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There are lots of things we can’t cover. What we are covering, we cannot cover particularly deeply.

I’m happy to recommend some of our excellent graduate courses at the Crawford School. 



Economic development is usually taken to mean an increase 
in a country’s economic activity, usually associated with 
rising material (and non-material) prosperity and wellbeing.
Think of it as big picture, macro-development.

GDP per capita is a useful measure of economic 
development although it does not tell us about how broad-
based it is, nor does it tell us about whether the 
development will be sustained.

“GDP per capita is not a measure of social progress. It just 
happens to be extraordinarily closely correlated with social 
progress.” Harford, Sept 2022 https://www.ft.com/content/08a7134c-7a40-4bfd-b85d-a8f52208143c?shareType=nongift 

See https://ourworldindata.org/economic-growth  
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What is 
economic 
development?

https://www.ft.com/content/08a7134c-7a40-4bfd-b85d-a8f52208143c?shareType=nongift
https://ourworldindata.org/economic-growth
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https://www.gapminder.org/
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https://devpolicy.org/fewer-adjectives-
more-focus-on-economic-growth-
20220728/ 

https://devpolicy.org/fewer-adjectives-more-focus-on-economic-growth-20220728/
https://devpolicy.org/fewer-adjectives-more-focus-on-economic-growth-20220728/
https://devpolicy.org/fewer-adjectives-more-focus-on-economic-growth-20220728/


GROWTH GENERALISATIONS:

THREE STYLISED FACTS ABOUT 
ECONOMIC DEVELOPMENT

8



Low income countries tend to be poorer because 
they have: 

Less physical capital per worker (machines, roads)

Less human capital per worker (education, skills)

And because they combine their different inputs much 
less efficiently
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Economic development 
is driven by productivity 
growth



Lower income countries do have the potential to 
grow faster than developed economies

Far from the technology frontier, they can adopt 
technology and practices used elsewhere (e.g., 
patterns are particularly stark in global health)

Underpins the idea of economic convergence

Everything you know about cross-country convergence is (now) wrong

ECONOMIC DEVELOPMENT IN THE PACIFIC | RYAN EDWARDS | ANU10

Low-income 
countries can/do 
grow faster

https://www.cgdev.org/blog/everything-you-know-about-cross-country-convergence-now-wrong


Labour in rural areas (i.e., agriculture) tends to have low 
productivity

Upon moving to urban areas, labour moves to activities 
with higher productivity, thus increasing national 
productivity

The result is economic growth and structural 
transformation.

Development = fewer farmers in the world

Urbanization passes the Pritchett test
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Urbanization is a 
key part of 
development

https://paulromer.net/urbanization-passes-the-pritchett-test/
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Structural change
As incomes rise and countries develop, 

agriculture’s share falls 

As incomes rise and countries develop, the 
share of workers in the agriculture falls 
faster 

Agriculture becomes more productive

Workers move to other sectors 

Other sectors are increasingly urban

Countries follow diverse trajectories

Figure source: 2008 WDR 

https://openknowledge.worldbank.org/handle/10986/5990


CHARACTERISING PACIFIC 
ECONOMIES 

15



ECONOMIC DEVELOPMENT IN THE PACIFIC | RYAN EDWARDS | ANU16

Gross national 
income per 
capita in the 
Pacific:

levels of 
development 
vary considerably

High income 
( > $12,235)

Upper middle 
income 

($3,956 - $12,235)

Lower middle 
income

($1,006 - $3,955)

New Caledonia - 
$38,896*

Nauru - $10,750 FSM - $3,550

Cook Islands - 
$14,331*

Tuvalu - $5,090
Vanuatu - $3,170 

(2014)

Palau - $12,330 Fiji - $4,780 PNG - $2,680

RMI - $4,630
Solomon Islands - 

$1,880

(USA - ~$62,000) Samoa - $4,120 Kiribati - $1,140

(Australia - ~46,000) Tonga - $4,060 (note: mostly 2016)
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Forty years of disappointing growth
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A very simple 
typology of 
Pacific island 
economies

Countries Source of income

Resource export-led 
economies

PNG, Solomon 
Islands, Timor Leste

Minerals, oil, gas, 
timber, fisheries

Relatively diversified 
economies

Fiji, Samoa, Tonga, 
Vanuatu

Tourism, agriculture, 
remittances, aid, 

fisheries 

Tourism economies Cook Islands, Palau Tourism, aid

Small island 
economies with 

limited resources

Kiribati, Marshall 
Islands, FSM, Nauru, 
Tuvalu, Timor Leste

Aid, fishing license 
revenues, offshore 

processing



EXPLAINING RECENT 
PERFORMANCE

GEOGRAPHY 
VERSUS
INSTITUTIONS

21



“Economic growth and diversification has been 
very limited in the Pacific islands because of the 
barriers imposed by smallness and distance, and 
these barriers will not be quickly overcome. Policy 
tweaks to the business environment aimed at 
fostering the emergence of an export-oriented 
private sector are unlikely to be effective in 
generating substantial employment growth.”
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World Bank
2012



“… there may be some very 
small economies that face such 
great absolute disadvantages 
that exporting at world prices is 
either impossible or generates 
factor incomes that are too low 
to subsist. In the limit free trade 
could mean no trade for these 
economies.”

ECONOMIC DEVELOPMENT IN THE PACIFIC | RYAN EDWARDS | ANU23

Winters and Martin
2004
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Geography led to the “MIRAB” “model”
Migration, Remittances, Aid, Bureaucracy

Below: economy is largely government
Right: government is “big”  



ECONOMIC DEVELOPMENT IN THE PACIFIC | RYAN EDWARDS | ANU25

The Pacific is also quite aid-dependent
PNG: not so much, and below average for lower middle income countries (6.55%)



ECONOMIC DEVELOPMENT IN THE PACIFIC | RYAN EDWARDS | ANU26 DD MMM YY

Incredibly 
volatile 
economies
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We do see that countries 
with better ties to larger, 
richer metropolitan 
countries are more 
developed
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We also see 
that countries 
do better when 
they have 
greater labour 
mobility 
opportunities

Source:
ANU-WB (2017)

Emigrants/ 
population

Remittances 
/GDP

GDP per 
capita

Years of 
school

Open labour market 
access
Marshall Islands 22.4% 13.8% $4,630 10.9
FSM 39.2% 9.1% $3,550 8
Palau 32.8% 5.6% $12,330 10.4
High mobility
Fiji 21.5% 6.2% $4,780 10.8
Samoa 46.2% 28.2% $4,120 10.3
Tonga 50.6% 45.8% $4,060 11.2
Low mobility
PNG 0.2% 0.2% $2,680 4.6
Solomon Islands 0.3% 2.8% $1,880 5.5
Vanuatu 0.9% 5.9% $3,170 6.8

Climate affected atolls 
Kiribati 4.0% 11.1% $1,140 7.9
Tuvalu 18.4% 16.2% $5,090 ~10
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Why? Migration is simply the most effective development intervention 
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Whither a so-called brain drain? 

Pure income effect here, but there are many other channels



A dynamic private sector is necessary to 
promote inclusive growth that results in 
formal employment, investment, and 
entrepreneurship. The quality of countries’ 
institutions is the most important 
determinant of prosperity and growth.”
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ADB

The lack of economic growth and 
development in the Pacific … is the result of 
inappropriate economic policies… Aid is not 
the solution to Pacific development, but a 
major part of the problem.
Helen Hughes

Institutionalist perspectives



Attempts to identify episodes of growth and non-growth, and understand 
factors behind 
Pritchett (1998) methodology

Eight small and micro-states of the Pacific
FSM, RMI, Palau, Samoa, Tonga, Kiribati, Tuvalu, Vanuatu

Samoa and Vanuatu experience suggests that economic reform can lead to 
growth spurts 
See also the Cook Islands

Unless aid leads to changes in institutions and policies, no long-lasting growth 
impacts
FSM and RMI experienced suggests aid can prop up GDP in the short run 

But can have adverse impacts over the long run

Link to article
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Sources of 
Growth 
Spurts in 
Pacific Island 
Economies

Ron Duncan

Asia and the Pacific Policy 
Studies, 2016

https://onlinelibrary.wiley.com/doi/full/10.1002/app5.125
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Economic geography MIRAB Institutionalist

Productivity

Constraints to trade & FDI limit 
opportunities for the 

technology transfer needed for 
such growth

Migration can help with 
transfer of technology. 

Incomes in PICs can still rise 
as a result of remittances + 

aid

Barriers to business and 
exchange rates limit 

opportunities for such 
growth

Convergence
Normally, yes. But constraints 

to trade & FDI in PICs limit 
opportunities for such growth

Geography a constraint, but 
can be overcome

Such growth depends on 
institutions that facilitate 

investment

Urbanisation
Small size prevents urban areas 

of sufficient size from being 
established. Growth suffers. 

Migration can address the 
geographical constraints 

suffered by PICs

Institutional bias against 
rural areas (high exchange 

rate + unequal service 
delivery) must stop



Both views are obviously not mutually exclusive, and in many ways correct. 

See Pacific Possible, which I’ll return to at the end. Link to Pacific Possible

Most importantly, economics is an increasingly empirical discipline, putting the science back in 
social science

While it is still challenging to predict sustained economic growth, there is an abundance of credible 
empirical evidence on most more precise development and aid questions 

(e.g., aid absolutely can be effective, geographic and institutional constraints can be overcome, and migration is 
usually great.) 
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https://www.worldbank.org/en/who-we-are/news/campaigns/2017/pacificpossible


MODERN DEVELOPMENT 
ECONOMICS

I.E., DEVELOPMENT MICRO

35



Development economics is not all about economic 
development and growth. 

Modern economics is more about tools and their 
applications, not the topic
These applications are helpful for understanding so 
much more than these massive questions, and are 
increasingly micro 

The best way to think of and evaluate aid and policy 
interventions for effectiveness

Development macroeconomics: 

Why are some countries poor and others rich? 

How do we achieve long-term economic growth? 

How does public debt affect the economy? 

Development microeconomics examples?  
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How can poor families get out of poverty? 

Do anti-poverty and social protection programs actually work? 

Why do some children get an education and others not? 

Does giving out textbooks (or, free fees) improve learning?
Why do people underinvest in health? 

Why are early childhood investments so important, and how can they be 
promoted? 

How can we improve vaccine take-up? 

How can child labour in developing countries be reduced? 
Why is there so much informal and self employment, and are formal jobs 
better? 

Why do farmers not adopt productivity improving technologies? 

Why do people migrate, and what prevents people from moving? 

Why do the poor borrow (or remit) at such high rates? 
How can corrupt behaviour be reduced? 
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Just a few development 
microeconomics 
examples



"for their experimental 
approach to alleviating 
global poverty.“

"for his empirical 
contributions to labour 
economics“ (Card)

"for their methodological 
contributions to the analysis 
of causal relationships."
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Economics is increasingly empirical micro, 
particularly development
We have seen a “credibility revolution” across the 
social sciences, which has transformed the way 
research is done and how we assess causal 
claims, attribution, and what evidence is credible. 

Standard economics tools are critical for good 
policy design in many areas

(e.g., COVID response and debate in Australia: 
trade-offs, cost-benefit, behavioural responses, 
optimal contract designs, externalities, public 
finance issues, evidence on what interventions 
work etc.)
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The credibility revolution has not yet reached the Pacific

http://iresearch.worldbank.org/PovcalNet/povOnDemand.aspx
https://dhsprogram.com/


Wood et al 2020

Asia and the Pacific Policy Studies

Link to article
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Australian aid 
projects: what 
works, where 
projects work, and 
how Australia 
compares

https://onlinelibrary.wiley.com/doi/full/10.1002/app5.300


How can anyone prioritize, track progress, or 
make policy decisions without data or credible 
evidence on policy impacts?
Donors, governments, and contractors cannot 
credibly be held to account without data or and 
credible (c.f., MEL consultants) evaluations 
(institutional view here), and it is left to ideology, 
connections, anecdotes, and pet projects. 

Why do we care? Australia is the main donor 
responsible for the region, which is lagging the 
rest of the world in this regard (data existence 
and availability, evidence-to-policy, and quality of 
evidence) and home to several fragile states.
Is this part of the reason for reasonably weak 
performance of development (domestic policy) 
and aid in the Pacific? 
Very likely, if we think that governance or  
informed decision making is important!  
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Example: Pacific Early Age Readiness and Learning 
Program 

ECONOMIC DEVELOPMENT IN THE PACIFIC | RYAN EDWARDS | ANU45 DD MMM YY

Good aid and policy 
evaluation is feasible

There are nascent regional developments, with a lot of promise, and lots of interest in countries

J-PAL Social Protection Initiative and K-CAI 

Innovations for Poverty Action new Pacific projects

ANU-ADBI Pacific Research Partnership 

Devpol Pacific Research Program projects and engagement

https://www.worldbank.org/en/news/feature/2019/05/07/pearl
https://www.worldbank.org/en/news/feature/2019/05/07/pearl


Rigorous casual impact evaluation of NZ’s RSE scheme
Famous as “best practice” program, due to large stream of highly impactful casual studies

Together with our early and continue work at Devpol, arguably responsible for much growth in the 
SWP, the PLS, and the entire labour mobility agenda today. 

Keys to success in research-to-policy impact? 
You need a rigorous quantitative casual design people believe.

Government must be committed to high qualiy evidence informing their policies, and champion 
independent research with with various stakeholders to make it happen.

Here, NZ government and stakeholders workers closely with researchers in terms of data access 
and program administration. Building in an equitable partnership from design stage. 

Will the PLS and SWP be different? How will they compare to RSE? How will 
RSE come out ten years on? Stay tuned! J 
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The 
Development 
Impact of a 
Best Practice 
Seasonal 
Worker Policy
John Gibson and David 
McKenzie

The Review of Economics 
and Statistics 2014

https://direct.mit.edu/rest/article/96/2/229/58129/The-Development-Impact-of-a-Best-Practice-Seasonal
https://direct.mit.edu/rest/article/96/2/229/58129/The-Development-Impact-of-a-Best-Practice-Seasonal
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The 
Development 
Impact of a 
Best Practice 
Seasonal 
Worker Policy
John Gibson and David 
McKenzie

The Review of Economics 
and Statistics 2014

https://direct.mit.edu/rest/article/96/2/229/58129/The-Development-Impact-of-a-Best-Practice-Seasonal
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Induced sharp increase in discrimination against Indians

Large emigration wave, mostly by skilled Indians

What designs  are available here?

Result: Increase in skill investment saw net skill stocks rise

Rather than general increase (e.g., from repatriated incomes),   heavy 
investment in migration-specific skills (max. points!) 
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Case study: 
1987 Fiji 
coups
Human Capital 
Investment under 
Exit Options, 
Chand and 
Clemens 2019
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“Pacific Possible recognizes the constraints that geography imposes, but asks 
the question as to what would be possible if the few existing opportunities for 
economic growth were fully exploited and what reforms would be necessary 
to unlock these opportunities.” 

Five key areas of opportunity in Pacific Possible:

1. Tourism, the main opportunity for many countries

2. Labour mobility, up to $13 billion additional net income

3. ICT, for jobs and productivity
4. Fisheries, additional $300 million in revenue (Kiribati, Tuvalu, FSM)

5. Deep sea mining, although many risks and knowledge gaps. 

Plus: agricultural productivity and rural development, market access and 
integration (locally and internationally), introducing more social protection, 
and improving service delivery and governance. 
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What are the 
opportunities?

https://www.worldbank.org/en/who-we-are/news/campaigns/2017/pacificpossible
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