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ABSTRAKT

LESAY, Ivan: Eurdpska investicnd banka a jej rozvojovy diskurz v kontexte tedrii ekondmie
rozvoja. B Slovensk} akadZmia vied. Ekonomick! cestav.cbliyp Peter Sta, CSc., hot
prof. b Bratislava: E0O SAV, 2010, 136s.

Cielom predkladanej dizertaej price je zrekon"truovarozvojov! argument Eur—pskej
investenej banky B zmapotvaak!m sp™sobom majce fadamotnej Banky jej invest'cie
v tzv. rozvojovom svete prispiek ekonomickZmu rozvoju dievich kraj’n. Stanoven! cié
sa realizuje na ztklade anallzy textov Eur—pskepiiinej banky. Rozvojov! diskurz EIB sa
nisledne konfrontuje s najviznamnej”mi te—rianunekmie rozvoja v snahe identifikbva
jeho in"pirfcie v niektorej (-Ich) z tichto te—i®krem snahy identifikovaideologick! zdroj
rozvojovZho diskurzu EIB sa tie# pristupuje kuigki¢j diskurz’vnej anallze (CDA) s cfem
identifikova® diskurz’'vne praktiky a techniky rozvojovZho diskwrEIB. Prvi nosnfag’
dizertanej price kategorizuje relevantnZ te—rie ekon-ezmgar do "tyroch kateg—ri: 1.
rann} ekon—mia rozvoja, 2. washingtonsk! konselzymstwashingtonsk! konsenzus, a 4.
heterodoxnZ pr'stupy k ekon—mii rozvoja. Drtst price predstavuje in"titoeciu Eur—pske;
investiénej banky, vritane jej p™sobenia v oblasti rozeojaftane prezenticie jej tzv.
rozvojov!ch mandttov. Tretidgag’ tvor jadro price B analyzuje texty tlkajcece zaaja
publikovanZ Eur—pskou invé&stu bankou. Pokce"a sa ich zataddo jednej zo "k™I
ekon—mie rozvoja a tie# kriticky analyzuje rozviojiiskurz EIB. V!sledkom price je ztver,
#e EIB sa vo svojom rozvojovom diskurze z preva#iasti in"piruje washingtonsk!m
konsenzom, a#e EIB pou#va takZ diskurz'vne t&ghaipraktiky, ktorZ jej umdtajoe
presadi a udr#é vlastnZ hegemonickZ a ideologickZ postultty vkaidtz rozvoja.

K!a"ové slova:
Eur—pska inve&tit banka, ekonomick! rozvoj, rozvojov! diskurz, ree-ekon—mie rozvoja,
kritick} diskurz'vna anal'za.



ABSTRACT

LESAY, Ivan: European Investment Bank and its development diseon the context of
development economics theorid3. Slovak Academy of Sciences. Institute of Ecooomi
Research. B associate professor Doc. Ing. Pete¢tkStaSc. b Bratislava: EO SAV, 2010,
136 pp.

The aim of the dissertation thesis is to reconstiie European Investment BankOs
development argument D i.e. to map in what manmerBank claims its investments to
contribute to economic development in the so-catlledeloping countries. The stated aim is
carried out basing on an analysis of EIBOs texis. development discourse of EIB is
consequently confronted with the most eminent dgwekent economics theories in an effort
to identify its inspirations in some of them. Be=sckfforts to identify the ideological sources
of EIBOs development discourse, Critical DiscoArsaysis (CDA) is applied, too, with the
aim to identify its discoursive practices and taghes. The first part of the dissertation thesis
categorises relevant development economics themtiegour groups: 1. Early Development
Economics, 2. Washington Consensus, 3. Post-WaskinGonsensus, and 4. Heterodox
Approaches to Development Economics. The secontl gfathe thesis introduces the
institution of European Investment Bank, includitgyoperation in the field of development
and including its so-called development mandatés. third part forms the core of the thesis
b it analyses EIB published texts related to dgmetnt. It seeks to classify them with one the
development economics currents and also criticatiglyses EIBOs development discourse.
The thesis concludes that EIB is inspired predontlgaby the Washington Consensus in its
development discourse and that it uses discoutsislniques and practices that enable it to
promote and perpetuate its own hegemonic and idgaalb postulates in the filed of
development.

Key words:
European Investment Bank, economic developmenteldpment discourse, development
economics theories, Critical Discourse Analysis.
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Preface

The European Investment Bank (EIB) certainly is atinstitution that would often hit
the front pages of newspapers. | first came acEISs some six years ago when |
happened to read some campaign materials produgeh bnternational network of
nongovernmental organisations. Pictures depicteéists dressed in overalls with a
label OConcerned Tax PayerO rallying in front & BankOs headquarters in
Luxembourg. Another picture showed three monkeyg with closed eyes, one with
closed ears, and one with closed mouth. The slbgaeath the picture read OEIB: Sees
no problem, hears no complaints, gives no inforomédi. As | read in the materials, the
aim of the campaign was to express concerns thstitdethe fact that EIB is a public
institution (therefore the reference to concerned payers), it is not transparent and
accountable to publicly controlled institutions addes not apply environmental and

social standards when investing. This was my énstounter with EIB.

Few years later, in 2006, | took the opportunitystart working for the organisation that
produced the abovementioned material and led tmpa@n to reform EIB. It was about
this time that | learnt that the Bank does not éhamly in Europe, but also in Othe SouthO.
Within the organisation itself, the growing attentito and focus on EIBOs investments
outside the EU was a strategic decision resultiogn ftwo facts. First, cooperation and
information exchange with local communities and amigations in EIBOs Opartner
countriesO pointed out to the fact that the impafctee BankOs investments are often
more problematic from environmental and social pofrview outside the EU than inside
it. Second, NGOsO focus on investments outsideUhmade it impossible for the Bank
to defend itself in the same way it did before. Whehallenged on the lack of
environmental and social standards and on the itsmddts investments within the EU,
the Bank could argue that that kind of a conceradsquately addressed by the high-
standard legislation valid in all the EU Member t&a(environmental and social
protection laws, impact assessment etc.). Howeékat,argument was not applicable for
most of developing countries where national envitental and social legislation can

hardly be considered sufficient or comparable &b it the EU.



So I joined this campaign for several years — this gave me, among other things, the
opportunity to get to know the Bank closer. However, I have never thought myself to be a
proper campaigner and activist. I have always wanted to dig deeper and analyse what is
behind the campaign slogans that have to be — by definition — simple and eloquent.
Therefore, when I enrolled to the PhD. programme and had to specify and narrow down
my originally very broad research scope — “Global income inequality and the role of
International Financial Institutions” — I thought it would be a good idea to slightly modify
my original intentions and study EIB in the context of development economics. And I

still do think so.

Regarding the angle from which to tackle the research topic, I saw several options. The
first idea that came to my mind was, obviously, to study the concrete EIB investment
activities and their impacts in developing countries. Then I could have confronted them
with EIB’s declared developmental intentions, for example. As interesting and important
such a research enterprise would be, I could not undertake it. First, analysing the impact
of EIB’s investments on development would be extremely difficult from the technical
point of view (lacking statistics for example), far beyond my capacities and possibilities.
But second, and even more important, it would be probably very difficult to identify and
separate the ‘EIB factor’ from other influences that obviously have an impact on the
situation in target countries. There are often other forces shaping the situation in
developing countries and also other financiers — public and private — involved in the
projects EIB supports. It would be therefore very demanding to rigorously prove that this

particular EIB investment activity is responsible for this particular development impact.'

However, what struck me while studying the materials published by the Bank and while
thinking of my research question was how smoothly and non-problematically the issue of
development was presented by EIB. An optimistic vision was being put forward of how
the EIB shareholders’ interests somehow automatically accord with the needs of

developing countries. Even at the time when the World Bank already used a relatively

! Nevertheless, I believe that — on the condition of sufficient funding — it would be worthwhile for a team of
researchers or an institution to carry out a comprehensive empirical analysis of EIB’s development
investments and their impacts.



sophisticated language (incorporating also some of the previous criticisms against the
limited approach to developing countries) when justifying its development activities, EIB
seemed to content itself with a minimum of simple phrases to substantiate its
development investments outside the EU. This is when the idea was born to analyse to
what extent EIB is theoretically fit and competent to engage in the issue of development
and where it draws its inspiration from. The second major idea for this research — to study
not only sources, but also discoursive practices of EIB — developed in the course of
writing the dissertation thesis. First I did it somehow intuitively after noticing some
interesting practices applied by EIB in its developmental discourse, and then I was

instructed to apply the Critical Discourse Analysis in this task.



1 Introduction

Motto:
ORecent discussions have also emphasized theaneadlfilateral development banks to
embrace intellectual diversity and to avoid the dragny of a single view of economic

development@campo, Kregel, and Griffith-Jones 2007: 8).

So far, | have tried to introduce my dissertatiop@sonal history and, so to say,
subjective reasons that have brought me to stu@yiklthe context of development
economics. What about Oobjective® arguments ur faf/selecting this topic? It is a
legitimate question to ask why to study the Europeaestment Bank in the context of
developing economics at all, and particularly, wbystudy the BankOs development
discourse. It can be indeed argued that the Baokm and impact on development is
trivial. First, compared with other official flonand private financial flows, the level of
resources provided by multilateral development bamd& developing countries is
relatively low (Ocampo, Kregel and Griffith-Jone®0Z: 87). Second, even among
Multilateral Development Banks (MDBs), EIB is ndtet most prominent player in the
field of development B neither in terms of moneyt (@ invests still mainly within the
EU), nor in terms of intellectual influence (unljk®r example, the World Bank, EIB

does not engage in policy reforms in developinghtes).

However, | do believe there are several good resadonundertake this research
enterprise. We can basically sum them up in thieidhg way. First, EIBOs activity in
developing countries has been increasing in volame in significance in the last two
decades and is expected to continue in this tr8adond, the BankOs operation outside
the EU has not been completely uncontroversial #h s increasing activity in
developing countries, also its impact started talmdlenged and its development record
disputed by local communities and non-governmentgianisations. Third, the two
abovementioned phenomena have not been paid aopajape attention in academia and
are under-researched; in fact, | have not beentalfiad any academic publication that
would deal with the link between EIB and developmeespite the fact that a robust

body of literature exists on other Internationahdficial Institutions (IFIs) and their



operation in the field of development. Fourth, doeating potential deficiencies of the
Bank in this area of its activity can contribute datical questioning and potentially

changing the power relations EIB is part of.

EIB has become one of the largest IFIs in the woN@th an annual portfolio of EUR
57.6 billion for 2008, the European Union housekbiarresponsible for about double the
amount of financial investments made by the WorithiB EIBOs investment portfolio,
mission and area of interest has been developimny grown substantially since its
creation, and now EIB already is a major financtdevelopment projects around the
world, with EUR 6.15 billion or more than 10 % da$ ioverall lending portfolio lent
outside of the EU in 2008. In the period 1997 B22@BOs financial support to the
private sector in Latin America was ranked thirdeafthe International Finance
Corporation (IFC) and the Inter-American Developm&ank (IDB). EIBOs lending
outside of the EU is greater than that of the Amidevelopment Bank (AfDB) or the
European Bank for Reconstruction and DevelopmeBR(®), and comparable to that of
the Asian Development Bank (ADB). According to sostatistics, EIB is the biggest
public financier not only in the whole world, busa in developing countries (Wright
2007: 55) The volume of EIBOs financing outside the EU éseimsing and is likely to
increase in the future, especially in the contefixthe global financial and economic
crisis® What is more, the developmental role of EIB migjghificantly increase after the

potential merger with EBRD that has been discu$sed.

Expanding activities of EIB in developing countriasoused concerns among several

non-governmental organisations in Europe and locganisations and communities in

% This statistics does not take the World Bank Grasipne institution. Instead, it is split intoifgividual
financial institutions B IBRD, IFC, IDA.

% See for exampliFls cooperate to provide US$15 Billion to Respeméinancial Crisis in Africa -
International Financial and Development Institutioto Coordinate Response through African Financing
Partnership

* EBRDOs original mandate to finance market ecommmylemocracy development in the post-communist
Europe and Asia will be close to be over in 201@mvh will stop investing in all eight of the Easte
European countries that joined the EU in 2004. Medported that a document discussing the merger of
EIB and EBRD was circulated among the EU financeistérs in March 2008. See for example the
Financial News coverage: http://www.efinancialnewes/story/2008-03-06/eu-weighs-merger-plan-for-
development-banks.



the target countries. First the Bank’s record in transparency started being challenged. EIB
argued that its secretiveness was a result of its function as a financial institution.
However, a comparative study revealed that EIB is vastly less transparent in some critical
areas than other public IFIs, such as the World Bank Group and EBRD, both of which
operate in the public and private sectors (Bank Information Center 2005).” Second, the
question to whom EIB is actually responsible and accountable was raised. EIB has an
ambiguous legal dual-status — that of both a legally independent financial institution, and
also a component part of EU institutions. On the one hand the Bank is legally bound to
act within the limits of the European treaties, and on the other hand it is accorded an
autonomous legal personality in order for it to function successfully as a financial
institution (Bizzarri 2004). Third, and the most important, EIB’s investments in
developing countries started being questioned for their developmental, social, and
environmental impacts. Rather than supporting development, the Bank is being accused
of investing in raw materials extraction for the markets in the EU, of supporting the
companies from the EU Member States, of investing in controversial large dam projects,

and of lacking environmental and social policies and impact assessment mechanisms.

Despite the fact that EIB has become a major public financier in the field of development,
and despite the fact that this activity of the Bank has been quite heavily criticised by civic
organisations, there is nothing published on this phenomenon in academia to the best of
my knowledge. All the relevant sources I have been able to find are either those
published directly by EIB, or those written by NGOs critical of the Bank’s operation in
developing countries. This can be partially explained by the fact that the phenomenon of
EIB as a publicly perceived key development player is relatively recent. It can take some
time to rigorously process a material that is first and promptly taken up by civil society
and politicians. This dissertation is hoped to be one of the first modest contributions to
studying the so far under-researched phenomenon of EIB’s role and operation in

development.

> There have been some improvements regarding EIB’s transparency in the recent years; however NGOs
call for much more to be done in this respect. See for example in Cyglicki and Antonowicz (2007).

6 See for example Colajacamo (2006), WEED (2008), Pottinger (2007), Wright (2007), Kumwamba and
Simpere (2008) and Wilks (2010).



And finally, it is important (at least for me) ttudy EIB in the context of development
economics theories to be able not only to undedsitaibut also to contribute to changing
it. | am subscribing to the attempts performed Q¢ to confront the BankOs operation
in developing countries. In a similar line, my ras# seeks to scrutinise the BankOs
theoretical equipment for operations in the lesgetiwed regions of the world, but
should not end up only with scrutiny. It definiteg/not a neutral research (I doubt there
can be such in social sciences), but it is eng&ystiould the hypothesis regarding the
BankOs theoretical ill-equipment be confirmed réisalt of this research can be further
used to put pressure on this public institutiol@éochanged. Similar research tasks have
been undertaken regarding other IFIs. Notably therldlVBank and International
Monetary Fund (IMF) have been targeted with clatimst they rather represent their
shareholdersO interests in the first place, an(themefore) ideologically limited in their
inspirations when operating in developing countri@ee of the aims of my research is
thus to check how similar claims would be testedirzg EIB and whether EIB does its
part in perpetuating the hegemonic developmentodise as practised by other IFIs.
This dissertation thesis on EIB, in FaircloughOsisygerforms critical questioning of

social life in moral and political terms.

Research Questions, Hypotheses, and Theoretical Bac  kground

I have indicated my research questions alreadyraktimes in this introduction. | will
try to formulate them now explicitly and more pssdy. The major question | am asking
in this research is: What are the ideological sesiaf inspiration for EIBOs development
discourse? Operationalised in my research b igdsiple to identify and reconstruct
something that can be called EIBOs developmemuigsg; and can it be claimed to
overlap with one of the four development econonuagents of thought? A parallel
question that | am trying to address is: What heediscoursive characteristics of EIBOs

development discourse?

My hypothesis is that EIB is consistent in its depenental argumentation, and

therefore, one can talk of a specific EIBOs dewsdop discourse. This discourse, |



hypothesise, is inspired by the discourse practiced by other IFIs (notably the World Bank)
in the 1980s and 1990s. Out of the four traditions in development economics, I assume
EIB’s development discourse is compatible with the one of the Washington Consensus.
Regarding the second research question, my hypothesis is that EIB’s development
discourse forms a part of and contributes to the hegemonic development discourse of
global financiers’ community. The Bank’s development discourse can thus be

characterised as one-dimensional, non-dialogical and power-embedded.

I have just used — and will keep using further in the text — the notions ‘hegemony’ and
‘ideology’. Let me explain what I understand under the terms. My understanding of the
relationship between discourse and hegemony is based on Gramsci (1971). His analysis is
useful in portraying discourse as a practice of power and domination. According to
Chouliaraki and Fairclough (1999: 24), Gramsci’s ‘hegemony’ emphasises the
importance of ideology in achieving and maintaining relations of domination by consent
rather than coercion. Discourses assume a certain power over how individuals think and
behave (Harvey 1996: 83). Hegemonic discourse is thus a discourse that makes certain
vision look more ‘natural’ than others and is internalised by actors without them knowing
that they yield to a particular ideology and power interests. When referring to ideology, 1
draw mainly on those authors who focus on ideas of true and false cognition, where
ideology is seen as illusion, distortion and mystification. However, ideology does not
refer only to belief systems, but to questions of power, and particularly to legitimating the
power of dominant social groups or classes (Eagleton 1991: 3 — 6). Ideology in my

understanding thus stands for meanings applied to sustain relations of domination.

The research itself consists of three general elements — the analysed case (EIB),
theoretical background (development economics), and the methodological approach
(discourse analysis). As can be seen from the three elements, the research subject matter
itself called for an interdisciplinary approach. Trained in political science (political
economy) and aspiring for a PhD. in economic theory, I thought myself to be apt to

undertake this kind of research. Already for a long time interested in how power is



practised in political and economic discourses, I am trying to apply a specific version of

politico-economic sociology in this research on EIB.

To be more specific, I have decided to analyse EIB under the theoretical framework of
development economics. There are many theoretical schools, traditions, currents and
directions in studying the economic development. If I seek to identify to which of the
traditions EIB’s development discourse is owing to, I have to make some categorisation. I
do admit it is an arbitrary classification — as I divide four currents, somebody else could
make just two, five, or even eight categories, and even with completely different labels
that I am choosing. Nevertheless, for the purposes of my dissertation, I have decided to
separate the following currents in development economics:

1. Early development economics

2. Washington Consensus

3. Post-Washington Consensus

4. Heterodox approaches to development economics
As the Bank is an economic institution and is aimed to foster economic development in
its particular way, this framework seemed most appropriate to me. Therefore, first, I am
focusing in my theoretical framework predominantly only on development economics
and individual development economists, not on broader development studies and
individual development theorists respectively. Second, I refer to development economics
as a separate sub-discipline of economics established and institutionalised after World
War ILI.” Although the four selected categories are necessarily limited by the criteria of
time (period after the 1940s) and discipline (development economics), they still represent
a variety of theoretical approaches in the aspects of history and ideology, and therefore

constitute, I believe, a good reference point for the development discourse of EIB.

" Economic thinkers before this period paid a great deal of attention to the issue of economic development,
too, despite the fact that not all of them are normally considered as forefathers of development economics.
Textbook on pioneers of development economics edited by Sundaram (2005) provides an invaluable tool
for systemisation of the work by great economists who contributed to this discipline. Similarly, there were
and are many development theorists who — while not being economists — nevertheless significantly
contributed also to the discipline of development economics. However, neither of these two groups is
introduced in my thesis for the reasons of limited capacity and staying focused.
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In order to present the arguments of the four dgrekbnt economics currents
parsimoniously, and in order to be able to benckntlaem against the reconstructed
EIBOs developmental argument, | am asking theafioiipquestions to be addressed by
each of the four traditions:

e What is development and how can it be achieved?

e What are the impacts of free international tradelevelopment?

e How should developing countries dispose of theiurs sources?

e What are the roles of private and public sectofsstering development?

e What are the impacts of foreign direct investmentievelopment?

e What is the importance of financial services sefdodevelopment?
All of the questions find their reflection in EIB@svelopment discourse. After
comparing the answers provided by the four grouitis the answers presented in EIBOs
development discourse, | hope | will be able tontdg some affinities between the

BankOs discourse and one or more developmentetheori

Methods and Approach

If the aim of my dissertation is to document theoldgical inspirations of EIBOs
development discourse and to analyse EIBOs devatb@mreasoning from the
discoursive point of view, my methods and approd@w primarily from the works of
Norman Fairclough (2003, 2006). Critical discoues®lysis (CDA) as developed by
Fairclough provides the theoretical background angeful methodological tool for my
approach to EIBOs texts related to the issue @lajedent. Let me briefly sum up the
main points introduced by Fairclough (2003) thdind particularly relevant for my

thesis.

First of all, | shall keep referring to OEIBOs Idpweent discourseO in the course of my
thesis, but what | am technically referring toustja part of the BankOs discourse, namely
development related texts produced by EIB. | am aoalysing other parts of its
development discourse, such as oral statements yaB&0s officials etc. When | will

be analysing the texts produced by EIB, | will lmnd so not merely linguistically, but
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primarily focusing on their Qinterdiscursive® &spec seeing them in terms of the
different discourses they draw upon and articulaggether (Fairclough 2003: 3). In the
case of the texts produced by EIB, | will also paut to their relationship to other texts,
such as those published by the World Bank and dEisD i.e. | will seek to study their
Ointertextuality® which reflects how they draw ,upmorporate, recontextualize and
dialogue with other texts (Fairclough 2003: 17). &vhl refer to a Odiscourse® or

OdiscoursesO, | follow FaircloughOs definitiocobdamy to him, discourses represent

aspects of the world B the processes, relationstanctures of the material world, the Omental d@if
thoughts, feelings, beliefs and so forth, and teeas world. Discourses not only represent the das it is
(or rather is seen to be), they are also projeciiveginaries, representing possible worlds whioh a
different from the actual world, and tied in to jewis to change the world in particular directions
(Fairclough 2003: 124).

Not every separate representation can constitutiés@urse; there has to be certain

commonality and continuity in the way the worldépresented, as well as certain degree
of effectivity of discourse, i.e. its Otranslationi® non-discoursal aspects of social life.

Linking texts to a particular discourse is feasiélen if the realisation of that discourse

in the text is minimal (Fairclough 2003: 124, 1288).

CDA is an analysis of the dialectical relationshiggtween discourse and other elements
of social practices (Fairclough 2003: 205). Thesktionships and links are worth
studying, as texts are elements of social eventsitee meanings of texts can have causal
effects and bring about changes. One type of teisets, namely ideological effects, is
crucial for my thesis as they can contribute tal@sthing, maintaining and changing
social relations of power, domination and explaitat It is in this context of power
relations that | will scrutinise the EIB texts reld to development, and | will also try to
decipher the assumptions they rest on. It has toobed, however, that identifying some
parts of the studied texts as ideological would nwke them necessarily untrue
(Fairclough 2003: 9).

| do realise that referring to the OEIB-authored® in the course of my dissertation
thesis is a simplification. EIB is not a monolitiather it is a giant institution with many
individuals working for it and influencing the finahape of the texts produced by it.

Fairclough (2003: 22) distinguishes two causal pswehich shape texts, social
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structures and practices (in my case, for example, developmental discourses and
development investments legitimation respectively), and people involved in social events
— social agents (the EIB employees responsible for producing the texts). According to
him, social agents are not free, but socially constrained; nevertheless, their actions are not
totally socially determined. Although it would be very interesting to study the
relationship between the structure and agency within EIB, this research task goes beyond
the scope of this thesis. And therefore, when referring to authors, I shall do — following
Fairclough (2003: 12) — without getting into the complicated issue of structure and
agency, and “primarily referring to whoever can be seen as having put the words

together.”

As already indicated, my approach to text analysis transcends the solely textual content of
the texts themselves, and is interdiscursive, intertextual, and therefore also
‘transdisciplinary’. I am seeking to apply linguistic tools in the social theory and
research, i.e. I try to analyse texts as elements in social processes. This transdisciplinary

EANT3

approach implies that one ‘sees’ “things in texts through ‘operationalizing’ (putting to
work) social theoretical perspectives and insights in textual analysis™ (Fairclough 2003:
15). It could be easily argued that what one ‘sees’ in a text cannot be independent from
what she/he wishes to see there; and I do agree — there is nothing like an ‘objective’
analysis of a text. However, the ‘subjective’ aspect of my or any other text analysis is not,
at least in my view, a big problem. I openly state that my initial stance to studying the
EIB texts is critical and I totally subscribe to Fairclough’s notion of ‘critical social
science’:

My approach belongs broadly within the tradition of ‘critical social science’ — social science which is
motivated by the aim of providing a scientific basis for a critical questioning of social life in moral and
political terms, e.g. in terms of social justice and power. (...) Conversely, much social research can be seen
as motivated by aims of making existing forms of social life work more efficiently and effectively, without
considering moral or political questions at all. Neither approach is ‘objective’ in a simple sense, both
approaches are based in particular interests and perspectives, but that does not prevent either of them being
perfectly good social science. Nor does it mean that the social import and effects of particular research are
transparent: social research may have outcomes which are far from what was intended or expected
(Fairclough 2003: 15).

Rather than searching for or making up a quantitative quasi-objective methodology to suit

it to my initial observations and hypotheses regarding the EIB texts and to make them
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look more rigorous and scientific-likel openly state that my research is qualitative,
critical, and applied to subjectively selected sEmmpf material. Focusing on EIBOs
development-related texts, | seek to interpret ncoraplex processes of the legitimation
of development investments, i.e. | try to underdtdrese processes, evaluate them, and
explain them. | do believe that my treatment of s is not consciously unfair; | do
hope that my observations, findings, and argumetiltshave some power to convince
even those who do not share my initial criticalipos towards the researched issue; and
| dearly invite any research that would like todstlEIB or its texts and to find there

anything that would question or challenge my cosioios.

Explanatory Remarks

At the end of the introduction, | would like to neala remark on terminology. For the
sake of convenience, | am using the term OdevglopimtriesO in my dissertation thesis.
The term is widely used in literature and it isoatften used in the texts produced by
EIB. However, | agree with the critics who claintatbe problematic, especially for the
assumptions that it contains. First, it assumes@aveloping countriesO wish to develop
in the same pattern as Odeveloped countriesOtBeyhaiant to follow their model of
economic development. Second, the term implies lggmeity within and among such
countries. Third, it presupposes that the counareseally developing, not stagnating or
degrading. None of these assumptions is necessaitity. Despite that fact, the term is
commonly used and | have chosen to use it in mgmpapo, but here it will be done still
bearing in mind the reservations | have presentdgarding the geographical
representation of Odeveloping countriesO in my, pag@ referring particularly to the
regions classified by EIB under acronyms ACP and\AilLe. Africa, Caribbean, Pacific,

Asia, and Latin America.

8 According to Samek (2009), it is generally harddéoOrigorous® on the macro level of a discourse
analysis, and some rigorous-looking approaches, ascertain quantitative methods of text processin
are questionable and definitely less honest thaspanly admitted qualitative analysis with an esipli
claim of authorOs ideological background.
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The study has a simple structure. Chapter 2 intresluthe development related
arguments of the four development economics t@wstiEach of them will try to address
the issues present also in the EIB developmentodise. Chapter 3 presents the
institution of European Investment Bank. Besidesegal introduction to EIB, the
establishment of development mandates of the Bapkeisented in more detail. Chapter
4 is the core part of my dissertation thesis. dbrestructs EIBOs development argument,
compares it with the four theoretical currents asritically analyses the BankOs
development discourse. Chapter 5 reflects on tipdigations of the research, sums up its
major conclusions, and presents the research padtéinis thesis has not been able to
exhaust.
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2 Development Economics

Early Development Economics

“Economic development is fundamentally a process of structural transformation. This
involves the reallocation of productive factors from traditional agriculture to modern
agriculture, industry and services, and the reallocation of those factors among industrial

and service sector activities” (Ocampo 2008: 1).

As a sub-discipline of economics, development egoo® started its history after World

War 2. Development economists of that time recaghibat standard economic analysis
used in the developed world is not appropriate &dsstudying economic development
in underdeveloped countries of Sub-Saharan Af@ajbbean, Central and South Asia,
and Latin America. Economic, political, and othenditions and circumstances in the
less developed part of the world were different #metefore deserved also different
approach of studying. According to Fine and Sundaf2006: vii), the Great Depression,

the Keynesian revolution, and the preoccupatioprefwar Central European economists
with Ocatching-upO and Olate industrialisatigpié@dnketerodox economic thinking

distinct from the dominant mainstream, marginabst neoclassical economics. The

purpose of this section is to present the argunwdrites early development economics.

Early development economists do not represent aogeneous group of thinkers. As we
shall see, there are differences among them. Hawthare is also a quite sharp line that
divides them from the mainstream B mainly neodak® economics before and after.
The most important distinction is the convictionnooonly shared by the early
development economists that economic developmerdhvies a thorough economic,
political, and social systemic transformation tkali not come about spontaneously.
Such transformation requires the reallocation afdpctive factors from traditional
sectors (mainly agriculture) to modern sectors (@nodagriculture, industry and
services). Successful reallocation involves stdftiresources from low- to high-
productivity sectors and thus accelerates econaymevth (Ocampo 2008: 1). It is
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therefore no surprise that early development teeoargued, first and foremost, for an
intended and massive industrialisation ® econonawt) and development should have

followed.

Paul Rosenstein-Rodan made one of the earliestilmotdns to the early development
economics. In his article on industrialisation imskEern and South-Eastern Europe
(Rosenstein-Rodan 1943), he laid the fundamentshat became called Othe big push
theoryO. Rosenstein-Rodan claims that in ordedtssirialise, governments should push
for a simultaneous expansion of a number of sectdigh would generate incomes that
would create markets for each other and therefoa&kemeach kind of investment
profitable (Dutt 2005: 102 B 103). According to hidcomplementarity of different
industries provides the most important set of arguisin favour of a large-scale planned
industrialisationO (Rosenstein-Rodan 1943: 205).alde stressed the importance of

linkages, spillovers, and learning effects.

Following up on Rosenstein-RodanOs theory, Raguoaksél (1961) formulated the
Ovicious cycle of povertyO theory. He followed fem-Rodan in reiterating the
problem of lacking investment B poor countries woth productivity had small markets
for manufactured goods, which kept investment retudown, which implied low
investments, which kept productivity low. This faxch the first part to the poverty
vicious circle. Another, and more serious, problgmserved by Nurkse was the savings
side B low productivity equals low incomes, low a@ty to save, low capital
accumulation and stock, and, therefore, low praditgt(Nurkse 1961: 4 B 5; Dutt 2005:
103 B 104).

Alfred O. Hirschman (1958) brings the idea of Olamoad growthO to the discourse.
Unlike Rosenstein-Rodan and Nurkse, he arguesthieabig push as a development
strategy might be desirable, but given the situatid scarce resources in developing
economies, he sees it unrealistic. He further daimat such strategy would not succeed
because of the scattered efforts, and, what is ,nheréelieves that it is not necessary at

all. His proposal B unbalanced growth B counts wiily support of selected sectors of
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economy. According to him — and counter-arguing to Rosenstein-Rodan and Nurkse — the
problem of underdevelopment cannot be resolved by injecting the supposedly lacking
capital, but rather by “calling forth and listing for development purposes resources and
abilities that are hidden, scattered, or badly utilized” (Hirschman 1958: 5). Hirschman
emphasises the role of externalities and backward and forward linkages that would give

an impetus to other sectors of the economy.

The above mentioned authors equalled development with economic growth and the latter
was to be achieved mainly via industrialisation. However, as the private businesses in
developing countries were not able to reach the critical savings rates and capital
accumulation alone, states were expected to assume an activating role in industrialisation.
This particular form of ‘development Keynesianism’ implied redistribution towards high-
income groups — they were supposed to save and invest. The ‘growth first, redistribution
later’ approach was based on the idea that the initial unequal concentration of resources
(Kuznets’s inverted U-curve) in a modern industrial core would later lead to ‘spread and

trickle down’ effects benefiting also the rest of the population (Menzel 1993:133 — 138).

Walt Rostow (1960) proposed a linear model of economic development later called ‘take-
off model’. Rostow transposed the economic history of Great Britain and formulated five
stages of development any developing country should pass through: 1. traditional society,
2. preconditions for take-off, 3. take off, 4. drive to maturity, and 5. age of high mass-
consumption. During the take-off stage, “growth becomes [society’s] normal condition”
(Rostow 1960: 7). This optimistic scenario became a cornerstone of the economic theory
of modernisation — the theory that suggests that developed countries are the aim
developing countries will follow, and that they provide a common pattern of structural

change.

Alexander Gerschenkron (1962) observed the history of developed countries that used to
be backward and noticed that the process of industrialisation in them was substantially
different in terms of speed and nature from those already developed. The explaining

factor was “the tendency on the part of backward countries to concentrate at a relatively
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early point of their industrialisation on promotion of those branches of industrial
activities in which recent technological progress has been particularly rapid”
(Gerschenkron 1962: 9). He formulates the now classical ‘benefit-of-late-entry’
argument: late industrialisers need not reinvent the wheel, nor are they burdened by
outmoded capital stock that has to be written off, technology transfer is possible
(Chandrasekhar 2005: 183), therefore, the process of late industrialisation will take a

different, easier, path, than was taken by the forerunners.

Early development thinking was also reflected in development institutions such as the
World Bank. In the 1950s and 1960s, its only development mandate was to contribute to
economic growth that was expected to trickle down to the poor. No explicit attention was
paid to direct poverty alleviation measures — “poverty reduction was to be unspoken but
expected and indirect consequence of economic growth” (Van Waeyenberge 2006: 22).
This changed only in 1970, with the appointment of Robert McNamara the World Bank
president. During his period, notions such as poverty reduction, redistributed growth, or
basic needs made it to the World Bank development agenda. The Bank’s pre-Washington
Consensus period was still very much influenced by Rostowian-type modernisation.
According to Fine (2006a: 4), in this period “development, as both process and goal, was
identified with industrialisation and urbanisation, for example, as preconditions for

substantial rises in per capita incomes.”

The development thinkers discussed so far were focusing primarily on internal dynamics
of economic development in less developed countries, and when discussing the
international aspect of development, they dealt mostly with foreign aid and investment
from rich to poor countries. However, there is also the tradition of structuralism in the
early development thinking that focuses on structural differences between developed and
developing economies, as well as on asymmetrical international relations between the
two groups. While agreeing with the above discussed development theorists that the path
to development leads through industrialisation-led economic growth, they were less

optimistic regarding the chances of developing countries to achieve this goal.

19



A classical representative of this tradition was Raul Prebisch (1948). He observed that
within developing economies small enclaves of relatively high-productivity export
oriented sectors exist within vast areas of traditional and low-productivity sectors for
domestic consumption. He was further also one of the first to point out to another
structural dualism — the distinction between the global capitalist centre and periphery and
their different function in the international division of labour. This idea formed the basis
for the so-called Singer-Prebisch thesis (Singer 1950; Prebisch 1948). The thesis was
developed while observing that primary products from the global periphery face
deterioration of their terms of trade against the manufactures from the capitalist centre.’
While studying these asymmetric relations between the centre and periphery, he came up
with another important conclusion: in central countries, the volume of investmerit the
dynamic element in economic growth and can be regulated by monetary and fiscal
policy; however, in peripheral countries, exportsare the dynamic element, but can neither

be regulated not controlled by periphery (Levitt 2005: 200, italics mine).

Arthur Lewis (1954) tried to answer the question that concerned most of development
economist, namely — why workers in traditional sectors (in developing countries) work so
hard for so little pay, while workers in industrial countries enjoy better working
conditions and receive far higher pay? Translated in economic terms, he was trying to
address the questions how to start the process of economic growth in an underdeveloped
country, and how to escape from adverse terms of trade (Levitt 2005: 201 — 202). His
observation was that developing countries have “dual economies with a subsistence
sector with disguised unemployment or surplus labour and pre-capitalist modes of
production, and modern sector using capital and producing under capitalist conditions
with hired labour” (Dutt 2005: 105). The supply of labour from the subsistence sector is
‘unlimited’ so long as it, at a given price, exceeds demand. “In this situation, new
industries can be created, or old industries expanded, without limit at the existing wage
[...] the benefit accrues chiefly to industrial purchasers in the form of lower prices for

sugar” (Lewis 1954: 3 and 26).

? However, Prebisch and Singer were aware that there is no intrinsic quality condemning raw materials to
deteriorating net barter terms of trade; negative terms of trade can very well happen with manufactures, too
(Raffer 2005: 216).
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The development theorists writing in the structistakadition were not only critical in
analysing the mechanisms of underdevelopment, bey talso proposed ways of
achieving development goals. As already indicatedtogether with other early
development economists B they emphasised the Icra@aof industrialisation. It was
supposed to improve developing countriesO terntsadé, alleviate their balance of
payment problems, contribute to economic growth @owkrty reduction, and modernise
societies. As manufacturing exports to the cengengd unrealistic because of
developed countriesO protectionism and usually goality of developing countriesO
goods, import substituting industrialisation seertiexlonly option to many structuralists
(Saad-Filho 2005: 13%) For example, Lewis (1978: 171) argued that lesselbped
countries Oshould not have to be producing priytarildeveloped countries markets [E
and that] the most important item on the agendadewtlopment is to transform the food
producing sector, create agricultural surplusefe¢a the urban population, and thereby
create the domestic basis for industry and modemices.O Such position was rather
radical at a time when the West Indies and othé&nia economies were exclusively
designed to provide agricultural and other primasgnmodities to the core (Levitt 2005:
193).

Myrdal considered increasing the amounts of foreigohange crucial for development
purposes. Therefore he focused more on promotipgrex than on reducing imports
(although he deemed restriction on imports of congion goods important for earning
foreign exchange, too). However, following on Psehi and Singer, he was against
primary exports that face inelastic world demaednt of trade deterioration and price
instability; and instead, he argued for a promotdmore diversified exports including
manufactured ones (Dutt 2005: 110).

After discussing what development is and how toiea&h it according to the early
development theorists, | shall now concentrate ra marticular and important feature of

early development economics B namely the roletadmad states. Again, not even here is

191t needs to be stressed, however, that for exaPleisch argued not only for import substituting
industrialisation, but also for export diversifiicat.
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the position of such a heterogeneous group of éngikinanimous. Nevertheless, there is
a clear recognition that while the private sectalfil§ an important function in

development, too, it is definitely the state wheumses the leading developmental role.

The earliest contributions to development economyjcRosenstein-Rodan and Nurkse B
their Obig pushO approach B counted with stateeimi@n automatically. Thinking in
Keynesian terms, they argued that states can 8ubshusiness activities when private
ability to invest is lower than optimal b they ¢ammoduce incentives to save and invest.
In the area of foreign economic policy, states atiract the Omissing factorO (capital) by
tariffs or currency devaluation. Alternatively, t&tg can be actively involved in business
themselves via their income- and expenditure-pedici.e. taxes or state investments b
targeted and massive state investment in heavysinds was, for example, highly
recommended by Rosenstein-Rodan (Menzel 1993: T8@)role of the state was quite
clear to Rosenstein-Rodan (1943: 204): OActivéciiation of the State in economic life
is a new factor which must be taken into accouna a&w datum.O Hirschman further
argued for an Oinducement® mechanism to elicitrimefet in new industrial activities
(Shapiro 2007: 149).

Despite the Onon-communistO character of Rostonk4d.960), he also clearly sees an
active role for states in the processes of modatinis. As he discusses the take-off stage
of his model, he claims that it does not come spuwenusly, but it requires Othe
emergence to political power of a group preparedetygard the modernization of the
economy as serious, high-order political busing¢BsStow 1960: 7). Rostow even goes
on to discussing societal decisions (mediated ktesy and choices regarding
redistribution and welfare. He asks: OOnce growthnder way, with the take-off, to
what extent should the requirements of diffusinglera technology and maximizing the
rate of growth be moderated by the desire to isere@nsumption per capita and to
increase welfare?0 (Rostow 1960: 16).

Gerschenkron considered government activities & @ate industrialiserO countries

instrumental for their development. His argumesideeas follows: OThe more backward
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a country, the more likely its industrialization was to proceed under some organized
direction [...] the seat of such direction could be found in investment banks, in
investment banks under the aegis of stater in bureaucratic controls’ (Gerschenkron
1962: 44, italics mine). The greater ‘relative backwardness’ of a country was, the more
widespread public intervention was needed to overcome economic inertia (Shapiro and
Taylor 1990: 862). Thus, in a similar vein to Rostow — both of them considered to be
liberal economists — Gerschenkron was not & priori anti-statist, but saw a quite significant
function national states should fulfil for developmental reasons. This same stance was
shared also by McNamara and the World Bank by the late 1970s — government-owned
development finance companies and state-owned industrial enterprises constituted

important beneficiaries of Bank lending (Van Waeyenberge 2006: 24).

If the whole group of early development economics thinkers sees the crucial role for a
developmental state, it holds double for the theorists of structuralism. As summed up by
Saad-Filho, according to them, industrialisation in the periphery could be successful only

with state support.

‘Spontaneous’ ISI [import substitution industrialisation] was limited because of competition from
established foreign producers, lack of infrastructure (which could not be supplied by a weak private sector
lacking technology and finance), insufficient coordination of production and investment decisions, and
resistance by powerful interests, preventing the indispensable transfer of resources from the primary sector.
Industrial success necessitates state subsidies, affordable credit, trade protection for infant industries,
foreign exchange controls, and the attraction of foreign capital and technology to the growing
manufacturing sector (Saad-Filho 2005: 134 — 135).

All these elements were present in the arguments of the early structuralist development

€Cconomists.

Besides his classical macroeconomic analysis of periphery’s deteriorating terms of trade
(and intellectual backing of ISI), Prebisch discussed also other important functions of the
state in development. While admitting that quest for an economic incentive leads to
efficiency and growth, he observed it did not solve the problems of environment, natural
resources and social equity. “This is where the state has an absolutely fundamental role to
play, in a manner compatible with the market, with its great economic and political
importance” (Prebisch in Levitt 2005: 200). Singer was interested in distributive justice

or distributive efficien