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New essays showcase views from leading thinkers on state-business relations, industrial policy and economic growth 

9 September 2010

A new study, Effective State-Business Relations, Industrial Policy and Economic Growth, is published this week. Edited by Dirk Willem te Velde of the Overseas Development Institute (ODI), this collection of essays by internationally distinguished scholars, including Justin Yifu Lin from The World Bank and Kunal Sen from Manchester University, discusses the nature of state-business relations (SBRs), and the links between SBRs and economic performance. 

The study, a joint publication from research consortium Improving Institutions for Pro-Poor Growth (IPPG) and ODI, also showcases the results of IPPG’s research work on state-business relations in India and sub-Saharan Africa 2005-2010. 

Contributors to the collection include: 

Abla Abdel-Latif, American University, Cairo

Tilman Altenburg, German Development Institute

Massimiliano Calì, Overseas Development Institute

Karen Ellis, Overseas Development Institute

Justin Yifu Lin, The World Bank

Hubert Schmitz, Institute of Development Studies (IDS)

Kunal Sen, Manchester University.

Justin Yifu Lin’s essay, drawing on recent work on a new structural approach to economic development, outlines a path towards an optimal framework for state-business relations: “The general concern with state involvement in economic development is its propensity to create suboptimal business arrangements and practices, inefficiencies and costly distortions that open the way to rent seeking. In this context, establishing successful SBRs requires an appropriate policy framework which allows the state to support industrial development and technological upgrading but also minimises opportunities for rent seeking.” 

“Our study shows that when the state and business interact effectively, they can promote more efficient allocation of scarce resources, conduct a more appropriate industrial policy, remove the biggest obstacles to growth and create wealth more efficiently,” says te Velde, who also contributes a ten-point conclusion on state-business relations and economic performance. “But when the two sides fail to co-operate, or engage in harmful collusion, economic activity centres on wealth creation for the few rather than the many.”

Effective State-Business Relations, Industrial Policy and Economic Growth is free to download from www.ippg.org.uk or www.odi.org.uk from Friday 10 September. Essays are available singly or as a complete set.
Contents summary:

· Chapter 2 by Lin draws on recent work on a new structural approach to economic development and outlines a path towards an optimal framework for SBRs. 

· Chapter 3, by Te Velde, goes to the heart of the discussion among political scientists and economists studying SBRs, asking whether it is possible to measure SBRs meaningfully. Te Velde constructs SBR measures for 20 African countries over three decades, measuring the organisation of business and government actors, the fora that bring the two sides together and a set of competition principles ensuring absence of collusive behaviour. 

· Calì, in Chapter 4, measures SBRs using observable variables at the state level for India over time.  Chapter 6, also by Calì, deals with IPPG’s research on Indian states, suggesting two new ways to disentangle the complex relationship between state-business relations and economic performance.

· In Chapter 7, Altenburg presents findings from a study on the role of industrial policy in seven low- and lower-middle-income countries: Egypt, Ethiopia, Mozambique, Namibia, the Syrian Arab Republic, Tunisia and Vietnam.

· In Chapter 8, te Velde discusses the findings of four African case countries (Ghana, Mauritius, South Africa and Zambia) on SBRs conducted by African IPPG researchers.

· In Chapter 9, Ellis summarises ODI research which suggests that the relationship between government and large businesses is often more important in determining market outcomes than competition and market forces. 

· Sen in Chapter 10 discusses how a harmful collusive relationship turned into a more collaborative relationship in India in the mid-1980s and early 1990s, and the range of impacts on different states. IPPG research has shown that variations in regional institutional quality captured by the quality or effectiveness of SBRs can explain variations in economic growth in Indian states.

· In Chapter 11, Abdel-Latif and Schmitz discuss work conducted through IDS on the impact of SBRs in Egypt.
Contact:  

Overseas Development Institute: media@odi.org.uk  

Improving Institutions for Pro-Poor Growth: s.martin@odi.org.uk    

Notes for editors: 

1. IPPG is the shorthand name for the inter-disciplinary Research Programme Consortium on Improving Institutions for Pro-Poor Growth. IPPG supports innovative scholarly research, and seeks to influence development policy and practice that contributes to the UN Millennium Development Goals (MDGs). Contact: ippg@manchester.ac.uk. 
The IPPG-authored chapters (all apart from chapters 2, 7, 9 and 11) were supported by UKaid from the UK Department for International Development (DFID). The views expressed in IPPG’s papers are entirely those of the authors and in no way represent the official policy of DFID or the policy of any other part of the UK government or other organisations mentioned in this publication. 

2. ODI is Britain's leading independent think tank on international development and humanitarian issues. ODI's mission is to inspire and inform policy and practice which lead to the reduction of poverty, the alleviation of suffering and the achievement of sustainable livelihoods in developing countries. We do this by locking together high quality applied research, practical policy advice, and policy-focused dissemination and debate. We work with partners in the public and private sectors, in both developing and developed countries. ODI was ranked as the leading non-US think tank for international development in Foreign Policy magazine's 2009 think tank index. 
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