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Globalisation 

and Convergence
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Income Inequality
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Population who live below the poverty line*
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Worldwide Lorenz curve by country
(GDP per capita, PPP)
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Why?

Factor price equalisation

Fall of the Iron Curtain

Reduced tariffs and taxes
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Average applied tariff rates 2007 
Unweighted in %

0 5 10 15 20 25 30
0.0Hong Kong, China
0.0Singapore
0.0Switzerland

1.6EU27
1.9Turkey

2.7United States
2.8Australia

3.8Qatar
4.0Saudi Arabia
4.1Bahrain
4.2United Arab Emirates

6.6Indonesia
7.8South Africa
8.3Russian
8.7China

10.7Sri Lanka
10.8Uzbekistan

12.1Brazil
12.2Uganda

12.9Niger
14.0India
14.5Pakistan

16.7Egypt
21.3Iran

29.9Bahamas

Source: World Bank.



H.-W. Sinn

Migration
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Problem Brain Drain
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Source: OECD Database on Expatriates and Immigrants, 2004/2005; Cohen and Soto (2001), 
http://www.oecd.org/document/40/0,3343,en_2649_33935_39269032_1_1_1_1,00.html

Brain Drain
A problem for many countries
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Capital Flows
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Breakdown of net capital exports and imports:
shares for 2007
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Nutrition and Biofuel
Table or Tank: Competing for

agricultural land
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World´s biofuel production

Biodiesel

Source: Biodiesel: 1991-1999: F.O. Licht, as reported by Worldwatch Institute (Vital Signs Online): www.wordwatch.org/
node/4344; 2000-2007: F.O. Licht, “World biodiesel production growth may slow in 2007”, FO Licht's World Ethanol & 
Biofuels Report, Vol.5, No.14, 23 March 2007; Bioethanol: Canadian Renewable Fuels Association; European bioethanol
Fuel Association; F.O. Lichts; Government agencies in Brazil, Canada, US, Austria, Australia, China.
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Bioethanol in the World (2006)

EU 4%

Asia 5%

South America
44%

North and
Central America

48%
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Only of marginal importance? 

Suppose we just replace liquid fuels,

which itself is only  a fifth of world 

fossil energy use ...
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H.-W. SinnHonduras, 17.04.2008Honduras, 17.04.2008
Senegal, 26.04.2008Senegal, 26.04.2008

Tortilla crisis, Mexico city, 31.01.2007Tortilla crisis, Mexico city, 31.01.2007

The tortilla crisis and other food protestsThe tortilla crisis and other food protests

Why? Was itbiofuels?
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It was.
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• U.S. 2007: 8% of agricultural land, 30% of 
corn production
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• Increase of world corn production 2004-2007   
= Increase of corn demand for 
bioethanol in the U.S.
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• IFPRI: 40% of increase in food prices in 2000- 
2007 from biofuel
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• Worldbank (D. Mitchell): up to 75% of the 
increase in food prices 2002-2008 from 
biofuel
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The ratchet effect
A new phase of 

history
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Conclusions

• Capital has flown in the wrong direction

• Globalization has brought rapid growth 

• Brain drain has been a problem

• Income inequality is falling

• Ratchet effect of bio fuels is opening a new 
chapter of history for developing countries
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