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Current strategies to address global economic inequity follow the prescription known as the ‘Washington Consensus,’ - ideas such as liberalizing economies, focusing on capital intensive activities, and creating export economies.  These policies can be rationalized in light of mainstream neoclassical growth theories, but if our intent is to address global economic inequality, then growth theory has failed.

In this paper, by using a simple mathematical ‘Urn’ model, we have been able to simulate the diverging growth rates among global economic quintiles.  Our model supports the ideas of AllynYoung and Gunnar  Myrdal, a concept known as cumulative causation, where accumulation in time 1, effects accumulation at time 2.  In contrast to our model (and the real world), traditional growth theory predicts a convergence of growth rates across the globe by continually increasing the global economy.  Policies based on growth theory have not produced the desired effect, and in fact such policies have been shown to exacerbate inequity and fuel cumulative causation.  The novelty of our urn model is in its simplicity and the policy implications that stem from realizing cumulative causation as a driving mechanism of global inequality, a problem growth theory cannot remedy.

We conclude that policy changes which recognize the phenomenon of cumulative causation are key to stopping the trend of currently diverging growth rates.  These include, initially protecting markets, and investment in human capital.  Finally, we consider what the world would look like if cumulative causation, not growth theory, had enlightened economic policy for the past 50 years.
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