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The facts



Total population living in extreme poverty by world region
Extreme poverty is defined as living with per capita household consumption below 1.90 international dollars per day
(in 2011 PPP prices). International dollars are adjusted for inflation and for price differences across countries.
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Hiding differences, even in sub-Saharan Africa

* In 1990, 18 countries had both more
than 8m population and more than 20
percent extreme poverty.

* Of them, only Ghana and Ethiopia
halved poverty by 2018

* Seven more than doubled number of
people in extreme poverty — Nigeria,
the Democratic Republic of Congo
(DRC), Madagascar, Angola, Malawi,
Kenya, and Zambia

e About 150 million more people were
living in extreme poverty in 2018 than
in 1990, with the largest increases in
the DRC (plus 35 million), Nigeria (plus
26 million), and Madagascar (plus 13
million).




Also differences in GDP growth!
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How to understand these differences?



Why are some countries making substantial progress and
not others?

Even countries that have initially similar incomes per
capita or other characteristics?



Diagnosis?

* With big (competing) diagnoses:

* Get your institutions right
* What advice can we then give?
* But also, where they really ‘good’” when others took off?

* Get your policies right
* Larger set than we used to promote
* So why don’t they?
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The origin of the state
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s A [...] state manages the problem of violence
DOUGLASS C. NORTH "”‘n ] . L . ]
AOFBd oS WAL by forming a dominant coalition that limits
access to valuable resources — land, labor,
Violence and _
and capital — or access to and control of

Sl MG
g B hamen oo valuable activities — such as trade, worship,
and education — to elite groups.
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Think of a state as an elite bargain
amongst those with power or influence,
whereby the elite are those with power
and influence. Any state...

It is at a minimum a coalition for peace
and stability.

It involves a political deal — who controls
the state —and an economic deal — who
has access to resources and their
distribution.



Elite bargains: some examples

* A kleptocratic state
* A oligarchic state
* A clientilist state



How to get growth and development?
Through a development bargain

You need an elite bargain that involves a shared commitment to growth
and development

 Serious about peace and stability
* Self-aware state, in the service of growth and development
* Bureaucratic/political error-correction: learning, accountability



Keep in mind: success?

WIN WIN WIN

* Not perfect (no perfect
institutions)

e Not market versus state
* Not autocracy or democracy per se

* But systems of ‘error-correction’
‘internal and/or external
accountability’ or there is no
learning!

AND IT IS A GAMBLE!



What can outsiders do?
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Countries with Countries with an Countries without a

development bargain emerging or chance for development bargain
development bargain

“aid as a gamble”

Work hard at increasing
odds of improving or
better elite bargain

-illicit finance, trade

- Thinking through local
politics of growth and
development

- Strengthen agency: civil
society, technopols,
‘reform-minded’ agents

- But never forget: we are
outsiders!
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How to organize aid to do so?

* With excessive global focus on finance, lost sense that development is
not simply about finance!

* My emphasis on politics may seem to mean: “merge with foreign
ministry”? Merged aid-foreign policy is not (necessarily) best.

* Foreign ministries tend to be very short-term relationship managers —
transactional, reactive — not focus on long-term politics of country involved.

* |tis not likely an issue of combined or separate aid agency — as long as smart
people act (and are allowed to act) smartly...

* Overall: clarity of objectives — trying to support a country and its
population to improve their lives and society.



In sum...

1. Never ‘only’ technocratic or ‘idealistic’ solutions — think through local politics
2. Development bargains are on the rise: gamble on them, even if you may not win!
3. No naivity about politics in countries. Understand links politics-economy.

4. Don’t muddle your objectives — their development, plus humility.

As practitioners, academics, as researchers, as technical advisors and experts, we will
be far more effective if we understand the politics and the entry points for change,
and how our interventions may affect existing elite bargains.
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