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Mohamed El-Erian rightly observes that inflation fears and evident global supply chain problems
“are much more consequential” for the structurally weaker developing countries that remain “on
the receiving end of disruptive financial market trends” (“Alarm bells are ringing for the developing
world”, Markets Insight, October 19). But focusing on the immediate problems, while it is
warranted, draws only a partial story of emerging markets.

Now, more than ever, we should be thinking about the sustainability of the development models of
the smaller economies. While OECD members and larger emerging market economies are capable
of rolling out stimulus and public spending packages, the fiscally constrained, least-developed
economies appear to be at risk of being sidelined, if not pushed back in their development.

This means that the small economies need to critically assess the development model alternatives
and, most importantly, the role of the state in this picture. One could suggest five possible options.

The first, pending access to adequate funding, is to attempt a big-push programme of economic
reforms channelling investment to strengthen key employment sectors (usually, in agriculture or
services) and, with luck, dedicate a substantial share towards more competitive sectors (for
example, IT). The second, geopolitics excluded, is to opt for a much closer integration with either
the larger regional economy or the leading trading partner. The third, hypothetical strategy is to
form a union of mutual assistance and leverage collective capacity in human and productive
resources to strengthen each other’s macroeconomic foundations.

The fourth option, a nod to our times, is to involve the entrepreneurial and investment potential of
the large expatriate community (diaspora) that is now a feature of most small economies.

Finally, the fifth approach would be to leave things as they are with hopes of some rebalancing in
the near term.

The true model is yet to evolve perhaps at the intersection of some or all of the above options.

Aleksandr V Gevorkyan
Henry George Chair in Economics,
The Peter J Tobin College of Business,
St John’s University, New York, NY, US

Letter: Small economies require new development model https://www.ft.com/content/18d19374-8da9-4472-b54a-a5ec7de547e1

1 of 1 11/7/21, 6:09 AM

https://www.ft.com/content/587a6a39-54ed-4d69-a677-5663cc9880f2
https://www.ft.com/content/587a6a39-54ed-4d69-a677-5663cc9880f2

