Quality of institutions is key
Developmental state = particular institutional arrangement. Article were attempt to understand the political origins

Rather than the developmental states emerging in an autonomous political environment this article will argue that it emerges in a constrained one

Three factors of constrained political environment:

1. The credible threat that any deterioration in the living standards of popular sectors could trigger unmanageable mass unrest

2. The heightened need for foreign exchange and war materiel induced by national insecurity

3. The hard budget constraints imposed by a scarcity of easy revenue sources

1+2+3= systemic vulnerability

→ conditional support for the politicians → export promotion AND industrial deepening (as opposed to Malaysia, Thailand, Philippines, Indonesia [ASEAN-4] which had economic growth but no upgrading)

Developmental states = scarce and has political roots

Politicians aim to secure power and are self-seeking → look at incentives to build new institutions and constraints to keeping power (connections to private sector)

In an analysis of the origin of developmental state institutions, Richard Doner, Bryan Ritchie and Dan Slater synthesized the links between domestic social coalitions and systemic international vulnerability, arguing that developmental institutions emerge out of three crucial constraints.

1. Broad coalitional commitments

2. Scarce resource endowments
3. Severe security threats (External threat)
→ hard to stay in power without improving institutions
Systemic vulnerability = necessary and sufficient condition for developmental states

· Broad coalitions: Politicians can be induced to broaden coalitions where there is perceived intense elite or social conflict. Sustaining broad coalitions requires side payments – goods and services of perceived value. These have important positive institutional impacts.

· Scarce resource endowments: This increases fiscal pressure to promote complementary institutional and linkage development, as occurred in the Newly Industrialised Countries (NICs).
· External threat: Strong states tend to arise in response to security threats. How this occurs depends on how war makes states generate revenue.
· These three conditions together constitute ‘systemic vulnerability’: The first two constitute critical claims on scarce resources that compel ruling elites to become ‘resource maximisers’, and preclude ‘easy’ development strategies.
· Policy making under these circumstances requires institutions able to: Formulate broad developmental objectives; facilitate information flows within state agencies and between officials and private actors; monitor firms’ performance; and be credible in commitment to economic policies and willingness to embed reciprocity.
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