helped provide internships
to more than 56,000 college graduates without previous job experience. It is also
worthy of note that roughly 70% of the interns obtained jobs with the same or

different companies after their internships ended.
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I1. Mid- to long-term reduction of the schooling-industry gap

When seeking solutions to the youth unemployment problem, we need to bear in
mind the difference between those affected in different parts of the world. Whereas in
Europe it is those with lower educational attainment who are most heavily affected, in
Asia it is quite the reverse, with joblessness worst among the more highly educated.
Hence, in Europe, main emphasis is placed on training to enhance the job skills of less
educated youth, while in Taiwan greater emphasis is placed on helping degree-course
graduates gain entry to business enterprises. Measures taken by Taiwan to reduce the
gap between schooling and industry include:

*  Conducting the establishment of six industry-academia cooperation centers,
prompting six science and technology universities in the north, center and south of
Taiwan to collaborate with industries in setting up customized courses for fostering
the technical and specialist manpower needed by the industries, so that students would
be equipped to go straight into jobs after graduation.

*  Strengthening technical and vocational education, adding job-oriented
courses to vocational high school curricula, offering vocational high school students
opportunities for internships in business enterprises, enhancing the workplace
teaching methods of the apprenticeship system, all of these measures are essential to
boost vocational high school students’ ability and willingness to enter employment

upon graduation.

ITI. Channeling input of private resources and capabilities

While the government is doing as much as it can to ameliorate youth
unemployment, private enterprises also need to shoulder responsibility for providing
training to equip employees with the particular skills needed in their respective fields
of work. Taiwan’s initiatives to integrate resources of government, schools, private
enterprises and human resources organizations in helping equip young people with
abilities to match real job needs have proven quite effective, and have achieved

significant results in reducing youth unemployment.

At present, we are studying and formulating strategies for assisting the private
sector to invest more resources in providing training for mid-level personnel, so that
they can develop the skills they need for promotion to upper-level positions. This will
enable business enterprises to develop their human resources at the key mid and high
levels, and alleviate the problem of the gap between schooling and industry needs in
Taiwan. We are very glad to share Taiwan’s experience of devising and implementing
measures for this purpose, which we hope may be helpful for other countries seeking

to reduce youth unemployment and promote economic growth.
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How to Promote Employment and Growth
Ignat Stepanok, Sebastian Braun

Hardly anyone would argue the importance of job creation and economic growth.
As any popular topic of such significance controversies and disagreement are not
lacking. What is it that governments, businesses and organizations can do in order to

ensure prosperity?

A first priority is to identify disadvantaged groups, i.e., groups who are not
employed because their skills are not in high demand, because they are outsiders on
the labor market, or because they don’t have an incentive to take up employment.
Then find the right mix of policies that give people with skills in high demand the
incentives and the opportunity to use these skills, and that give people without those

skills the chance to acquire them.

Take the young, whose soaring unemployment rates are a pressing problem in

many countries.

Companies are often hesitant to hire younger worker because of highly
protective labor market policies. Instead, they offer short-term contracts that result in
high employee turnover. Therefore, employment protection laws should be
re-designed. Graded job security strikes a good balance between company flexibility
and the needs of workers who accumulate company-specific know-how. With graded
job security, workers do not jump abruptly from a low to a high level of job security,
but rather have their benefits and security within the firm increase gradually with

time.

Take the old, whose low employment rates imply a waste of resources on a
massive scale.

Let the elderly decide when they want to retire — and don’t incentivize early
retirement. Encourage life-long learning, e.g., by providing training vouchers that
could be financed from unused pension rights. Overcome firm’s often ill-founded
inhabitation to hire older worker by temporary wage subsidies. Once hired, the elderly

can convince firms that their experience can be an invaluable asset to them.

There are other groups in society who are disadvantaged on the labor market:
People with disabilities, for instance, or single parents. No singly policy will fit the

needs of all of them. So it is important to identify the obstacles specific to each single
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group — and then design policies to overcome them.
Developing a long-term strategy towards a labor market that utilizes resources
more efficiently and sets the right incentives will foster growth and improve economic

outcomes.
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From Unemployment to Entrepreneurship
Dale T. Mortensen
It 1s well known that, in recent years, manufacturing employment has declined
significantly in the United States, owing to the rise of manufacturing in developing
countries like Mexico and China. But few recognize similar drops in other sectors,

despite such trends’ far-reaching economic, social, and political implications.

Since 1972, the number of telephone operators has fallen by 82%, typists by 80%,
secretaries by 60%, and bookkeepers by 50%. Moreover, during the Great Recession,
office and administration jobs declined by 8%, production and craft jobs fell by 17%,
and the number of positions for machine operators, fabricators, and laborers dropped

by 15%. Employment in all other occupations either remained unchanged or grew.

Manufacturing occupations and administrative support used to employ millions.
But technological advances have enabled many of these middle-class jobs to be
automated or moved offshore — a process that is expected to accelerate with growing

automation of knowledge-based activities and advances in robotics.

In theory, workers can adapt to these changes by seeking employment in
occupations that include non-routine tasks, which cannot be computerized or
robotized (at least not in the foreseeable future). These include highly paid positions
like managers and technicians, as well as relatively low-paid jobs in protective and

personal services, food preparation, and cleaning, but few “middle-skill” occupations.

As a result, the labor market is becoming increasingly polarized — a trend that
many believe can be addressed with more and better education. But a substantial
proportion of cognitively capable people do not respond well to formal education and,
even for those who do, it is inadequate to provide the insider knowledge and
wide-ranging experience needed to adapt, much less innovate, in a dynamic labor
market. This shortcoming partly explains the prevalence of highly educated,

unemployed young people worldwide.

Providing workers more options to enhance their knowledge and skills would
enable them to capitalize on developing technologies, such as mobile Internet and
social media, not only by filling positions at existing companies, but also by
launching their own enterprises. Indeed, self-employment is an increasingly attractive
option for workers seeking some semblance of job security in an unpredictable and

challenging labor market.
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Given entrepreneurship’s potential to drive innovation and GDP growth,
supporting such efforts is in everyone’s interest. But commercial banks would be
reluctant to finance a new venture by an unemployed worker with no collateral,
making entrepreneurship a difficult path of labor-market adjustment in developed and

developing countries alike.

In order to improve aspiring business owners’ prospects, some countries have
begun to offer start-up subsidies to unemployed workers, sometimes in lieu of
unemployment benefits. But, while such policies help to reduce unemployment, their
impact is subject to financial and human-capital constraints, with many unemployed
workers lacking the knowledge, experience, or confidence needed to launch a new

venture.

Given this, start-up subsidies should be combined with subsidized
entrepreneurial apprenticeships, like those that have provided training for masons,
carpenters, plumbers, and electricians for decades (and, in some cases, for centuries).
Such apprenticeships would help workers to acquire the experience and know-how
that they need to take advantage of the opportunities afforded by technological

progress.

For example, specialty-shop owners often find that doing business online is far
more profitable than operating a brick-and-mortar store, because online retail expands
the market for the knowledge contained in the products that they sell. Similarly, the
Internet is essential to the developing “sharing economy,” which includes car-sharing
providers like ZipCar and I-Go, and accommodation-rental services like AirBnB and
Zotel. Such sharing-oriented businesses increase the productivity of existing capital,

while creating new jobs for workers.

Initially, existing firms are likely to resist such apprenticeships, because
investing time and resources in temporary workers — if not potential competitors —
seems to conflict with their interests. Of course, once an apprenticeship program is
operational, the larger benefits implied by a more productive economy and lower

unemployment will become apparent. But getting there will require some convincing.

That is where governments come in. With effective subsidy programs,
governments can induce young, successful businesses that are exploiting recent

developments in information technology and related fields to take on entrepreneurial
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apprentices. Selecting innovative new firms, rather than established companies in
traditional industries, is essential, not least because these are the firms that will

provide most of the future employment growth.

Furthermore, these businesses are best suited to provide the relevant knowledge
and experience for a start-up. And, in the case of a family-owned business seeking a
new proprietor, training an apprentice can be an effective way to pass on the relevant

knowledge, as well as the firm’s assets.

Apprenticeships would facilitate the integration of younger workers into the
labor force, while helping to correct skills mismatches among more experienced
workers. But an apprenticeship should not be confused with an unpaid internship.
Indeed, apprentices should be compensated at least at the minimum wage rate in a

given occupation.

In addition to providing the funds for apprentice salaries, governments must
monitor progress to ensure that apprentices are gaining valuable knowledge and
experience. At the end of a successful apprenticeship, a start-up subsidy should be
available for aspiring entrepreneurs with good ideas and proven potential as business

Owners.

In a dynamic and unpredictable labor market, workers must be ready for
anything. Apprenticeships could not only help to boost human capital, lower
unemployment, and increase labor productivity; they could also help to fuel the
innovation and entrepreneurial spirit that ultimately drive economic growth and

development.
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2. Development Policies for the New Bottom Billion

Development Policies for the New Bottom Billion

The Challenge

Around 960 million poor people — more than 70 per cent of the world’s poor —
now live in middleincome countries (MICs). This is a dramatic shift from just two
decades ago, when more than 90 per cent of poor people lived in low-income
countries. It has been brought about by rapid economic growth in a number of
populous countries, such as Brazil, China, India, Indonesia and Nigeria. While they
have graduated from low-income status, these countries still have substantial poor
populations left behind by the growth process.

The emergence of what has been labeled the “New Bottom Billion” raises
important questions about the current model of international development cooperation,
where levels and composition of aid flows are determined by national per capita
income and the official country classifications to which these measures give rise.
Should donors provide assistance to the poor irrespective of where they live or should
they cease their support of MICs since they are increasingly able to cope themselves

with poverty by redistributing domestic resources?

Should the international community strengthen its cooperation with civil society
organizations in MICs as a way of fostering inclusive local development? To what
extent will MICs progressively demand a more favorable and coherent set of policies
by the international community on issues such as trade and migration instead of

relying on traditional budget support and project financing?
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Effective Strategies for the Inclusion of the New Bottom Billion
Resulted from Imbalanced Growth Strategy
Hsiao-Hung Chen

Statistics shows that, in the past, the world’s poor lives mostly in the 60 poorest
economies; nowadays, however, around 960 million poor people—nearly 3/4 of 1.3
billion poor lives in the middle income countries (MICs) which have accomplished
relative high economic growth. Due to the earnest pursuit of economic progress, these
countries have put too much emphasis on economic efficiency; neglecting social
equity among different ethnic groups as well as the discrepancies existed between
urban and rural areas. Thus, GDP though increased dramatically; there are still a huge
number of people live under poverty trap and excluded from the benefits of the
economic advancement. China’s “let some people get rich first and let few areas get

rich first” policy adopted since 1978 reform is a good example in point.

The other BRICs (Brazil, Russia, and India) follow more or less the same pattern.
For instance, the 2011 economic growth rate and per capita income (in US dollar) of
China was that of 9.3% and $4,940; 2.7% and $10,720 for Brazil; 4.9% and $1,420
for India; as well as 3.9% and $10,650 for Russia. Nevertheless, in terms of
distribution, the income gap between the highest 20% and the lowest 20% households
and Gini coefficient in China were 9.4 times and 0.42; 20.21 times and 0.55 in Brazil;

4.8 times and 0.34 in Indial ; as well as 7.8 times and 0.4 in Russia.

Taiwan has been known as the "economic miracle" among the Asian Four Little
Dragons during 1960s--1970s. Particularly worth mentioning is that while enjoying
double-digit economic growth rate, Taiwan in those days also achieved quite equal
income distribution. In other words, the average economic growth rate was as high as
9.6%; and yet the average Gini coefficient seldom exceeded that of 0.3 from 1960 to
1980. Besides, having been an aid-receiving nation between 1950 and 1965; Taiwan
has now transformed into a donor country. Through many bilateral and multilateral
cooperation in the areas of the medical and public health, transportation, education,
agriculture, fisheries, technology, environmental protection and infrastructure projects,
Taiwan has helped many countries to improve their economy and alleviate their

poverty conditions.

Specifically, Taiwan has granted many countries with agriculture and other types
of assistance. To name just a few, Tzu Chi Foundation—an internationally known

NGO founded in 1966 with volunteers from 47 countries has provided earthquake

107



relief through her 372 worldwide offices for Mainland China, Haiti, Indonesia and
even Japan; another NGO—World Vision Taiwan established in 1964 which began
reaching out into remote mountainous areas and outlaying islands after 1974 by
setting up 10 Sponsorship Service Centers in disadvantaged areas has furnished its
Taiwanese sponsors and donors in 1990 with the opportunity to help children
throughout the world, especially those hit by hunger, poverty and war. In addition,
CARES (Chinese Association for Relief and Ensuing Services) has assisted refugees
from Burma, China, Hong Kong and Northern Thailand as early as 1950s by
providing them with informal education & vocational training; Taiwanese enterprises
all along have also helped to build many “Hope Primary Schools” in Mainland China;
Mr. Hsieh, Ying-chun, a Taiwanese architect has constructed “relief shelter” in and
out of the country’s disaster areas. Moreover, other than granted many countries with
humanitarian aid, investment and financial supports, technical cooperation and
educational trainings, etc., I[CDF (International Cooperation and Development Fund),
a government funded organization has served as a vital foreign aid platform for many

countries in disaster.

In summary, Taiwan has been the incubator for many grass root Community
Integrated Development Programs over the past 20 years and has been providing
technical know-hows to those countries. People in the relatively poor communities
were motivated by the self-recognition and close-tied cooperation. They developed
local unique and attractive industries and markets which brought local people with
new business opportunities and economic improvement. Based on past experiences,
the followings are several strategies Taiwan would like to share with other developing

countries in avoiding falling into the so-called “middle-income trap”:

1.Investing in human resources to lift up the countries’ overall capacity building
which can be further conducive to their economic development.

In other words, while boosting up the entire country’s income, middle-income
nations have to enhance their manpower quality through compulsory primary
education; high-caliber talents cultivation, solid vocational training and creating close
ties between education and employment.

2.Upgrading technological capabilities and streamline the industrial
transformation by collaborating with the private sector in advancement of
telecommunication infrastructure.

In light of the e-era, the middle-income countries have to transform their
industrial structure by embracing telecommunication technology in the process of

pursuing economic growth such that digital divide can be narrowed down, especially
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among minorities and women.

3.Emphasizing trade in order to enhance the middle-income countries’ trade
capacity and international competence

Through trade, donor countries can enhance middle-income countries’ trade and
national economic planning capabilities by providing technical supports; cultivating
talents, reforming institutions as well as building infrastructure, etc.

4.Cultivating and empowering civic organizations

Through assisting the developments of civic organizations in the middle-income
countries, effective system in helping the underprivileged groups can be explored;
besides, poverty can be eradicated by participating in and affiliating with the
international NGOs/NPOs aid related programs.

5.Government accountability as well as transparency needs to be seriously

addressed by the aid recipient countries.
In order to avoid widespread corruption, recipient countries’ government

accountability as well as transparency needs to be seriously addressed and scrutinized

to ensure that all aids are indeed delivered to the hands of the very needy ones.
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Beyond development aid: novel international cooperation
approaches with emerging economies
Tanja Gonner

Summary of proposal: “Engage with emerging economies through novel
international cooperation approaches based on global knowledge sharing and mutual

interest, linked with support to national reform initiatives.”

When people talk about middle income countries, or emerging economies, they
often do so with awe: fortunes being made, hundreds of millions lifted out of poverty,
the West’s economic and political dominance being challenged. Negative headlines on
emerging economies are equally mind-boggling: severe environmental and social
challenges, increasing inequality, and the bottom billion who have not been lifted out
of poverty yet. In any case, the overall picture is one of economically and -
increasingly - politically powerful nations which can and should take care of
themselves. Unsurprisingly, an increasing number of people and politicians among
so-called traditional donors demand that “aid money” to emerging economies should
be stopped altogether and that development cooperation with those countries should

be ceased.

However, the real picture is a very different and much more complex one; and
rather than ceasing cooperation altogether, novel approaches to international

cooperation with those countries are needed.
I would like to raise three key points in this respect.

First, the challenges middle income countries face to join the ranks of developed

economies are still humongous.

Second, while middle income countries are not alike, their challenges are often

similar.

Third, we need to change our understanding of what it means to work among and
with middle income countries. New modes of international cooperation are needed. In
this novel approach, the focus is on jointly tackling common challenges, both global
and country-specific ones. What matters is mutual interest on a level playing field — it

is no longer a donor-recipient relationship.
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Let me elaborate on each of these points in turn.

The “new bottom billion” aren’t just about poverty reduction. They are a
synonym for the challenges emerging economies still face in moving to advanced
economy status, including economic, social and environmental aspects. As the
example of China shows, it is difficult enough to attain economic growth and lift
millions out of income poverty, but the real challenge starts when growth is to be
designed socially inclusive and environmentally sustainable. Furthermore, the
problems these countries face matter not just to them but they have repercussions for
the global community as a whole. For that reason alone, cooperation with emerging

economies is here to stay.

Despite the many undoubted underlying differences between, say India, Brazil
and Nigeria, there are many challenges these countries share, not only among
themselves, but also with many developed economies. Think youth unemployment
and jobless growth, think ageing society and growing inequality — to name but a few.
There are many reform experiences, recent and historical, big and small, successful
and unsuccessful, which are worth sharing. Brazil’s well-known conditional
cash-transfer system, the bolsa familia, is just one of them. But there are other, less
well-known examples that are worth learning from, too — such as the introduction of a
social security card for those previously without access to such services in India — an
initiative that has been supported by the organization I work for, the Deutsche
Gesellschaft fiir Internationale Zusammenarbeit (GIZ) GmbH (commonly known as
German international cooperation agency). In addition, reform experiences and
initiatives from developed economies, e.g. on Germany’s model of a social market
economy or its energy policy reform (“Energiewende”), certainly also add value to

mutual learning processes.

Sharing ideas, exchanging knowledge, learning from one another and working
together on a level playing field are all central to this novel form of international
cooperation. Meanwhile, actors are no longer just limited to governments or
governmental bodies, but include civil society, NGOs, think tanks, the private sector
etc. The nature of any such cooperation is one of mutual interest. At the core of the
value system underlying these novel approaches to international cooperation stands
the global public good of sustainable development — i.e., promoting socially inclusive

growth that is environmentally sound.

On the implementation side, GIZ has long started to respond to this

111



transformation in the international cooperation sphere, offering a wide range of
innovative approaches, including inter alia on global networks, global knowledge
sharing, global fund management, triangular cooperation and south-south cooperation

in general.

To illustrate, let me provide two examples from the work of GIZ: the Alliance for
Financial Inclusion (AFI) and the Economic Policy Forum (EPF). The goal of AFI is
to improve access to and usage of financial services for the poor through the
implementation of effective policies and regulations. The alliance brings together
decision-makers and practitioners from central banks, ministries of finance and other
financial regulators from altogether 89 countries. AFI’s members share their
knowledge on policy reforms that have been developed and successfully implemented
in their respective countries. In doing so, AFI contributes to lifting around 50m people
out of poverty. GIZ facilitates the network on behalf of its members and, in this regard,
organizes the annual meetings of AFI as well as regional and global conferences,
manages an online platform, facilitates knowledge exchange visits and the
implementation of policy changes through a grant programme, and cross-connects
with external partners and stakeholders. AFI is funded by the Bill & Melinda Gates
Foundation. In addition, selected AFI activities have been supported by the Australian
Agency for International Development (AusAID). Since the end of 2012 BMZ has

been funding the SME finance work stream and the policy grant programme.

EPF is an alliance of think tanks from emerging and from selected developed
economies. EPF’s goal is to provide a platform for knowledge sharing and
collaborative, policy-oriented research on key economic policy challenges of
emerging economies, focusing on global economic stability and the quality of growth.
Working as a flexible network facilitated by GIZ, think tanks jointly develop policy
proposals with relevance to their respective countries and national and international
reform agendas. In a recent survey, 100% of all participating think tanks indicated that
they gained helpful insights through EPF for the policy recommendation processes
they are involved in. EPF is funded by the German Federal Ministry for Economic
Cooperation and Development (BMZ), with participating think tanks bringing in their

own resources. Additional funders for EPF are currently being actively sought.

To ensure knowledge sharing creates impact, linking specific in-country
initiatives with the global sharing networks is highly valuable. For example, in the
case of EPF, while knowledge is shared with other emerging economies on inter alia

resource policy, GIZ also supports India on various related national reform initiatives.
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In this way, global lessons can feed directly into national reform efforts, while
national reform initiatives bring in reform implementation experiences into the global

sharing network.

In conclusion, what middle income countries need to tackle their most pressing
economic, social and environmental challenges is global top-notch know-how that is
adequate to their respective circumstances and reform needs. That know-how needs to
be tapped globally through global networks and knowledge sharing platforms which
promote mutual learning and feed their findings into domestic reform processes.
Linking these global mechanisms with national reform initiatives is a crucial success

factor to ensure relevance and impact for the “new bottom billion™.
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Equality of Opportunity and the Next Round of Poverty Reduction
Mahmoud Mohieldin

Equalizing opportunities in early childhood should be an integral part of the

strategy to reduce poverty and promote shared prosperity.

We live in a world that is considerably less poor than what it was three decades
ago. Yet 2.5 billion people are still living in poverty today. Half of these are
considered extremely poor (living on less than $1.25 a day). The UN led Post 2015
development framework is likely to emphasize the need for a global effort to reach
this “bottom billion”. The World Bank’s own recently announced goals for 2030 focus
not just on ending extreme poverty but — perhaps for the first time — also on

promoting overall shared prosperity.

What is common between these goals that are likely to define the paradigm of
development assistance in the coming decade is an implicit recognition that the high
growth remains necessary but is no longer sufficient to reach the bottom billion.
Several countries, particularly large emerging Asian economies such as China, India
and Indonesia have succeeded in reducing poverty dramatically in part due to high
economic growth. But an inevitable by-product of this process has been the widening

of income disparities.

Some argue that inequality of outcomes is not necessarily a bad thing. In fact,
rewarding effort and superior life choices is a hallmark of meritocratic societies. The
incentives for innovation and entrepreneurship these rewards create are also essential
drivers of growth. But there is another form of inequality that originates not from
individual choice and agency, but from the endowments a person ends up with in the
lottery of birth. This inequality — the inequality of opportunity — restricts economic
mobility in society, traps large swathes of the population in perpetual poverty, and can
also stifle growth itself by engendering widespread perceptions of unfairness and

neglect.

One of the critical priorities for the coming decade will be to safeguard the
progress that has been made to date by keeping inequality in check and ensuring the
participation of specific segments of society — be it particular lagging regions or
ethnic groups — that may have hitherto been excluded from the development process.
This will entail leveling the playing field to ensure that every individual has a decent

shot at aspiring for something better than the one she is born into irrespective of her
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gender, race, ethnicity and parental background.

So what will it take to equalize opportunities amongst millions of children born
to a diversity of circumstances across the world? Research shows that enhancing
access among the disadvantaged to a basic set of goods and services that boost human
capital in early childhood can have the highest impact. The ability of the
disadvantaged children — when they become working age adults — to access labor
markets through jobs that befit their acquired human capital is instrumental for

economic mobility and reduction in inequality in the long-run.

There is evidence from the United States that early childhood education in
particular can yield a 7-10% return per annum. In the context of developing countries,
acquisition of human capital is constrained not just by the lack of access to quality
education, but also by malnutrition and other morbidities associated with diseases
such as diarrhea, malaria and typhoid. So substantially higher returns could
potentially be realized through a multi-pronged strategy to close the gaps in access to
good quality basic education, health, and nutrition services as well as amenities such

as clean water and improved sanitation facilities.

Not all countries will have the financial and technical capacities to launch large
scale social programs involving cash transfers such as, the Bolsa Familia, which,
along with other similar programs, has been a cornerstone of Brazil’s remarkable
decline in inequality even amidst rapid growth. But there are significant opportunities
to sharpen the equity lens in the traditional social sector interventions. Programs such
as Bangladesh’s Female Secondary School Stipend Program achieved remarkable

success in closing enrollment gaps and delaying marriage age for girls.

Similarly, multi-sectoral interventions to reduce childhood stunting — which is
known to be at the root of observed gaps in human capital attainments of young adults
— can yield substantial development dividends. Programs that deliver a package of
solutions through community health workers that not only provide timely information
on pre and post-natal care, infant and child feeding practices, hygiene and sanitation
issues but also vaccinations and oral rehydration therapy to children in their first
thousand days of life are beginning to get implemented in many low income countries.

The programs should be scaled up as they are critical from the point of equity.

The difference between some of these policies and others that attempt to

universalize access to services such as, say, immunization or primary education, is the
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explicit emphasis on equity: children whose circumstances make them otherwise less
likely to be able to access them are precisely the ones who will be have to be
prioritized in order to equalize opportunities. This might concern some economists
who see equity as incompatible with the goal of efficiency. But if one is to take a
longer view and recognize that inequality of opportunity implies restricts
intergenerational mobility and perpetuates poverty over generations then the trade-off
essentially vanishes because the returns on these investments will inevitably expand

and strengthen growth.

The ambitious goals set by the international community represent the next phase
in the fight against poverty and reach the bottom 40%. Genuine success will depend
critically on the extent to which we can help our client countries target and reach
pockets of entrenched poverty and harness the productive potential of every
individual -- irrespective of his/her gender, ethnicity, region of residence or familial
background. One of the best ways to achieve this is to expand opportunities to the
most disadvantaged segments of the society starting right from early childhood, to
redefine our perception of success into one that entails allowing people to define their

own future, and providing them with the opportunity to do so.
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Engineering the society through changing peoples’s destiny: a second
chance
Dato' Sahol Hamid Abu Bakar

In today’s world, disparity in the standards of living is an ever present
phenomenon across all societies. Despite the conventional need to emphasis on
providing equality of opportunity, the fate of the less off in the society requires
deserving attention and due commitment. They are the less fortunate, the poor and the
less privileged in society, who have the potential to excel in life given the right level
of education, are somewhat neglected or oblivious to openings that lie ahead.
Somehow, they missed the opportunities that can promise them a better future and

better standard of living.

The predicament of the indigenous people is recognized by the Malaysian
government and duly addressed to ensure equality of opportunity to the deserving
citizens. Their interests are incorporated in Thrust 3 of the Sustainable Development
in the 9th Malaysian Plan which gears towards Poverty Eradication and Income
Distribution to attain a balanced regional development where the following is
identified.

*  Development by Region

*  Narrowing Rural —Urban Divide
*  (Central Growth Development

*  Hierarchy Growth Conurbation
* Safe City

Universiti Teknologi MARA (UiTM), which is the biggest public university in
Malaysia drawing close to 200,000 in enrolment, has taken steps towards addressing
this issue. Like other established universities, entry level is very competitive, and
applicants have higher than the minimum academic requirements. Our records show
that about 20 percent of potential candidates come from a disadvantaged background,
in terms of standard of living and academic qualifications. Hence, this is where
UiTM’s role as a social engineering entity comes in, through the MDAB programme,
literally translated as ‘Changing the People’s Destiny’. MDAB was introduced to
engineer the society through special efforts by the university to give a second chance
to the less privileged young among the indigenous community who would not make it
through the mainstream track, in order to change their life for the better.

Providing opportunities to the indigenous people remains as the state’s

117



responsibility as acknowledged in the United Nation Declaration on the Rights of
Indigenous Peoples (61/295). One of such efforts is through the formal education
process as undertaken by UiTM. On this score, the university provides educational
opportunity for qualified poor Malays and other bumiputeras (that is, the indigenous)
from rural as well as urban areas. In order to qualify for this programme, the

candidates’ household monthly income has to be less than RM2, 000.

Students are offered programmes in UiTM at Pre-Diploma level, with the
objective to improve their qualifications at the equivalent of ‘O’ levels so as to allow
them entry into institutions offering diploma-level programmes, one of which is
UiTM. Considering their constraints in terms of finance and reasonable entry-level
education, UiTM obtained funding through governmental allocations, donations and
alumni contributions to facilitate learning for MDAB students, besides easing entry
requirements for them. Funding is available for tuition fees, living and travelling
allowances, throughout the duration of their studies. Other sources of funding for the
MDAB Fund include a one-off University Trust Fund, State Donation Fund,
contribution by UiTM fraternity, through smart partnership with Bank Islam through

credit card system, donations from external organisations and individuals.

Under the MDAB programme, 5,000 places are offered every semester to poor
and needy candidates throughout the country. The MDAB programme is a
manifestation of the philosophy that underpins the establishment of the university in
1956, that is, to empower the indigenous communities and provide them a level
playing field through higher education. Indeed, UiTM subscribes to the belief that a
person is capable of achieving success through the transfer of knowledge and by
inculcating values, thus transforming him into a professional once he leaves the
institution. UiTM believes that given the opportunities in knowledge acquisition, each
graduate have the competence in personal development and to eventually contribute

toward nation building.

Our modus operandi in finding deserving candidates under the MDAB
programme involves the participation of our branch campuses which are found in all
the states in the country. Our officials travel in buses into rural areas, taking along
with us prominent figures including celebrities who are supportive of our quest. Offer
letters are issued on site once we are satisfied that the candidates fulfill the
requirements of MDAB. Two programmes are offered under MDAB, namely,
Pre-Commerce and Pre-Science. A few other programs are also offered for

self-confidence and teaching and learning process for the students. Some of these
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programs include motivation, financial and time management, learning techniques
and mindset enrichment. A compulsory module is religion to emphasise on spiritual

balance and physical development.

In terms of performance, from 2010 to end of last year, our total MDAB students
touched 16,000, with almost 90 percent who registered for pre-commerce, and the
balance for pre-science. In each semester, since 2010, a range of 75-82 percent of the
candidates passed the pre-commerce pre-diploma, which is an achievement and

therefore evidence that these candidates can perform and do well academically.

In efforts to ensure MDAB achieve its deserving stature being a distinct agenda
in addition to managing a large university, several strategies were put in place.
Communication by way of social media is practice across all level to engage students
and staff. Dedicated efforts to enhance welfare of students and employees and to
boost the university’s image include succession planning, aggressive training and
development programs, industry placements as well as industry and alumni

networking.

Since its inception, UI'TM continues to play its role by specific role in the society
to provide opportunities to the less fortunate in this country. With realistic strategies
and undivided attitude to see the ethnic Malays are placed at the nation’s forefront, the
University galvanized the necessary resources to champion the entrusted

responsibilities in ensuring the nation’s aspiration continues.

The University records its appreciation to the Prime Minister of Malaysia who
has given the aspiration and inspiration to see more children who are poor and
under-privileged from the ethnic Malays, Bumiputras and the indigenous group, to be
given opportunities to change their destiny in the future. We in UiTM will always do
the best and give our best for the race, religion and the country. Therefore disparity in
the standard of living could be reduced to a certain extent but pose an ever
challenging task to be eradicated. As such, equality of opportunity as a fair playing
field in a society is context specific and relative in view of historical factors and

disparity in living standards among members of the society.
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The Solution to End Extreme Poverty is Overcoming Marginality
Joachim von Braun

Changed situation with poverty

Ending extreme poverty is in our reach. There has been significant progress in
the reduction of poverty in the developing world over the past few decades. Around
1.3 billion people in the developing world subsist on less than $US 1.25/day and 234
million live on less than $US 0.63/day. Prevalence based on income poverty defined
at $US 1.25/day per capita declined from 43% to 22% from 1990 to 2008. This
progress is the result of various factors, including economic growth reaching the poor
and in many countries there has also been increased attention to social protection
policies. However, a simplistic extrapolation of the declining trend in overall poverty
prevalence by about 1 percentage point per annum over the past 20 years could
misguide us to expect the end of absolute poverty within two decades. It would be
more realistic to assume that any further reduction of the remaining poverty will be
more protracted. Whereas in Africa most of the poor live in low-income countries, in
Asia they are often found in middle-income countries. The bottom billion no longer
lives in the poorest countries: statistically speaking, the majority of the poor have
shifted within the last 20 years from low to middle-income countries such as India,
Indonesia, Pakistan, and China, and often live in marginal regions of these countries.
More than half of the world’s poor now live in large emerging economies that happen
to be members of the economically leading G20 nations. This has far-reaching
implications for development cooperation policies, as a singular focus on poor

countries will miss out on the majority of the world’s poor people.

Marginality — the Nexus of Poverty, Exclusion, and Ecology

Overcoming extreme poverty is not just a matter of growth and targeted transfer
policies, but a matter of addressing structural forces such as exclusion, discrimination,
and the deprivation of rights; constrained access to services and technology;
governance deficiencies and corruption; and the forces of ecological change that are
increasing the vulnerability and eroding the resilience of the poor, many of whom
depend on natural resources at the margins in rural areas or live in high risk margins
of urban areas. A broader perspective regarding poverty reduction and development
policies and programs is called for. This is where the marginality concept comes into
play. “Marginality” is the position of people on the edges, preventing their access to
resources and opportunities, freedom of choices, and the development of personal
capabilities. The very poorest are typically also marginalized: they belong to socially

excluded groups, live in remote rural areas, and/or have less education, fewer assets,
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and less access to markets.

Actions against Marginality

‘De-marginalizing’ the marginalized requires the creation of the physical
infrastructure and institutional arrangements that can help to overcome the barriers to
access, exchange, and communication, and facilitate a shift away from the margins of
development through building accessible assets beyond natural capital, i.e., access to
services that foster human capital and technology. Resource endowments and land
degradation are critical determinants of marginality, and identify agricultural
development strategies. Reducing the significant agricultural yield gaps with
technological and policy measures are opportunities, even in many marginal areas.
Investing in targeted R & D - especially focused on the crops and traits that are
important to the poor and the environmental limitations they face - has the potential to

dramatically lessen marginality.

Addressing marginality is not only a matter for central and local governments,
but also a task for civil society organizations, business, and local communities
themselves. The instruments involved include assistance from higher levels of
government, cash support, the provision of public services (particularly health care
and education), forms of employment support, and assistance for small-scale

enterprises.

Good governance efforts to track and account for funds and their outcomes are
among the essential ingredients for policies to be successful in providing for the
marginalized. In the absence of genuine local interest in providing for the
marginalized and extremely poor, direct funding to beneficiaries by central

governments and aid agencies appears to be the only feasible option.

There are promising new initiatives for overcoming marginality through
inclusive business models, such as the “Creating Shared Value” approach, which
means that when making business decisions on future products and allocations of
investments, companies simultaneously consider what long-term values can be
created both, for society incl. the poor, and for shareholders. The corporate sector
should examine the opportunities as low risk/high return ventures. These business
initiatives can achieve greater results when accompanied by donor supported public
investments, such as infrastructure investments in marginal areas, access to improved

seeds or livestock, health services, and nutritionally enhanced foods.
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Communities supported by civil society may best serve these initiatives by
providing local insight.

The research community may best serve these efforts by considering innovative
ideas that foster institutional arrangements that bring together unusual alliances, by
accompanying efforts with solid impact studies, and through insights from

comparative assessments of cases of successful efforts that were scaled up.

Aiming for the end of extreme poverty requires an end of simple solutions.
Recognizing marginality as a complex phenomenon helps to identify optimal sets of
context specific, multi-facetted solutions. Results orientation means asking “did

marginality get reduced?”, because sustainable poverty reduction depends on that.
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Development Policies for the New Bottom Billion
Robert Collymore

The Issue

The Bottom Billion has been defined by an economic measure - the poorest in
terms of income per capita. However, poverty is not gender neutral and poverty is not
always about income. We can put a value to what living on less than $1 or $2 entails,
but we cannot put a value to living without or with limited opportunities and
possibilities for the future. Women and the girl child are always disproportionately
affected by the lack of opportunities for an education, for good health, for equal
participation and this ultimately impacts their income and overall quality of life.
The Dilemma

Most development policies and growth policies are gender neutral and focus on
attainment in terms of figures, and not in terms of opportunities and possibilities. An
analysis of the progress in the attainment of the MDGs illustrates that the MDGs that
specifically focused on women have been the hardest to attain, and in addition, in
many African countries, they have also been the MDGs that have received the least
amount of funding and popular support. In what ways can we reshape policy to
acknowledge the transformative role that women and the girl child play in the

development of families, communities and economies?

From a solutions for growth and a policy perspective
We need to:

1.  Undertake a clear cost-benefit analysis on the impact of inadequate or no
investment in health, education and economic empowerment for women
and the girl child

2. Provide the girl child and women the opportunity to participate in the
identification, design, implementation and tracking of solutions that pertain
to their well being.

3. Ensure that with the transition to the social development goals, targets and
funding models are developed that clearly provide and unlock opportunities
for women and the girl-child

4.  Assess the impact of financial inclusion opportunities for women. In Kenya,
through M-PESA (and more recently with M-Shwari), in just over 5 years,
close to 50% of Kenyan women are financially included and are now able

to control their money, save and invest at a micro —level
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3. Inequality and Human Capital

Inequality and Human Capital

The Challenge

Both advanced industrial economies such as the United States and rapidly
growing economies such as China are exhibiting increasing levels of inequality and
disadvantage. Recent research on the sources ...

Both advanced industrial economies such as the United States and rapidly
growing economies such as China are exhibiting increasing levels of inequality and
disadvantage. Recent research on the sources of inequality has begun the process of
creating a new social science paradigm which integrates economics, psychological
sociological and biological factors in order to provide a comprehensive understanding
of the determinants of socioeconomic status across the life course as well as
intergenerational mobility. This new work embodies a rich conception of the forces
that underlie individual decision making that draws upon the insights of many
disciplines. These insights are wunified by conceptualizing inequality in
socio-economic outcomes as derivative from inequalities that emerge in cognitive and
noncognitive skills, which include personality traits as well as human capital and

intelligence.
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Inequality and Human Capital

By
Prof. and Dr. Gee San
National Central University
Jungli, Taiwan
E-Mail: sangee827@yahoo.com.tw

Inequality and human capital are two interesting yet seemingly independent concepts.
However, if interrelatedness between the two concepts can be found, then policy

implications can be drawn accordingly.

The relationship between inequality and human capital can be examined through the
correlation between the Gini coefficient' (Gini) and various educational indicators
that reflect the accumulation of human capital (HK), such as illiteracy rates and other

relevant education statistics on the corresponding country.

There are 22 countries, including Hong Kong, who published Gini in different years,
and 21 of them had compiled Gini on personal, rather than household, income basis.
This formed the largest possible data base for our advance analysis. We calculated the
correlation coefficients (CC) between Gini and various indicators of HK. The results

were summarized in the Table.

By pooling together data from the developed and developing countries, the Table
suggested that the higher the illiteracy rates, the higher the inequality. Meanwhile, the
CC was as high as 0.8240°. The Table also suggested that if we confined the illiteracy
rate statistics to population aged 15 to 24, the CC was still as high as 0.7019. Upon
examination of the CC between Gini and gross enrollment rates (GER) for different
levels of education, our findings showed that the CC was 0.5723 for primary
education, -0.3023 for secondary education, and -0.6362 for higher education across

countries.

The above findings suggested that: first, the higher the illiteracy rates for all ages in a

country, the worse the situation of inequality. This was shown in the very high

! A measurement for income inequality and the larger the Gini coefficient, the wider the income
distribution gap for a country.
> where 1 (-1) is the possible maximum value for a positive (negative) correlation, and 0 stands for no
correlation at all for the relevant two factors or variables.

125



correlation between illiteracy rates and income inequality. However, the results for
OECD countries were quiet different, i.e., the CC was actually [-0.1358] for OECD
countries, compared to (0.8992) for developing countries. We also saw a similar

pattern in the illiteracy rate statistics for population aged 15 to 24.

Secondly, the above results suggested that it would be very beneficial for developing
countries to lower illiteracy rates in order to achieve a more equalized income
distribution. This may then raise the question regarding the extent of education
required to effectively reverse the inequality situation. In the Table, we calculated the
CC for different levels of education. Our empirical findings suggested that there
existed a strong positive correlation between inequality and the GER for primary
education across countries. More specifically, the corresponding CC was as high as

0.5723. Moreover, the CC was as high as (0.9658) for developing countries alone.

Contrary to many arguments that emphasize the importance of primary education, our
empirical findings suggested that focusing on primary education alone was not
sufficient for improving inequality. In other words, it may require education beyond
the primary level to reverse the situation. This was shown in our findings that, for
developing countries in particular, the CC between Gini and GER first turned negative
at the secondary education level and that the CC was as high as (-0.9972).

Furthermore, the CC was -0.6362 for high education across countries. This was
primarily due to the fact that CC was also shown to be strongly negative (-0.9748) for
developing countries. However, the situation for the OECD country group was just

the opposite as the CC was on the positive side and was as strong as [0.4312].

The above results revealed two contrasting situations, namely, first, in order for
developing countries to improve upon the problem of escalating inequality, efforts
may be required to improve both secondary school education and high education for
effective and consistent results, i.e., primary education alone cannot solve the problem.
Secondly, for OECD developed countries, our findings suggested that higher

education can actually hinder income distribution.

Based on the above findings, the following two policy suggestions warrant our
attention. Namely, first, human capital is relevant in determining the inequality of a
society. In particular, only human capital with secondary or higher level education
showed real capabilities to reverse the inequality situation in developing countries.

As such, strong commitment may be required for developing countries to improve the
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inequality situation, i.e., to devote precious resources to education and be persistent in
the long run. This undoubtedly presents a big challenge for many developing

economies.

Secondly, while higher education could worsen the income distribution problem in
developed countries, the case for developing countries was entirely the opposite.
Based on our findings, it is advisable for developing countries to take active measures

to reduce illiteracy rates through improving both primary and secondary education.

Surely, it’s never too late for a country to strengthen its own human capital.

Table: Correlation Coefficients (CC) between Gini Coefficient and Relevant

Education Indicators for Human Capital

) Illiteracy Rates for Relevant Countries in 2000-2005 (%)
Relevant Education

Indicators Population 15 years old and Population between age 15 to
above 24
Correlation
Coefficient with 0.8240 0.7019
Gini Coefficient (0.8992) [-0.1358] (0.7742) [-0.2577]

) Gross Enrollment Rates for Relevant countries in 2005
Relevant Education
Indicators Primary Education Secondary High Education

: : Education :

Correlation
Coefficient with 0.5723 -0.3023 -0.6362
Gini Coefficient (0.9685) [0.1885] | (-0.9972) [0.0967] (-0.9748) [0.4312]

Note: numbers without brackets, with (), with [ ], are CC for all samples, for

developing countries, and for OECD countries, respectively.
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Make sustainable behavior — in and outside of markets — a school
subject
Nora Szech

Train children to become good sharers, such as they are often taught to become

good savers, inside and outside of market environments.

To fight inequality, efforts in skill formation of underprivileged children and
their families have to be made. Likewise, those who contribute to the persistence of
inequality should be trained in taking responsibility and acting more socially. This
solution proposal targets the latter fundamental aspect of human capital accumulation:
Make people good sharers.

Over the last decades, teaching children to care for others has become even more

important — but also more intricate — for two reasons:

1) In a globalized world, effects of close-knit neighborhoods promoting social
behavior are not sufficient to reduce problems of inequalities both within and across
societies. Yet our daily behavior (e.g. when shopping or travelling) affects suffering
and inequality on larger distances.

2) Institutions such as market environments tend to promote selfish and immoral
behavior.

Many parents teach their children at young ages to save money for the future.
The capability to wait for a bigger reward and to forgo a much smaller yet sooner
reward is even considered as a predictor of future success in life. Likewise, parents
teach their kids to share with others. Both skills, saving and sharing, are seen as

important virtues in our societies.

Yet while sharing is something children typically train when interacting with
siblings or friends, i.e., in their direct environments, children learn less about sharing
on more abstract or complex levels. Children may gain some experiences by engaging
in charity events. Such practical pro-social training, in some countries fostered at
schools, should be extended and taught on a rounded-out basis. Furthermore, children
should learn to behave responsibly even if institutions try to promote selfish and

greedy behavior.

A multi-faceted approach to teaching sharing, such as it is the case to a larger
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extent for saving already, is in order: Children learn to save in very direct situations,
for example when their grand-mother gives them some money to put into the piggy
bank. Yet saving is also trained in much more complex situations and when
institutions try to promote spending money - for example when kids enter a
supermarket and are taught not to waste all their pocket money on sweets. Just like the
skill of being a good saver, the skill of being a good sharer should be fostered in these

more difficult situations as well.

Sharing with others becomes especially complex to learn when those in need are

outside of our direct proximity:

1) We do not see the suffering -- at least, it is easy to look away. Feeling empathy
for those who suffer is hence more difficult than in direct relationships.

2) We need information that the suffering exists. We can deliberately try to avoid
such information if we feel we prefer to act selfishly anyway.

3) Even knowing that others need help and feeling that one should do something
about it is not enough. Different means to fight the suffering have to be outweighed.
Furthermore, one has to decide how to set priorities in a world where inequality is
huge. This requires energy and time, and may be frustrating as it is basically
impossible to be “good” in every respect.

4) The thankfulness of those who are helped is much more difficult to receive

than in a direct interaction.

Besides these severe obstacles to social responsibility, institutions promote
selfish behavior. An omnipresent institution often facilitating greed is the market
environment. In addition to the arguments for why caring for the needy outside our

neighborhoods is difficult, markets create even more challenging environments:

1) Prices (and competition) tend to be focal in markets. The virtue of being a
good saver stands in conflict with the virtue of shopping sustainably and acting
pro-socially.

2) People can share their guilt of shopping selfishly with others. This reduces
moral concerns.

3) Advertising makes people focus on way different aspects of a product than a
bad production process and the suffering of workers. Even if a product is pricy, it may
still contribute to inequalities, as is the case for many fashion or electronics items that
are produced under unsafe and unhealthy working conditions or involve child labor.

4) Diffused pivotality allows for a replacement logic: ‘Even if I do not support
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bad working conditions by buying this product, somebody else will...’
5) “Greenwashing” makes it difficult to shop sustainably even for those who
want to make a difference.

Therefore, people need to receive training, both in taking responsibility for
others in general and in resisting influences of institutions like markets in particular.
The basis for such capabilities should be built in young children — in school, but also
with the support of their parents, if possible. Actual shopping behavior in adults often
lacks sustainability — instead, many adults shop to get into a better mood, and pass
such shopaholic behaviors on to their kids. Or they even teach their children to just

care about prices.

The overall population needs support: Means such as information provision,
role-models, practical advice and training on how to substitute products contributing
to inequality and suffering should be combined to achieve best results. The
bottom-to-top approach supporting sustainable shopping behavior should ideally be
accompanied by regulation of markets and certification efforts (e.g. on the level of the
EU) to increase transparency for customers. Yet note that the bottom-to-top approach
in training skills in customers should also work across generations: Possibly, if
children are trained to care better when acting in market situations, parents will learn
from them, too. This is why sustainable shopping behavior and taking social
responsibility in complex environments should become a (larger) part of school
education.
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4. Trade, Poverty and Inequality

Trade, Poverty and Inequality

The Challenge

The debate about the impact of international trade on poverty is an old one. The
narrative that characterizes trade as an “engine of growth,” underscoring the
importance of growth for poverty alleviation can be traced back to Adam Smith. For
those that believe that markets operate efficiently and that economic agents have
limited market power, trade liberalization (and the ensuing trade expansion) improves
productivity, fostering growth and poverty reduction. A different narrative, however,
emerges from those that put emphasis on learning-by-doing and recognize the role of
market imperfections. From this perspective, government intervention has an
important role to play in promoting development. At another extreme, one finds those
that equate globalization and international trade with the expansion of the capitalist
system and see this as a receipt for concentration of economic power and exploitation.
These different schools of thought have been duelling over the last two centuries and
their exchanges provide the intellectual “sound-track™ for the contemporary debate
about the benefits of globalization, as illustrated by the “battle” of Seattle around the
WTO Ministerial of 1999.
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Improving income inequality to facilitate growth
Da-Nien Liu

The impact of globalization on income distribution has, for many years now,
been a subject of intense debate. Some experts argue that international trade is one of
the main factors contributing to income inequality, while others hold that trade helps
to reduce income inequality. Other empirical studies suggest that there is no
significant correlation between trade and income distribution. Leaving aside the
empirical results that have been obtained in research on this issue, the fact remains
that there has, so far, been no significant improvement in the global problem of

income inequality, or in the related problems of poverty.

According to a report issued by the OECD, over the period 1985 — 2008, average
real household income in the OECD member states increased at an average annual
growth rate of 1.7%. For the 10% of households with the highest household income,
the growth rate in income over this period was 1.9%, while for the bottom 10% it was
1.3%. Over this same period, the Gini coefficient for the OECD member states as a
whole rose from 0.29 to 0.316. As of 2008, the average income of the richest 10% of
citizens of the OECD member states was approximately 9.2 times that of the poorest
10%, the highest multiple recorded in the last 50 years. In emerging economies, the
Gini coefficient is generally higher than the OECD average, indicating that income
inequality is usually more severe in emerging economies than it is in the OECD
member nations.

There is a clear need to consider, from multiple perspectives, how the policies of
individual governments and the mechanisms established by international trade
organizations can contribute to the achievement of the twin goals of economic growth
and reduction of income inequality. The key points relating to this challenge are
outlined below:

1. Tax reform policies: Tax reform is the most direct, and the most effective,
means of reducing income inequality. As the income of high-earners far exceeds that
of low-earners, and tends to increase at a much faster rate, transfer payments from the
government (including both in-cash and in-kind payments) are needed to assist
low-income households, so that income inequality does not become further
exacerbated.

The tax system as a whole may also need overhauling. The experience
of many countries around the world has been that, due to the introduction of a flatter
tax schedule and various other factors, the share of the overall national tax burden

borne by high-income households has tended to fall, indicating a clear necessity for
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comprehensive tax system reform. However, given that most countries have recently
beenforced to cut back on government expenditure, before implementing tax
measures aimed to reducing income inequality, careful analysis is needed to ensure
that the measures adopted are sustainable.

2. Boosting employment: Efforts need to be made to increase the number of
high-productivity and higher-paying jobs that are being created. When it comes to
creating new job opportunities, quantity is not everything; attention must also be paid
to job quality, to avoid the problem of in-work poverty. There is particular need for
governments to take special measures to improve the nature of the jobs available to
members of disadvantaged groups, including young people, the elderly, women,
immigrants, etc.

With the global economic downturn of the past few years, business enterprises
have been tending to recruit more temporary and part-time workers, as opposed to
regular, full-time workers. There are significant disparities between temporary and
part-time workers on the one hand and regular, full-time workers on the other, in
terms of wages and benefits. In the future, attention will also need to be paid to
reducing the disparities between these two groups with regard to employment security,
etc.

3. Investing in human capital: Education, vocationaltraining and in-service
training can significantly enhance the employability of low-skilled workers.
Strengthening worker employability in this way is another important means of

reducing income inequality.

A further point worth noting is that, because of the lack of progress in the
multilateral trade talks within the WTO framework over the past few years, countries
throughout the world have been devoting more effort to pursuing regional economic
integration, leading to a dramatic increase in the number of free trade agreements
(FTAs). The number of FTAs, and the number of countries participating in FTAs, is
expected to increase still further in the future. For example, the Trans-Pacific
Partnership (TPP) already has 12 member economies, and the Regional
Comprehensive Economic Partnership (RCEP) has 16. The trend for FTAs to develop
into trading blocks can help to stimulate more trade within the FTA region, but it also
inevitably has an exclusionary effect on non-member economies, which can

exacerbate the problems of income inequality and poverty.

As the number of countries participating in FTAs increases, there is a growing
emphasis on global supply chain integration. This, combined with the imposition of

stricter rules of origin, can have a serious negative impact on non-member economies.
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The question of whether rules of origin act as obstacles to trade has been intensively
discussed for many years now; however, it appears that with the focus on global
supply chain architecture that is being seen in today’s large-scale FTAs, the negative
effects of rules of origin on non-member economies are becoming more pronounced.
This is especially true in regard to the impact on industries such as textiles and
garment manufacturing that are vitally important to developing countries. In the future,
if a country finds itself excluded from the burgeoning network of FTAs, then not only
will this affect that country’s economic growth, it will also tend to exacerbate the

problems of income inequality and poverty.
There is thus a clear need to strive for faster progress in the multilateral trade

talks within the WTO framework, so as to minimize the negative impact of FTAs.

Efforts should also be made to harmonize the rules of origin provisions of FTAs.
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Trading up: Helping the poor gain from global commerce
Mahmoud Mohieldin

With smart, international agreement and well-designed domestic policies, trade

can be a powerful force for poverty reduction.

A long-held tenet of international trade theory is this: In the long run, increased
trade is associated with higher rates of economic growth. Countries that open their
borders and lower their trade costs see bigger increases in national income than those
that restrict cross-border commerce. What has been more elusive is a guarantee that
trade-related growth reaches the poor. At the World Bank — as we track shifts in the
global economy — we are trying to make sure the poor prosper in the context of

increased trade.

Worldwide, the incidence of poverty has never been so low. Average poverty
rates have declined steadily over the past two decades, and the number of people in
the world in extreme poverty halved between 1990 and 2010. Just over 1 billion
people now live on less than 2 dollars a day. But progress has been uneven. Most of
East Asia and Latin America have largely grown out of poverty, while poverty

remains high in sub-Saharan Africa and South Asia.

The international development community has been adapting its values and
objectives to this changing global context. The World Bank recently expanded its
long-standing focus on poverty reduction to include a broader objective: promoting
sustainable, shared prosperity for the bottom 40 percent of each country’s population.
Such a shift is changing how we define success in development, and, more

specifically, how we provide trade-related support to developing countries.

The interactions between trade and poverty are complex. On the one hand,
increased trade can lower the prices of goods and services, which is beneficial for
consumers. It can expand the variety of commodities available to the poor and the
inputs available to firms. But, on the other hand, increased trade can also eliminate
low-skilled factory jobs or reduce the prices farmers receive for their produce —
changes that can disproportionately hurt the poor. For example, poverty has declined
more slowly in rural districts in India that faced increased foreign competition in
agricultural products. This effect was particularly strong among the poorest workers,
who had little ability to move to new sectors and, in some states, were hindered in

job-changes by rigid labor regulation.
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In the short term, increased trade will likely require the poor to adjust to new
circumstances. Individuals may need to change their consumption, and labor may get
reallocated across sectors or see wages change. Some firms will expand while others
contract. Experience confirms that, despite these adjustment costs, governments can
boost the benefits and mitigate the negative effects that trade has on the poor. With
appropriate foresight, governments can develop policies that encourage re-training
programs for displaced workers, for example, or reform laws to make it easier for
workers to move to export-expanding sectors. They can ensure that farmers do not
face export restrictions and have access to timely and accurate market information.
These and other pro-poor policies can complement trade liberalization to ensure that a

rising tide does, indeed, lift all boats.

The World Bank helps developing countries lower the costs of trading with other
countries. We help them connect firms, farmers and households to markets and supply
chains — connections that generate the investments and economic activity that reduce
poverty. We help developing countries build infrastructure, such as the roads, bridges,
and ports that help traders reach markets. In Kazakhstan, for example, a $1.8 billion
project is improving trade-related transport along a corridor that bisects the country,
bringing economic stimulus to some of the nation’s poorest provinces. In Nepal, the
Bank is working to rehabilitate a steep, dangerous, and busy road that carries the

majority of the country’s exports to India.

We also help make sure trade-related regulations work efficiently. Sometimes it
is weaknesses in a country’s “software,” not its “hardware,” that hit the poor hardest.
We help countries establish clear customs rules — an essential part of a healthy
business climate and a standard that helps protect vulnerable traders from bribe
solicitations or inconsistent treatment. We support improvements to border conditions
that cause costly delays for formal and informal traders alike. In Cameroon, for
example, we are helping to simplify and modernize the trade procedures through the
port of Douala. We have helped the government of Lao PDR to establish a Trade
Information Portal — an online resource providing information to traders on all

trade-related laws.

Since 2010, the International Finance Corporation (IFC), the Bank’s
private-sector arm, has been providing capital that helps SMEs participate in global
supply chains. The $500 million Global Trade Supplier Finance program currently

provides short-term finance to thousands of SMEs in emerging markets to develop
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efficient logistics and ensure access to trade finance.

Going forward, it is paramount that world leaders work to maintain an open
trading system and encourage trade-related policies that reduce poverty and create an
environment conducive to shared prosperity. The Ninth Ministerial Conference of the
WTO, scheduled to take place in Bali in December, provides an important opportunity
for the international trading system to make strides in improving trade facilitation, an

arena that affects poor and informal traders.

Bank research suggests that all countries would gain — and developing countries
would gain the most — from a new WTO trade facilitation agreement. An agreement
would expedite the movement, release and clearance of goods at border stations;
clarify and improve trade-related rules; enhance technical assistance; and encourage
cooperation between border-control agencies. A successful compromise is in sight, but
will require WTO members to agree on at least one highly-contested matter:
assistance from wealthy countries and donors to provide developing countries support

in enacting the provisions of an agreement.

All of these solutions — from transport improvements in Kazakhstan to customs
reform in Cameroon to agreement in the WTO — will help the poor to benefit from
trade. While nations as a whole gain from increased trade, without pro-active policies,
the poor may not. For this reason, we must continue helping developing countries fill

in the missing pieces.
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Trade, Poverty and Inequality - In the light of Export to NEI
Ahsan K. Chowdhury

Bangladesh is one of the most densely populated countries of the world. It is in
South Asia, located on the fertile Bengal delta. It is bordered by the Republic of India
to its north, west and east, by the Union of Myanmar (Burma) to its south-east and by
the Bay of Bengal to its south. It is separated from the Democratic Republic of Nepal
and the Kingdom of Bhutan by the narrow Indian Siliguri Corridor.

On the other hand, North East India is less densely populated as compared to
Bangladesh. It is friendly neighboring country which can offer us 130 Crore of
consumers. Geographical proximity between India and Bangladesh has lead to the
development of a good trade relationship between these two neighboring countries.
Good trade relationship between these two countries is reflected not only in volume of
bilateral trade but also in their engagement in bilateral, regional and multilateral trade

agreements.

The economic relations between the two countries have many aspects, including:
embracing trade transactions, credit arrangements, joint ventures, transit facilities and
transport development. These relations have continued and expanded and has helped
to improve political relationship too. This is mainly because of the operation of
objective factors like geographical proximity, common language, similarity of
consumption pattern, common development needs and experience, and commonality

of the inherited infrastructure.

One of the most important markets for PRAN, both in terms of export and import
is India. It is contributing almost 45% of our Export Basket; volume is also growing
fast. Business environment is good as compared to other countries. 60% of PRAN’s
total import comes from India and we are importing most of our raw materials from

India. Doing trade with North east India also has some strong benefits like

1.Per capita Agricultural land is higher in North East India than Bangladesh

2.There is a low demand of Agricultural products; because of the lesser number
population

3.Bangladesh has got highest population with lesser land thus demands of
Agricultural products are high

4.So there is huge potentiality of utilizing the NEI’s land for Agriculture and

process and consume the same in Bangladesh
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5.NEI has a huge cultivation capacity, but due to less consumers and farmers
don’t get the deserved selling price of their agricultural products. This discourages
them

6.NEI is not so developed in industrialization, so they don’t get sufficient buyers
for selling their crops

7.PRAN can be the largest buyer of those agricultural products of NEI

8.It is easier for NEI to sell their agricultural products to Bangladesh, due to
short distance than that of main part of India.

9.PRAN is the largest Agro-Processor; they can utilize these raw materials of
NEI & provide them the Processed Foods with long shelf life

10.1t also becomes profitable for both exporters & Importers as the distance
between Bangladesh & NEI is less as compared to main land of India. Thus it
becomes cost effective to supply processed food from Bangladesh to NEI than to

supply from main land of India to NEI

In the past, doing trade was difficult due to many non tariff barriers prevailing
between the two countries, but with time, these problems are getting solved. Some of

them are as follows:

Non-Tariff Barriers: Those are already removed

1. Health Related Problems: Now exported food products are getting
Health Report (Lab Test Report) in a reasonably short time that that of
earlier (earlier it took 40-45 days, now it can be achieved within 12-15
days).

2.  Both the governments introduced ‘Car Pass’ facilities in the major
Land Ports which permits the vehicles of one country to enter into
other country & unload the imported goods to the importers’
warehouse. (earlier this unloading used to take place in ‘No Man’s
Land’ from truck to truck)

3. Bangladesh & Indian Customs, have increased their working hours,
even for some special cases they keep the customs office open on
Holidays.

4. New Sheds and Warehouses are being constructed in Indian side,

which will give a huge facility to store the goods near the port area.

Some problems that are still faced are as follows:
* Infrastructure in Port Area: Out of 18 major Land Ports in most of the

ports the Road Condition is very bad. This need to be improved in both
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sides and minimum 6-8 lane roads should be constructed.

*  Adequate Loading-Unloading sheds to be prepared in all Land Ports

(mostly in Bangladesh part).
*  Vehicle Parking Area should be made in both side Land Ports to avoid

heavy traffic & long queue of vehicles in Port Area.

* In Bangladesh side the better Customs Office & accommodation

facilities for Customs Officers should be constructed.

*  Automation System should be introduced in both side customs, in

terms of’

1.

2.
3.
4

Documentation of Clearing & Forwarding of shipments
Scanning & checking of goods

Loading & Unloading

Land Ports should be functioning for 24 houses for better &
timely import-export

Outcome of Indo-Bangla Bilateral Trade

Summary

Farmers of NEI will be encouraged to grow more agricultural
products when they will have a confirm buyer/market like
Bangladesh with better value of their products.

The huge agricultural lands of NEI will be utilized.

Bangladesh will get the sufficient supply of agricultural raw
materials in a reasonable price.

The agro-processed industries will be benefitted.

For both the countries, employment will be generated in big
volumes. This will offer them a better lifestyle and living hood.
Infrastructure and communication of both the regions will
develop.

Last but not the least; both the government will earn a lot of
revenues from this bilateral business.

Finally this region, Bangladesh & NEI, will become a strong

economic hub.

In general terms we can say that there is a strong relationship between Trade,

poverty and inequality.

Trade: is a business relation between two countries

Poverty: is an opportunity of improvement through trade

Inequality: can be removed through trade eg. Bangladesh and India are two poor
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and developing countries where liberalization of trade has helped the lives of

thousands of people.

Pran's fruit processing and soft drink factory near Agartala is coming up soon.
The plant will supply products to the Indian markets. Pran-RFL Company has a very
strong trade network with some of its neighboring countries like India, Nepal, Sri
Lanka, Bhutan, etc. Among these countries, export with India is on the top of the list.
To realize the prospect, both countries will have to further liberalize trade, cut tariffs,
reduce non-tariff barriers and take steps to facilitate more trade to open up New

Opportunities, and to handle New Challenges.
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A Note on Trade, Poverty & Development Lessons from Korea — Questions for
Bangladesh
Jean-Pierre Lehmann
That trade contributes significantly to poverty reduction would appear
indisputable. Petro-states aside, all countries that have achieved high growth rates and
high levels of poverty reduction have been actively engaged in trade. This results
from the fact that being active in trade requires investments in infrastructure,

education and gender empowerment.

China has achieved incomparably more poverty reduction than India, partly
thanks to its massive engagement in trade, which in turn was facilitated by solid
infrastructure, widespread education and the removal of obstacles to female mobility,
all of which in India leave scandalously to be desired: in China female illiteracy has

been virtually eradicated, in India it stands at a scandalously high 35%.

Because being active in trade requires robust development-oriented policies,
trade in turn contributes to development. Had, for example, a Bangladesh-style trade
policy been implemented in a country such as Egypt, it would undoubtedly be in a
much stronger condition than it is to affront its economic, social and political

challenges.

Recent tragedies notwithstanding, Bangladesh has received considerable plaudits,
not least from The Economist, which in an article entitled “Bangladesh: Out of the
Basket” it added the subtitle, “Lessons from the achievements — yes, really,
achievements — of Bangladesh”. Bangladesh’s major achievement was inclusive
growth, scoring not just in GDP growth rates, but also in significantly improved
human development indicators, notably in female empowerment. One of the many
causes of the weak insertion of the Arab world, leaving oil aside, is the absence of
trade, which in turn can be partly ascribed to its discriminatory gender policies: as
commented in the 2002 Arab Human Development Report, not engaging half your

work force is equivalent to not exploiting half your oil wells!

While the correlation between trade and poverty reduction would seem
irrefutable, it has also been the case throughout modern history that labour
exploitation and maltreatment have been an inexorable part of the process. This is not
to diminish by any means the terrible tragedy that occurred at the Rana Plaza factories
in Dhaka, with more than 1200 deaths, nor to exonerate those responsible. But

“Dickensian conditions” have prevailed in all industrialising countries since the
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beginnings of the Industrial Revolution. With still many countries in Africa, Asia and
Latin America aspiring to industrialisation, efforts of academe, the World Bank,
NGOs, etc, should be forcefully directed at how Charles Dickens can be taken out of

the picture, indeed debarred from writing the script.

Another question that arises, however, is once trade policy has been successfully
implemented and poverty has been reduced, then what?

Reality is that, apart from petro-states and city-states (Singapore, Hong Kong,
Malta), in the last seven decades only two economies, South Korea and Taiwan, have
succeeded in definitely “graduating” from third world to first. All others, including the
three South-east Asian economies, Indonesia, Malaysia and Thailand, featured in the
World Bank’s 1993 East Asian Miracle report, have failed (at least so far) to overcome
the middle-income trap. In all of these trade oriented countries, while poverty has
been reduced, there are still masses of people in what is coming to be termed the
“struggling classes”, people who are out of the poverty trap, but who find it still very
difficult to make ends meet and for whom, for example, a slight rise in the cost of

public transport can have quite dramatic effects.

The South Korean “model” demonstrates that trade policy must be
complemented by effective industrial policy, notably infant-industry protection. Joe
Studwell, in his excellent study, How Asia Works: Success and Failure in the World's
Most Dynamic Region, draws a clear contrast between the economies of North-east
and South-east Asia, especially in government policies regarding manufacturing and
finance. These factors go a long way in explaining why Korea has a Samsung, an LG,
a POSCO, a Hyundali, etc, and Thailand has none.

At a time of great confusion and danger, when it is incumbent to question past
assumptions and theories, the advice that should be given to Bangladesh and other
trade oriented industrialisation aspiring countries is to look very closely at the Korean
model. Of course it cannot be copied, nor is it by any means perfect, but there is a lot
to learn and to inspire. Korea is the 20th century’s great success story, not only
economically, but also politically, socially and increasingly environmentally. As the
legitimacy of the Washington consensus has eroded, the Seoul consensus might serve

as a reference point for the 21st century.

Jean-Pierre Lehmann, Evian Group/IMD, Lausanne, 080913.
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5. What Banking for Economic Dynamism?

What Banking for Economic Dynamism?
The Challenge

The role of banks for economic dynamism is paramount. Diverse people such
as Edmund Phelps, Muhammad Yunus, and David Cameron have discussed how
banks may foster an economy’s ability and preference to innovate. In the past, banks
actively lent to households and small businesses, which they carefully monitored. In
recent times, banks have shifted their focus toward lending and borrowing in financial
markets, particularly channeling lending toward standardized securities, which have
promised higher yields at lower risk. These transactions involve lower monitoring
costs than lending to small businesses, and they have relied upon financial
innovations such as securitization. The result of these developments has been a
decrease in economic dynamism against a backdrop of an increase in financial
dynamism.

One apparently simple policy solution is to issue governmental guarantees that
incentivize banks to lend to small businesses and innovative firms once again. But this
policy sounds too familiar from recent US experience. There, governmentsponsored
enterprises increasingly guaranteed mortgage lending and loans to small and medium
enterprises. That experiment did not end well. Some argue that the incentives induced
by the government led to poor monitoring and the indiscriminate issuance of credit.
The rapid expansion of the quantity of mortgage credit and a rapid deterioration in its

quality were major factors accompanying the housing boom and the financial crisis.

This episode shows how well-intentioned government guarantees may easily
lead to massive and indiscriminate lending and adverse selection, and eventually
unsustainable distortions. It also shows how poorly-designed policies jeopardize
macroeconomic stability and have adverse consequences for economic welfare. It is
therefore important to understand how to derive sustainable policies that encourage
banking for economic dynamism. What incentives could encourage banks to refocus
on relationship-building and the careful monitoring of small businesses and
innovative enterprises? Is it desirable to discourage banks from engaging into
securitization on both the lending and borrowing side of their balance sheets? And can
we learn from the experiences of micro finance or venture capital in creating new
forms of banking which safely expand credit to small and innovative businesses rather

than to well-established incumbents?
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Banking for Economic Dynamism
Victor Kuan

Responsible Finance that underpins “Financial Inclusion” and naturally
reduces income inequities not only broadens financial market development, but also

spreads economic dynamism.

From both a responsible finance and reputational perspective, Banks always
need to balance their pursuit of sustainable profit to maximize shareholder value vs.
of broader social responsibility goals. Partnering with customers and local
regulators to facilitate the development of market-appropriate products helps
underpin “Financial Inclusion” that naturally reduces income inequities and thus not
only broadens financial market development, but also spreads economic dynamism.
In simplest terms, banks not only achieve specific financial objectives by expanding
their customer base, but can also burnish their brand especially when they “do well
by doing good”.

Encouraging Banks to concentrate resources on the financial basics guides
them to partner with their customers to achieve critical household dreams. As
primary financial service providers, Banks help create the fundamental opportunity
to increase economic value and along with it provide meaningful job opportunities.
Two recent Asian examples where governments have successfully incentivized
banks to focus on these “basics” include: (1) the Small and Medium-size Enterprise
Guarantee (SMEG) Program in Taiwan and (2) the Village and Township Banking
(VTB) Program in Rural China.

I. SMEG — A meaningful partnership program that promotes SME growth and
economic development

Government and Banks both have a positive role in helping SMEs build credit
and financial access: SMEs represent critical building blocks that underpin both
manufacturing and service industry supply chains. They come equipped with
entrepreneurial spirit, innovation and flexibility, but early in their development they
lack the necessary track record to attract the seed credit they sorely need as they
invest upfront to build sucess. There is a valid role for government here, because in
most emerging (and even developed) economies, SMEs form a critical economic
“backbone”.

Taiwan’s SMEG program provides critical guarantees that enable a broad array
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of SMEs to secure bank financing:

In Taiwan — an island of 24 million people — there are ~1.3 million SMEs (=
97.7% of all enterprises) that employ ~8.5 million (=~78% of all employees). SMEs

remain critical to Taiwan economic dynamism and its future success.

Established in 1974, the Taiwan SMEG program is funded jointly by
government (80%) and participating banks (20%) to provide upfront credit
guarantees. Program-to-date, the Taiwan SMEG fund has provided guarantees to
>330,000 enterprises, covering ~25% of all SMEs at one time or another for a large
part of their cash flow and/or development financing. While Taiwan’s SMEG
program is fulfilling its basic mission to underpin SME growth and broaden
economic dynamism, it still has room for expansion, especially when compared vs.

Japan’s SME Guarantee programs that have benefited ~36% of all domestic SMEs.

Many other countries have established government-sponsored mechanisms that
either lend directly to SMEs or provide guarantee support that facilitates SME bank
loans. For instance, Japan relies upon a coordinated system that combines supported
guarantees and/or credit insurance to support SME funding. Yet another notable
organization is the US Small Business Administration that provides -credit
guarantees, special purpose loans and a wide array of consulting services directly to
SME clients. Countries can learn from the US model where Federal Law (e.g., The
Community Reinvestment Act) directly links a bank’s performance assessment to
their support of SMEs.

Judging relative SMEG program success ultimately requires the ability to
measure how accessible it remains to SME clientele, how much value it adds to the
domestic economy and even its own financial viability. However, one fact remains

clear, when done well, the SMEG adds significant economic value.

Government and banks should partner together to make SMEG program a
success. Government sets up policy direction to incentivize banks to channel more
resources to SMEs that can potentially make a substantial contribution to the
economic growth, job opportunities and economic restructuring. Banks offer
prudent financing to SMEs based on expertise in credit risk management and

industry knowledge. Each bank can identify segments where it is most proficient.

Furthermore, banks, not only provide funding, but also help SMEs by offering
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the products and services that meet their needs. Compared with large corporates,
SMEs nowadays are still underserved. Banks can be more creative and proactive in
serving SMEs and establishing a deeper relationship to better realize the potentials
that SMEs can make both in profits and ecnomonic value and in return, banks

achieve its financial goal.

II. Village and Township Banking (VTB) support for agricultural and rural
economic development
China has utilized economic policy to establish and support village and

township banks (VTBs) that fund credit for both agricultural and rural development:

Despite official plans that promote rapid urbanization and large-scale
metropolitan economic development, Rural China still houses more than a half
(~55%) of its total population. More than two-thirds of Chinese farmers and rural
SMEs still primarily rely upon loans from informal channels. Beginning in 2006,
the China Central Banking Regulatory Commission (CBRC) established an array of
VTBs to improve both credit as well as financial services accessible to the
less-developed rural and agricultural communities. The Chinese government has
also supported selective business tax reductions and created other financial

incentives to steer banks toward either unbanked or underserved rural areas.

Chinese VTBs, a financial institution specifically designed with a clear focus
and driven by central government mandate to perform a unique function in
broadening financial inclusion and rural development, have gradually become an
important mechanism to reduce unbanked rural areas. In 2009, China set up a
three-year plan to solve the financial services coverage problem before year 2012.
The number of established VTBs has steadily increased from 349/2010 £ 635/2011
and now totals ~ 900/2013. Most of the established VTBs are located in Central and
Western unbanked / underbanked rural areas. In October 2009, the number of towns
without financial institutions was 2,945; at end-2012, the number was reduced to
1,680 (accounting for 4.8% of total number of Chinese towns). Political differences
notwithstanding, other countries could reference these VIBs as a potential means to

revamp its rural banking system.
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