CHAPTER 6

Governance
for equity

“We are the 99%” became the slogan of street demonstrators in the United States in August 2011 as
they demanded public action against rising income
inequality and the growing perception of the unfairness of the economic system after the 2008–09 global
financial crisis. Observers viewed the mounting concentration of income and wealth as a threat to the sustainability of an institutional setting that responds to
the needs of all citizens (Stiglitz 2011, 2012). Concerns
about how to tackle the “unfair” features of the global
economic system were gaining momentum throughout the world.
Indeed, as discussed in chapter 2, the perception
of whether policies and rules are fair matters when
it comes to inducing better cooperation in society.1
Although the concept of fairness is complex, it certainly involves some dimensions related to outcomes
and others related to process.2 Through this lens,
equity is associated with fairness to the extent that
outcomes (income, educational attainment, or ownership of assets such as land) and the opportunities
for individuals to pursue a life of their choosing are
independent of their circumstances such as their ethnicity, race, gender, location, or other factors beyond
their control. However, in addition to outcomes being
independent of circumstances beyond their control,
inequality in outcomes matters per se. Such inequality, in fact, reflects a differential ability of certain
actors and groups to influence policy making and the
allocation of resources in society (box 6.1).3
As explained in chapter 1, this Report builds on the
premise that societies care about prosperity and how
prosperity is shared. However, ultimately growth and
inequality are jointly determined (Chenery and others
1974; Ferreira 2012). At a given moment in time, the

productive assets and opportunities that individuals
have determine their capacity to generate income
and contribute to growth, given market conditions.
In this way, economic growth reflects the aggregate
productive capacity of different individuals and the
accessibility and functionality of markets. In the long
run, however, the potential for people to accumulate
and productively use assets is influenced by policy
decisions such as the allocation of public spending to
public education, health, or infrastructure. Inequality
and growth are thus tightly linked, and the way in
which the benefits from growth translate into socioeconomic achievements across different individuals
and groups is determined by how actors interact and
make policy decisions about redistribution.
Many policies can enhance equity. Governments
use fiscal instruments—taxes and transfers—to
redistribute income ex post, and they use public
spending—via the provision of public goods and services—to reshape the distribution of “opportunities”
and foster mobility within and across generations
(figure 6.1). The provision of quality public goods
and services can help equalize opportunities, allowing individuals to increase their stock of assets—for
example, in terms of human capital such as education, health, or skills; financial capital; or physical
capital such as land or machinery. Promoting an environment of investment and innovation can expand
access to opportunities as individuals use their capital
and labor to generate income—for example, utilizing
their skills to participate in the labor market or using
their land for agricultural production. Social protection systems—including safety nets, subsidies, and
transfers—also act as a mechanism for equity, redistributing resources to the most vulnerable.

Perception of
whether policies
and rules are fair
matters when it
comes to inducing
better cooperation
in society.
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Box 6.1 What is equity?
This Report views equity in terms of both equal opportunities for individuals to pursue a life of their choosing,
independent of circumstances beyond their control, and
inequality in outcomes, such as income or consumption.a
Equality of opportunities requires that all individuals
have the same chances, independent of circumstances
beyond their control. Inequality in outcomes reflects the
notion that differences in the levels of outcomes among
individuals also matter. Equity thus includes poverty,
defined as extreme deprivation in outcomes. The “acceptable” level of inequality in outcomes is a decision that is
up to each society. Yet, in addition to its normative value,
the concept is of particular interest in the context of this
Report in terms of its role in shaping the bargaining power

of current and future actors, which can influence the opportunities of the next generation.
Inequality in outcomes must be a matter of concern
in public policy, as much as inequality of opportunities,
because it is a manifestation of asymmetries in the influence of actors to make governance responsive to their
needs and interests. Empirically, circumstances typically
explain only about 40 percent of inequality in socioeconomic achievement, though the number depends on the
definition of the outcome being analyzed (Ferreira and
Peragine 2015). Efforts to equalize opportunities will not
eliminate persistently high levels of outcome inequality if
they do not also address the unequal access to voice in the
policy arena.

Source: WDR 2017 team.
a. T his definition builds on the definition in the World Development Report 2006: Equity and Development: “By equity we mean that individuals should
have equal opportunities to pursue a life of their choosing and be spared from extreme deprivation in outcomes” (World Bank 2005, 2). This Report
extends this definition to also cover inequality in outcomes.

Figure 6.1 States can improve equity by intervening in the distribution of final outcomes through
taxes and transfers and by providing access to basic services
a. Gini index of market and final incomes

b. Contribution of taxes, monetary transfers, and in-kind
transfers to reduce inequality varies by country
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Pro-equity policies can boost overall growth in the
medium and long term, but they also can adversely
affect specific groups, particularly in the short term.
The groups likely to lose out from these policies—in
terms of income, rents, or influence—may attempt
to undermine their adoption or implementation. For
example, influential actors may block land reform

policies or shape the allocation of public spending for
their personal benefit. Civil servants may undermine
the access and quality of public services. When societies have high levels of inequality, such inequalities
are reflected in the unequal capacity of groups to
influence the policy-making process, which makes
inequality even more persistent (box 6.2).

Box 6.2 A vicious cycle: How inequality begets inequality
Figure B6.2.1 Capture is associated
with lower levels of commitment
0.8

Share of crony-billionaires

In societies in which inequality is high, the effectiveness of
governance to deliver on equity outcomes can be weakened
structurally because those at the top of the income ladder
not only have control over a disproportionate amount of
wealth and resources, but also have a disproportionate
ability to influence the policy process. This type of power
asymmetry may lead even a benevolent planner, who is fair
and freely elected and is seeking efficiency (and even more
so, a corrupted official) to end up systematically favoring
the interests of those at the top over those at the bottom.
The result is a more inefficient allocation of resources and
further entrenchment of existing inequalities over time
(Esteban and Ray 2006).
This undue influence can be illustrated by looking at
countries in which lobbying is integrated in the political
system. Igan and Mishra (2014) find compelling results
using data on the politically targeted activities of the financial industry (including lobbying, campaign contributions,
and political connections) from 1999 to 2006 in the United
States. They find that lobbying expenditures and network
connections are associated with a greater probability that
legislators will switch their position from advocating tighter
financial market regulations to voting in favor of deregulation. More broadly, levels of commitment are lower in
countries with higher shares of billionaires whose wealth
comes from sectors prone to capture and rent-seeking,
including those who are heavily dependent on government
concessions such as in the financial, real estate, and natural
resources sectors (figure B6.2.1).a
Theory suggests that, in most cases, the overall gains
from equity-enhancing redistribution policies are greater
than gains from inequality-neutral growth policies for the
top 1 percent or 5 percent (Milanović 2016). Nevertheless,
for those at the top, policies that increase inequality can
be preferable to those that would enable a more efficient
allocation of public resources and lead to higher overall
economic growth. For example, Stiglitz (2012) finds that
as market income became more unequal in the United
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Sources: WDR 2017 team estimates, based on Forbes, “The World’s
Billionaires,” http://www.forbes.com/billionaires/, and WDR 2017
Governance Indicators.
Note: Commitment is measured as protection of property rights, contract enforcement, and lack of arbitrary expropriation without proper
compensation. The classification of commitment levels is as follows:
low = < 0; medium = 0–2; high = > 2. The categories comprise 11, 29, and
9 countries, respectively. Crony-billionaires are defined as the subset of
billionaires whose fortunes belong to the following sectors: agriculture,
communication, construction, oil, gas, chemicals and other energy,
financial and insurance activities, mining and quarrying, real estate
activities, and conglomerates.

States, the government also approved more generous tax
cuts on capital gains. Unsurprisingly, these tax cuts mainly
favored those who were already at the top of the income
(Box continues next page)
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Box 6.2 A vicious cycle: How inequality begets inequality (continued)
distribution (including the members of Congress who were
voting for those policy reforms).
Inequality affects governance not only by means of capture, but also by weakening how individuals perceive the
fairness of the society they live in. When a country fails to
deliver on its commitment to improve and equalize opportunities for all citizens, and it responds only to the interests
of those at the top of the distribution, citizens may decide
to opt out of or exit the existing political processes instead
of contesting the outcomes in the policy arena. This decision leads to a weakening of cooperation. Even in countries
in which the benefits of economic growth reach all members of society, the discontent arising from a perception of
an increase in relative deprivation (when those at the top of

the distribution are moving ahead more quickly than those
at the bottom) may be larger than the contentment from an
absolute improvement in living standards—as documented,
for example, for Europe and central Asia by Dávalos and
others (2016).
The concern about the vicious cycle of inequality and
governance, in which initial conditions of inequality promote a policy arena that further entrenches that inequality,
is exacerbated by the surge in the concentration at the
top of the income and wealth distributions in many countries (Atkinson, Piketty, and Saez 2011; World Bank 2016).
Understanding the entry points to break this persistent loop
is crucial to restoring a social contract that can promote
greater and more equal access to opportunities for everyone.

Source: WDR 2017 team.
a.0 During the 2015–16 election cycle in the United States, the largest disbursement (27 percent of all outlays) came from the financial sectors, which include
insurance companies, securities and investment firms, real estate interests, and commercial banks (Center for Responsive Politics). These are the sectors
with the largest number of billionaires (WDR 2017 team, based on Forbes, “The World’s Billionaires,” http://www.forbes.com/billionaires/).

To increase the success of reforms opposed by
powerful interests, it may be necessary to modify the
bargaining process by changing the incentives or preferences of the actors who bargain or allowing new actors
to contest policies. At times, members of the elite may
have incentives to become aligned with actors pushing
for reforms in taxation and public spending that favor
the poor. For example, the first antipoverty programs
in 19th-century England and Wales were pushed by
the top 1 percent of the landed gentry. Against the
backdrop of the French Revolution, this group sought
to keep cheap labor in rural areas and prevent it from
migrating to urban areas, at a time when the French
Revolution spurred fear of revolts (Lindert 2004;
Ravallion 2015). Increasing the participation of disadvantaged groups can also help change the incentives of
actors who bargain over policies. Direct participation
and contestation in decision making can improve
cooperation as well. For example, in Ghana, when
businesses were involved in tax collection they became
more likely to pay their taxes (Joshi and Ayee 2009). By
building common interest, political organization can
aggregate citizens’ preferences and demand in policymaking processes. However, such reforms can be complex and frequently involve setbacks.
This chapter explores how power asymmetries
matter for equity. It begins by looking at how they
can lead to breakdowns in institutional functions,
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constraining the effectiveness of policies. The second
part of the chapter then looks at the levers of change
and how constraints can be alleviated to level the
playing field and make policies more responsive to all.

Two key policy areas that
matter for equity: Investing
in public goods and
expanding opportunities
Although income inequality between countries has
declined over the last 20 years as low- and middleincome countries have grown faster than those at
the top of the world income distribution, the level of
income inequality within countries has increased.4
This trend can be explained in part by governance
environments that prevent the successful adoption
and implementation of policies to enhance equity.
This chapter considers two key policy areas that
matter for equity: investment that helps equalize
opportunities through the accumulation of assets, and
policies that increase access to economic opportunities to utilize those assets. As emphasized in the World
Development Report 2006: Equity and Development (World
Bank 2005), the opportunities of individuals arise to
a considerable extent from investments in public
goods and services, particularly in terms of health and

Equity and institutional
functions: The role
of commitment and
cooperation
As argued in this Report, the effectiveness of policies to
achieve equitable development is related to how well
institutions perform certain key functions. Policies
that require long-term objectives, for example, are often
truncated (a commitment failure). Effective policies tend
to have long-term objectives (extending beyond the
political cycle), matching resources, and well-aligned
incentives for the actors involved. Actors must trust
that promises will be kept, even in the face of changing
circumstances. Often, however, the incentives of public
officials become misaligned with those of the constituencies they are meant to serve. In clientelistic settings,
the interaction between public officials and citizens
is distorted: public officials “buy” the votes of citizens
in exchange for short-term benefits (see box 6.4 later
in this chapter for a definition of clientelism). Or public
officials may become accountable only to certain influential groups, or “clients,” promoting their interests in
exchange for their political support.

A low commitment to providing quality public
services is one of the main characteristics of the
poorest countries in the world, as well as the most
unequal ones. Pro-equity policies require state capacity, including a bureaucracy able to collect taxes and
teachers well trained to educate children. A professional bureaucracy has been identified as a significant
feature of any state seeking to achieve development
(Rauch and Evans 2000). “Weak states,” particularly
in Sub-Saharan Africa, are characterized by a limited
state presence beyond the capital and coastal areas and
by a limited ability to tax (Migdal 1988; Herbst 2000).
In middle-income countries with high inequality, such
as in Latin America, “truncated” welfare states exclude
a large share of the population from public spending
(De Ferranti and others 2004; Ferreira and others 2013).
When the commitment to deliver on policies,
such as the provision of quality services, breaks
down, individuals tend to opt out and demonstrate
less cooperation in, for example, their willingness
to pay taxes. Figure 6.2 shows how lower levels of

Figure 6.2 When commitment is low,
countries exhibit low compliance (high
shadow economy)
40

Shadow economy (%)

education. But such investments depend on collecting
and redistributing resources. Indeed, no high-income
country has improved equity without significant
taxation and public spending to protect individuals
against shocks (such as illness, unemployment, and
old age) and to reduce welfare disparities within and
across generations (Barr 2001; Lindert 2004). In addition, for individuals to realize the returns on such
investments, they need access to economic opportunities in adulthood, especially those opportunities
that allow them to use the human capital they have
acquired.
Although the focus of this chapter is not on labor
markets, it does touch on important determinants
of labor income inequality. Consider Latin America, the most unequal region in the world, which
has experienced an important decline in income
inequality over the last two decades (RodríguezCastelán and others 2016). This decline is largely
explained by the decline in labor income inequality—
associated with an expansion of education—as well
as the decline in nonlabor income inequality, largely
explained by more progressive government transfers
(Lustig, López-Calva, and Ortiz-Juárez 2015). Indeed,
the provision of quality public goods and services as
a means of leveling the playing field and reducing
poverty has been unambiguous (World Bank 2005).
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(Schneider, Buehn, and Montenegro 2011). The variable “shadow economy”
is the predicted value of the measure, controlling for the gross domestic
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commitment are associated with larger “shadow
economies,” in which individuals opt out by not complying with the existing rules. Collecting the taxes
needed to fund investments in public goods crucially
requires the willingness of taxpayers—individuals
and firms—to cooperate and comply with the rules.
Perceptions of free-riding by others or low-quality
services can lead to breakdowns in cooperation. In
middle-income countries with high inequality, such
as in Latin America, citizens may exit—for example,
by opting out of basic public education—because they
obtain little from the state (Hirschman 1970; Perry
and others 2007). The low quality of service provision
prompts the upper-middle class to demand private
services, which in turn weakens their willingness to
fiscally cooperate and contribute to the provision of
public goods—a perverse cycle. At other times, actors
potentially affected by policies may be excluded from
their design, undermining their incentive to cooperate and weakening compliance.
What makes people cooperate so they do not
free-ride on others and do comply with the rules?
Cooperative behavior results in part from the credibility of sanctions against those who do not comply.
For example, ethnic networks may be able to induce
cooperation in the form of school funding among
their members because they have more credible sanctions against free-riders (Miguel and Gugerty 2005).
This view was tested in a lab game with players from
a multiethnic neighborhood in Kampala, Uganda.
Players in charge of allocating resources shared much
higher amounts with others when their actions were
taken in full view of others than when they were not.
In both cases, other players were from their same
ethnic group. These results indicate that for individuals who are not willing to share, the risk of a social
sanction shapes their behavior rather than altruism
toward coethnics (figure 6.3, panel a).
Cooperation is enhanced by commitment. The
credibility of policy makers is essential for the enforcement of sanctions and the payment of compensation
when redistribution reforms are carried out. Consider
the difficulties in reforming energy subsidies. Such
subsidies are often inequitable because they benefit
relatively richer households, which devote a larger
share of their total consumption to energy-related
goods. They are inefficient because their high fiscal
cost precludes other public spending (Coady and
others 2015). Therefore, eliminating these subsidies
while setting up compensatory measures for the poor
could improve both efficiency and equity. Yet, virtually all countries that have attempted energy subsidy
reforms have faced social and political unrest. This is
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Figure 6.3 Fear of sanctions and
participation in decision-making
processes promote cooperation
a. Cooperation in a lab experiment in Uganda
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b. Cooperation in rural Indonesia
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Note: In an experiment conducted in rural Indonesia, villages were randomly
assigned to choose development projects either through meetings at which
representatives would make the selection (the majority of attendees were
government officials, neighborhood heads, and those selected to represent
village groups) or through direct election plebiscites (in which all adults
eligible to vote in the last national parliamentary election could vote). The
villages had to select a general project and a women’s project. After conclusion of the project selection process, respondents were asked about their
plans to make voluntary contributions to the project (labor, money, food).

often because policy makers are not credible in their
commitment to redistribute the savings from efficiency gains.
Perceptions of fairness also matter for cooperation. Experimental evidence indicates that individuals adjust their behavior and are willing to incur a
cost in order to sanction behaviors that they perceive
to be unfair. More specifically, the fairness of the processes through which decisions are made matters.
Participation in the decision-making process has an
intrinsic value in allowing more legitimate choices
(Habermas 1996; Rawls 1997). But participation may
also have an instrumental value by increasing cooperation—for example, in the form of contribution
to the funding of projects or in the form of compliance with decisions made. Experimental evidence
supports this view (Dal Bó, Foster, and Putterman
2010; Goeree and Yariv 2011). A study from Indonesia
indicates greater cooperation when participatory
processes are in place: individuals are more willing
to contribute to projects when the whole village can
cast a vote directly in plebiscites than when the usual
decision-making meetings, run by representatives,
are held (figure 6.3, panel b).
Fairness and “process legitimacy” also matter for
economic opportunities. The credible and consistent
enforcement of laws and regulations, including
property rights, can help expand opportunities and
level the playing field. For example, if property rights
are secure only for some, then those who are not
protected as much as others will respond by underinvesting (Goldstein and Udry 2008). Furthermore,
if individuals think their effort will not be rewarded
because of discrimination, they may exert less effort
(Hoff and Pandey 2006).

How policies to promote
equity can be affected by
power asymmetries
In the Indian state of Maharashtra, villages dominated politically by the Maratha caste are 10 percent
less likely to implement nationally funded antipoverty programs than other villages, even though their
population—who votes in free elections—consists
largely of poor or landless laborers.5 Why? A credible explanation is that the local landed class from
the Maratha caste uses its political power—leading
village councils—to block antipoverty programs,
“buying” votes instead through the provision of
informal insurance to voters in times of financial
crisis. The Marathas are particularly successful in

clientelist strategies thanks to the other “services”
they can provide, such as their trading networks.
Prevailing social norms in the villages—the caste
system—help the Marathas maintain their political
influence because they are the traditionally dominant
caste in Maharashtra and are better able to enforce
sanctions (Anderson, Francois, and Kotwal 2015).
On paper, allowing village councils to select the
beneficiaries of antipoverty programs in a setting in
which the councils are freely elected should enhance
equity outcomes: local governments can be held
accountable, and beneficiaries can better observe and
control their effort because of their proximity. Village
councils, in theory, would also be better at targeting
beneficiaries and selecting public works projects
that are most useful for the community. In reality,
however, as the example in Maharashtra shows, local
influential actors may take advantage of their role in
the allocation of resources to block redistribution,
exchanging political support for short-term benefits.
More generally, asymmetries in bargaining
power shape how commitment and cooperation
are sustained, ultimately affecting whether equityenhancing policies are adopted and implemented.
Although a policy to improve equity may look good
on paper, such as strengthening access to land, it may
also be prone to clientelism and capture (box 6.3).
Groups that directly influence policies—called elites in
this Report—may have more bargaining power than
others because of the existing inequalities in income
or wealth, or the difficulties that other actors face in
organizing and lobbying effectively. Indeed, in the
presence of weakly organized constituencies, political
elites may have fewer incentives to invest in public
goods and improve equity. They may instead engage
in narrow patron-client relationships that maintain
their ability to influence decision making.

Although a policy
to improve equity
may look good
on paper, it may
also be prone to
clientelism and
capture.

Clientelism and capture: Weakening the
commitment to service delivery
This Report, like the World Development Report 2004:
Making Services Work for Poor People (World Bank 2003),
views service provision as a series of relationships
between principals and agents. In the classic case,
the official is the agent of the voter (who monitors
and sanctions the agent). However, this dynamic
of monitoring by citizens is often undermined by
political incentives. Committing to a broad provision
of public goods can be politically disadvantageous
because the benefits of public goods become diluted
among nonsupporters and are more difficult to
monitor—and reverse. By contrast, political candidates may commit to targeted benefits for narrow
Governance for equity

|

173

Box 6.3 Efforts to expand and secure access to land often lead to
capture
Expanding and securing access to land are important policy
areas in efforts to increase economic opportunities. Indeed,
in 2008 an estimated 75 percent of the world’s poor lived
in rural areas and their incomes depended, directly or
indirectly, on agriculture (Ravallion 2015). Thus, improving
and securing their access to land are important to increase
investments and productivity. More equitable access to land
has also been associated with higher equity and efficiency,
both directly and indirectly, through better institutions and
increased citizen participation—an important element of
collective action.a
Land tenure reforms, however, can be used for patronage. The security of land tenure varies considerably across
and within countries, depending greatly on systems
of inheritance, existing social hierarchies, and gender
norms—all of which can hamper the ability of disadvantaged groups to improve their livelihoods. In Vietnam, for
example, individuals with connections to politicians and
bureaucrats have much more tenure security than others
(Markussen and Tarp 2014). In Ghana, property rights are
particularly insecure for women, who are less likely than
men to play local political or social roles.

Interventions to change land tenure, including in cities,
have often been captured and used for patronage. In many
African cities, a range of land interventions, such as land
regularization and resettlement operations, have been
captured by local elites and used for political patronage,
including through corruption of civil servants (such as staff
of the land registry). Bribes may be used to facilitate access
to land, obtain formal tenure, or obtain plots for friends
and political clients (Durand-Lasserve, Durand-Lasserve,
and Selod 2015).
When inequality is too entrenched to expect sales
and rental markets to reallocate land, land redistribution
reforms become necessary. However, because of the
difficulty in reaching agreement on such reforms, they
often take place at times of significant political change,
such as the end of colonial rule, or with strong pressure
from outside, as in the Republic of Korea. When no such
major political changes have occurred, land redistribution
has been spurred by collective action by citizens, including
peasant movements that increased pressure for reform,
such as in Brazil (Binswanger-Mkhize, Bourguignon, and
van den Brink 2009).

Source: WDR 2017 team.
a.	For microeconomic evidence in India, see Banerjee and Iyer (2005). For a comparison of North and South America, see Engerman and Sokoloff (2002).

groups of “clients”—such as their ethnic group or
their caste—because they can more credibly deliver,
and control, these benefits. For example, politicians
can target input subsidies for farming to supporters,
while maintaining a threat to remove the subsidies.
Such arrangements ensure that supporters credibly
commit to backing politicians, while politicians also
have a credible tool to “punish” supporters if they
defect (Bates 1981).
In such clientelist settings (see box 6.4), the
traditional principal-agent relationship between
citizens and officials breaks down, and accountability becomes up for sale (figure 6.4). Clientelism can
affect the adoption and implementation of policies
in two main ways. In the first, citizens’ expectations
of politicians become skewed (some receive targeted
benefits, whereas many may go without). In the second, service providers extract rents because they play
a role in politicians’ reelection (Bold and others 2016).
Both cases lead to breakdowns in commitments to
long-term objectives.
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In the first form of clientelism (clientelism case 1
in figure 6.4), the interaction between public officials
and citizens is distorted: rather than officials acting
as the agents of citizens and voters monitoring and
sanctioning officials, the dynamic becomes a bargain in which the politician “buys” the citizen’s vote
for what usually are short-term gains (Khemani and
others 2016). These bargains tend to be more frequent
where individuals have a higher time preference for
the present with respect to the future. The poor and
disadvantaged are particularly vulnerable to exchanging their votes for short-term benefits in the form of
transfers because their pressing needs make their
discount rates for the present higher than those of
the better-off. Where commitments to broad-based
policies do not appear to be credible—for example, in
situations with limited state capacity—such voting
behavior is rational, not merely short-sighted. This
clientelist bargain tends to lead to a breakdown in
commitment to programmatic objectives. Evidence
suggests that clientelism in the form of vote buying

Box 6.4 Defining and measuring clientelism
Clientelism is a political strategy characterized by giving
material goods in return for electoral support (Stokes 2009).
Clientelism can be viewed as a two-party encounter between
a politician and a voter (Hicken 2011). It is, however, often
organized in networks, which can be based on districts or
regions. As a result, a central part of clientelism’s organizational structure is an intermediary or a broker, whose role is
to mobilize a network of local voters in exchange for financial
payment or patronage jobs. The behavior and strategy of a
broker and the contractual arrangement with the national
politician are thus an important element of clientelism.a
A number of studies mentioned in this chapter emphasize the negative impact of clientelism on the provision of
public goods. Indeed, it can entail significant welfare costs
for societies (Bardhan 2002). When it is prevalent, voters

act to pursue short-term benefits rather than focus on
broad policy considerations such as equitable and sustainable reforms.
Measuring clientelism is a challenge. Distinguishing
empirically between public goods and private goods can
be complex. For example, infrastructure projects, typically
considered a public good, can be locally targeted to a
specific geographic area.b By contrast, redistribution promised by politicians to win votes can be beneficial to broad
groups. For example, in the cases of the Peruvian Social
Fund (Schady 2000) and the investment in infrastructure
in Spain from 1964 to 2004 (Solé-Ollé 2013), even though
welfare-enhancing transfers were targeted to secure votes,
the policies benefited large swaths of the population,
beyond those targeted to win elections.

Source: WDR 2017 team, based on Wantchekon (2016).
a.	See Stokes (2005); Cruz (2013); Holland and Palmer-Rubin (2015); and Schneider (2015).
b. See review in Bouton, Castanheira, and Genicot (2016).

Figure 6.4 A politician can become an agent of the
provider in clientelist settings
a. Classic case

b. Clientelism case 1

c. Clientelism case 2
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is associated with a lower provision of public services
(Khemani 2015).
In a second form of clientelism (clientelism case 2
in figure 6.4), specific groups capture policy-making
processes, reducing the incentives of public officials to
adopt and implement policies for their constituency as
a whole. This capture takes place when public officials
grant benefits in exchange for the political support
of a single-issue or homogeneous group. In this equilibrium, public officials become accountable to such
groups, including—but not limited to—service providers, whose support becomes indispensable for officials’ political survival. Public sector providers, such
as teachers’ unions, may extract rents through the
diversion of public resources or through lower effort
in the form of absenteeism or low-quality service provision, which can hamper the delivery of services such
as education, health, or infrastructure (see spotlight 8
for a broader discussion of the governance challenges
in service delivery).
When groups in charge of providing services
capture politicians, monitoring and sanctioning of
these providers are no longer credible, leading to a
weak commitment to service delivery. A policy experiment in Kenya illustrates this point. It compared
the impact of contract teachers in interventions
managed by nongovernmental organizations (NGOs)
and interventions run by the government. Test scores

Sources: WDR 2017 team, extending World Bank 2003 and Khemani and others 2016.
Note: Arrows indicate who is responsive to whom.

increased only in the intervention run by NGOs,
indicating that the NGOs were more credible in
implementing sanctions—through firing—than the
government (Bold and others 2013).
Policy makers’ lack of credibility in sanctioning
public sector workers results in part from the role
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that the latter play in politics. In clientelist contexts,
public sector jobs may be awarded in exchange for
political support. For example, in surveys conducted
by the Program on Governance and Local Development (GLD) in countries in the Middle East and North
Africa, between 40 and 70 percent of respondents
stated that political connections are as important as
or more important than qualifications to obtain a
government job (figure 6.5)—see GLD (2016). In theory, a job is an attractive way for politicians to reward
supporters. Politicians can exercise control over the
careers of public sector workers, such as their location and promotions, and thus have a credible threat
to maintain the workers’ support. And it is in the
interest of public sector workers to support politicians, thereby obtaining help for their careers.6
When sanctioning of service providers is not credible, the most blatant consequence is the diversion of
financial resources. For example, in most countries
in Europe and central Asia, more than one-third of

Jordan

Egypt,
Arab Rep.

Figure 6.5 In some countries in the Middle East and
North Africa, a large proportion of citizens believe
that connections are as important as or even more
important than professional qualifications in
obtaining a government job
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Sources: University of Gothenburg 2016, using data from GLD 2016.
Note: The question: “What is the importance of a person’s professional qualifications in obtaining a
government job relative to other factors? Please indicate whether each is more important, equally
important, or less important as a person’s experience and professional qualifications? 1. A person’s
political affiliations. 2. A person’s personal network, relation to influential people. 3. A person’s family
or tribal affiliation.” The graph shows the percentage stating that each factor is more important (or
as important) than (as) experience and qualifications in obtaining a government job in each country.
Data are for the following years: Egypt, 2012; Jordan, 2014; Libya, 2013; Tunisia, 2015. Surveys are
administered among a nationally representative sample of citizens in each country (using probability
proportion to size sampling).
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individuals report that informal payments (such as
bribes and under-the-table payments) are made to
access health services; this proportion rises to 9 out
of 10 persons in Azerbaijan (figure 6.6). In education,
corruption also affects learning outcomes. In Brazil,
students’ test scores in mathematics and Portuguese
are higher when corruption is lower in the municipalities where the schools are located (Ferraz, Finan, and
Moreira 2012).
Capture that undermines the role of officials in
sanctioning service providers goes beyond the diversion of financial resources; it also helps to explain
absenteeism and lack of work effort. Averaging
across Bangladesh, Ecuador, India, Indonesia, Peru,
and Uganda, a survey conducted by unannounced
enumerators found that about 19 percent of teachers were absent from primary schools (Chaudhury
and others 2006). Absentee rates for health workers
in the same countries were even higher: 35 percent
on average. Recent data measuring teacher absenteeism in the classroom in seven countries in SubSaharan Africa reveal very high rates: as much as
56 percent in Mozambique. Even when teachers are
in the classroom, they often are not teaching or not
teaching well. Similarly, health workers often exert
little effort: in Senegal, clinicians spend an average of
only 39 minutes a day counseling patients (Bold and
others 2011).
Clientelism and capture further hamper a government’s ability to raise resources and commit to
service delivery in the future. Providing few public
goods can undermine economic activity and future
taxation. In theory, this is one way politicians can
maintain power over “clients”; they can reduce the
alternatives in the private sector (Robinson and
Verdier 2013). For example, in Sierra Leone President
Siaka Stevens dismantled the railway leading to a
region with a high concentration of supporters from
the opposition party. Although interpretations of the
underlying reason for this differ, some argue that the
“presence” of the state in certain parts of the country
was deliberately maintained at a low level (Abraham
and Sesay 1993, 120; Acemoglu and Robinson 2012).
Breakdowns in cooperation: Contributing
(or not) to public goods
Actors potentially affected by reforms, such as on fiscal policy, may prevent the adoption of such reforms,
especially when the actors are part of a cohesive
group. Consider the contrasting examples of a failed
land tax reform and a successful personal income tax
reform in Uruguay. In 2006 Uruguay introduced a

reform aimed at increasing the efficiency and the progressivity of its fiscal system. Its central feature was
the introduction of a progressive personal income
tax intended to improve redistribution, reduce the
tax burden on the poorest taxpayers, and increase
revenue collection.7 The government was able to
limit opposition to the reform by offering transparent
information on the impact of the reform and publicizing the government’s commitment to fight and
punish evasion. Moreover, opponents did not object
with a united voice. By contrast, a few years later, in
2012, when the government proposed a progressive
tax on land assets, medium and large landholders,
together with cattle-raisers and managers of large
rural estates, rallied together against it. The reform
then failed to pass and was ruled unconstitutional by
the Supreme Court. A plausible explanation for this
result was the organized legal action of the two main
associations representing the interests of the landed
elites (Rius 2015).
However, even when economic elites form a
cohesive group, changes in their incentives can affect
whether taxation and public spending reforms in
favor of the poor are adopted. Faced with changing
economic conditions or fear of citizen-led regime
change, even cohesive elites can push for increased
taxation and social spending. As noted earlier, the
first antipoverty programs in 19th-century England
and Wales were pushed by the landed aristocracy
to keep cheap labor in the countryside and prevent
it from migrating to urban areas at a time when the
French Revolution spurred fear of revolts. In South
Africa during apartheid, white elites financed the
eradication of white poverty through direct taxation,
seeking to stabilize segregation and prevent interracial solidarity among the poor white minority and the
black majority (Lieberman 2003).
Social norms: At times hindering the
effectiveness of de jure reforms aimed at
increasing cooperation
Social norms and individuals’ beliefs about how other
people—both fellow citizens and public officials—
will behave also matter for equity. Policies may fail
to expand opportunities when deeply rooted social
norms, such as those related to gender or racial discrimination, are not addressed. For example, evidence
suggests that entrenched norms and beliefs about the
ability of women to be effective political leaders are
associated with lower representation of women in
national parliaments, which has negative effects on
the introduction of inclusive policies (see chapter 7).

Figure 6.6 Unofficial payments for education
and health services are widespread in Europe and
Central Asia
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At times, even when a specific reform passes
and is not captured, entrenched power or norms
may make it ineffective. Indeed, de jure reforms are
often not enough to improve economic opportunities
sustainably. A good example is what happened to
the African-American population in the U.S. South
following the end of the Civil War in 1865, despite
radical changes on paper. Although slavery had been
abolished, little else changed for African Americans
in the South. The white elites adopted measures
to maintain low wages and restricted mobility for
African-American workers (Ransom and Sutch 2001).
And a measure to grant each freed slave 40 acres of
land failed to pass (Wiener 1978). Another hundred
years would pass before more profound changes
occurred.
De jure reforms are particularly at risk of not being
implemented when they clash with prevailing social
norms, including customary law (see chapter 3).
Efforts to expand opportunities—such as legal reforms
to improve women’s rights and opportunities—can
remain ineffective if norms that consolidate existing
asymmetries in bargaining power are not changed
(Milazzo 2016). For example, norms can hinder the
effectiveness of land titling programs in improving
women’s access to land. Women may be afraid to
claim their titles for fear of social sanctions and backlash from their husbands and families, as occurred in
Bolivia and the Lao People’s Democratic Republic
(Giovarelli and others 2005; World Bank/FAO/IFAD
2009).
On the other hand, the introduction of formal
rules may, in some circumstances, undermine
pro-equity social norms and voluntary compliance—
for example, in terms of philanthropic giving or
tax compliance. Consider progressive tax reform in
ancient Greece (Christ 1990). Before the reform, the
wealthy were responsible for financing public goods
and services, especially festivals and military campaigns, through a practice called liturgies. As a reward
for their cooperation in fiscal affairs, the wealthy
liturgists enjoyed the prestige of being appointed
to public office and could claim leniency if tried in
court. In this sense, tax compliance was seen as a civic
honor. Under a tax reform, however, liturgies moved
from voluntary to compulsory. This shift resulted in
diminished social recognition of the taxpayers, who
could no longer claim privileges before the judges on
the basis of their cooperation. As a result, the wealthy
liturgists became increasingly reluctant to pay taxes
and tried to conceal their wealth or transfer the role
of paying taxes to even wealthier individuals.
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Leveling the playing field
and making governance
more responsive to all
Expanding opportunities for disadvantaged individuals is potentially beneficial for growth in the medium
and long term, but it may threaten the interests of
certain groups. When such groups have a direct influence on policy design or implementation, including
because of existing patterns of inequality in income
or wealth, they may be able to block or undermine
reforms. Effective policy design should therefore take
into account the bargaining power of the different
actors involved. Threats to policy adoption and implementation need to be fully considered, incorporating
ways to increase the cost of blocking reforms. Designing policies that are based on the existing bargaining
power among actors may be more likely to make them
successful in the short run. Ultimately, however, it
may be necessary to modify the policy arena in order
to enlarge the set of policies that can be successfully
adopted and implemented.
Expanding the set of equity-oriented policies
that can be effectively implemented will depend on
modifying the policy bargaining process by changing
the incentives and preferences of actors who bargain
or by reducing the entry barriers for actors who are
more likely to adopt redistributive policies—including those from disadvantaged groups. Efforts to
adopt policies that imply losses for certain powerful
actors may benefit from providing those actors with
incentives to support the reform (such as bundling the
policy with others that benefit them). Another entry
point, shaping preferences, can enhance collective
action—for example, by building common interest
around certain policies. Moreover, enhancing contestability is a key entry point to help solve power asymmetries. For example, increasing the direct representation of disadvantaged individuals in legislative
assemblies can promote policy makers’ commitment
to reforms that improve equity.
Changing actors’ incentives in the policy
arena through voting and information
Understanding the incentives needed to convince
influential actors to adopt and implement policies
that will benefit the poor and disadvantaged is key
to improving equity. In the example from Kenya
discussed earlier, even though involving parents in
school monitoring after new contract teachers were
hired helped improve outcomes, this success was not

scaled up because the government lacked incentives
to credibly implement sanctions (Bold and others
2013; Duflo, Dupas, and Kremer 2015). This example
illustrates the need to change the incentives of elected
leaders. Faced with new incentives in the context of
changing economic conditions or rising citizen pressure, elites may increase taxation and social spending,
as illustrated in the previously discussed example of
the adoption of antipoverty programs in 19th-century
England and Wales (Lindert 2004).
In some contexts, when political elites face stiff
competition as well as high demand for public goods,
they may be under more than the usual pressure to
deliver services because they may need to broaden
their support base. In the United States, there is evidence that greater political competition has led to
more new infrastructure (Besley, Persson, and Sturm
2010). In Brazil, there is also evidence of less corruption among mayors who face reelection (Ferraz and
Finan 2011). When politicians face increased competition, they may delegate implementation decisions
to better-trained bureaucrats to whom they also give
more autonomy (Rasul and Rogger 2015). However, in
clientelist settings more competition may not always
result in more public goods. The effects of competition depend on whether the constituencies whose
support politicians require are easier to win over
with public goods or targeted policies. For example,
competing for the votes of the middle class—which
demands public goods—can make politicians opt out
of clientelism (Weitz-Shapiro 2012).
The engagement of disadvantaged groups through
voting can change the incentives of political leaders.
In the United States, laws that extended women’s
suffrage were followed by increases in public health
spending and door-to-door hygiene campaigns
(Miller 2008). In Brazil, the effective enfranchisement of poorer and less educated voters, thanks to
improvements in voting technology using electronic
ballots, contributed to an increase in the number of
prenatal visits by health professionals, and possibly
to a decrease in the prevalence of low birth weights
among less educated voters (Fujiwara 2015).
New experimental evidence indicates that communication and deliberation can help overcome
clientelism. More avenues for communication can
allow politicians and voters to uncover common
interests. They can also allow voters to learn about
one another’s preferences and expectations and to
update beliefs about candidate quality. For example,
experimental evidence from Benin suggests that town
hall meetings reduce the prevalence of clientelism

(Fujiwara and Wantchekon 2013). The effects may be
ambiguous, however, because increased communication may also help to better identify targeted shortterm benefits.
The provision of information can help transform
incentives and overcome collective action problems,
but information alone is not enough. In the case of
tax reforms, people may misinterpret the effects of
a redistributive reform, prompting them to oppose
it even though it would benefit them (Cruces, PerezTruglia, and Tetaz 2013). For example, Bolivia tried to
introduce a progressive personal income tax with a
flat rate of 12.5 percent and a no-tax threshold of twice
the minimum wage. The announcement of the reform
led to massive public protests, including by certain
professionals who believed they would bear the
largest cost of the reform, even though their salaries
fell in the no-tax area. The government’s inadequate
effort to explain that the tax would have affected only
a small group of high earners and mistakes in communicating the reform, such as addressing the group
of potential losers as the “middle class,” contributed
to the demise of the tax (Fairfield 2013). By contrast,
in Uruguay, during the successful personal income
tax reform in 2006, the government effectively communicated that only wealthier individuals would be
affected (Rius 2015).
Information is, in theory, a critical tool to monitor
elites, including service providers. For example, an
experiment in primary health care in Uganda that
mimicked traditional community-driven development approaches found that the quality of care or
health outcomes improved only in the subgroup in
which communities were also provided with information on the relative performance of the facilities.
Such information helps identify what is within the
control of policy makers or service providers (Bjorkman, De Walque, and Svensson 2014). In Pakistan, a
randomized experiment that gave parents information on the performance of private and public schools
increased test scores, decreased private school fees,
and increased primary enrollment (Andrabi, Das, and
Khwaja 2015).
However, the provision of information on its
own often fails to improve delivery because many
implicit assumptions link the provision of information to improving services. In particular, information
on local interventions may improve outcomes only
when the constraints related to asymmetries in
bargaining power are alleviated. For example, in an
experiment in Kenya, providing information on children’s performance in schools and how parents could

The provision of
information can
help transform
incentives
and overcome
collective action
problems, but
information alone
is not enough.
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take action to help their children did not increase parents’ participation in monitoring. The study suggests
that experiments providing information make many
implicit assumptions; two important ones in this case
that seem to be wrong are that parents think that
monitoring services is their responsibility and that
they can do anything about it (Lieberman, Posner, and
Tsai 2014).
Other mechanisms, such as earmarking resources,
can also change incentives for adopting policies. Bundling reforms that improve equity with other reforms
that matter to opposing elites may increase their
buy-in. For example, in tax reforms earmarking can
help garner support. Although earmarking has been
criticized for generating rigidities in the fiscal system, it has been used often to improve commitment
and convince elites to accept reforms (Fairfield 2013).
Colombia, for example, managed to pass a wealth
tax levied on the richest 1 percent of the population
because the tax revenues were explicitly devoted to
security and crime reduction.

Involving
excluded groups
in the design and
implementation of
specific policies,
such as taxation,
can help increase
cooperation.
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Shaping preferences to increase
cooperation
Collective action—particularly cooperation—can be
enhanced by building common interest. It is argued
that external conflicts have played a role in development by helping build common interest against a
common enemy (Besley and Persson 2010). However,
stressing the identity of certain groups and improving their participation in policies may improve the
outcomes for these groups, but it could come at the
expense of other groups, or at the expense of longerterm benefits. For example, in India the political
reservations (electoral quotas) for scheduled tribes
increased social welfare spending in their favor, but
they decreased spending on education (Pande 2003).
Scheduled tribes may perceive that they will receive
low returns on their education and thus may decide to
invest less in it. Although higher social welfare spending is beneficial to them, it comes at the expense of
redistribution that could benefit other groups and
that may be more beneficial in the long term.
Rigorous work on how to build common interest
in times of peace is lacking, but there is evidence that
education can play a role. A study of border regions in
Kenya and Tanzania that were “artificially” divided by
colonial powers and thus share many common characteristics found that ethnic fractionalization does
not lead to the underprovision of public goods on the
Tanzanian side of the border as much as it does on the
Kenyan side of the border. Miguel (2004) attributes
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this finding to the fact that schools in Tanzania more
actively foster a national identity than do schools in
Kenya, thereby improving cooperation in the provision of public goods.
Enhancing contestability
Increasing the direct representation of disadvantaged
or minority individuals in legislative assemblies and
other political bodies can help sustain commitment
to pro-equity reforms. For example, the significant
increase in the proportion of women in national legislative assemblies over the last 20 years (even though,
at below 30 percent, it remains low) has helped to
bring about policies that are more aligned with women’s preferences. Evidence from India demonstrates
that women taking part in village councils vote for
public goods that are more aligned with their preferences and that improve health, such as investments
in safe drinking water (Chattopadhyay and Duflo
2004). Other studies find that political reservations
(electoral quotas) for scheduled tribes and castes lead
to higher spending on social welfare for scheduled
tribes and more jobs for scheduled castes (Pande
2003). Ultimately, the political representation of disadvantaged groups seems to be effective in reducing
poverty (Chin and Prakash 2011).
Involving excluded groups in the design and
implementation of specific policies, such as taxation, can help increase cooperation. One promising
example is explicitly taxing the informal sector in
developing countries.8 In Ghana, as of 1981 informal
public transport workers were successfully incorporated into formal tax policy, thanks to the delegation
of tax collection to informal sector associations. This
arrangement is believed to have increased tax revenues (Joshi and Ayee 2009), and it was extended to
32 other informal sector associations (Joshi, Prichard,
and Heady 2014). An important element of the success
of this policy is that it improved taxpayer services,
providing incentives for cooperation. Importantly, it
introduced a culture of tax compliance in a sector previously neglected by the tax authorities. Ultimately,
the associational form of taxation moved in 2003
to a more cost-efficient presumptive tax regime in
which drivers are asked every quarter to buy a sticker
and display it on their vehicle’s windshield (Prichard
2009).
In service delivery, “empowering” users by involving them in management can help improve services
and reduce capture. For example, when parents’ councils at schools are well trained and have credible sanctions, they can improve educational outcomes (Bruns,

Filmer, and Patrinos 2011). In a reform experiment in
Kenya to hire contract teachers, capture by civil service teachers was lower by a third in the subgroup of
schools in which school committees received training
in school-based management. In this subgroup, the
school committee was better able to monitor the hiring of contract teachers and reduce absenteeism and
the hiring of relatives (figure 6.7).
Reducing power asymmetries through contestability mechanisms is not without challenges,
however. Capture can occur even in participatory
programs, such as community-driven development,
that specifically seek to include disadvantaged individuals in policy-making processes. These individuals may participate less in these processes because
of the higher opportunity costs of their leisure time,
or because entrenched social norms make it hard to
oppose those who traditionally hold more power (box
6.5). This is an example of how good institutional
forms sometimes fail to perform their functions.
Measures to empower users may work best if they
are linked to political authorities in order to change
the power dynamics with providers. In Indonesia,
for example, a field experiment compared various
mechanisms to strengthen school committees. The
results suggested that linking school committees,

Figure 6.7 Empowering parents
with school-based management
training helps lessen capture (teacher
absenteeism) in Kenya
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Source: WDR 2017 team, based on Duflo, Dupas, and Kremer 2015.
Note: Attendance was measured by the percentage of teachers present in
school during a surprise visit.

Box 6.5 Local elites can capture public spending despite participatory
programs
Reforms to increase public spending in favor of disadvantaged individuals may be captured by local elites, who can
disproportionately sway expenditure decisions (Galasso
and Ravallion 2005). Capture occurs even in participatory
programs such as community-driven development (CDD),
despite program objectives to include disadvantaged
individuals in spending decisions. CDDs are a form of
decentralization of spending that seeks to allow decisions
to be better aligned with the preferences of local communities and, through participation, foster collective action.
A review of participatory programs, however, has found
evidence that the poor benefit less from these programs
than the better-off (Mansuri and Rao 2013).
Existing patterns of inequality and poverty shape how
collective action takes place in villages. One reason CDDs
may not benefit poor people is that even when, on paper,
the poor are supposed to take part in decisions, in practice

they do so less often and to a lesser extent than more
advantaged individuals—that is, in the framework of this
Report, CDDs often fail to improve contestability because
they do not lower the entry barriers for the poor in decision making. As a review of participatory programs found,
participants in “civic activities tend to be wealthier, more
educated, of higher social status (by caste and ethnicity),
male, and more politically connected than nonparticipants”
(Mansuri and Rao 2013, 5). The opportunity cost to participate is higher for the poor because they have less leisure
time and need to work longer hours to generate income.
In addition, when they participate, it is more difficult for
them to influence outcomes because they are less educated or may find it difficult to debate with and contradict
individuals who traditionally hold influence and authority
(Abraham and Platteau 2004).

Source: WDR 2017 team.
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which are considered relatively powerless, to elected
village councils through joint meetings and action
plans was the most cost-effective method to increase
test scores. Linking school committees to village
councils alleviated some of the power constraints
that committees faced on their own (Pradhan and
others 2014).
If the credibility of sanctions by parents and communities is limited, empowering parents may not be
effective. In the absence of formal sanctions to hire
and fire (such as in well-trained school councils),
school-based management may exercise influence by
exerting social pressure on providers. However, when
teachers or health workers are wealthier or more
influential than the users of their services, the latter
may not be able to exert social pressure. For example,
interventions to empower communities to monitor
health clinics in Uganda are less successful in areas
with higher inequality (Bjorkman and Svensson
2010). In Mexico, grade failure and dropout rates were
not reduced in poorer communities after a schoolbased management program was rolled out (Gertler,
Patrinos, and Rubio-Codina 2012).
Given the limits of local actors, what matters for
more significant reforms is the balance of power
between providers and politicians and how they
bargain. Some reforms that have managed to include
unions and balance their power have succeeded. For
example, in Chile ambitious education reforms were
passed because of the inclusion of unions in a setting
in which the executive had high credibility. Workers
approved the increase in spending in exchange for
performance pay reforms (Mizala and Schneider
2014).

Improving policy
effectiveness by taking into
account asymmetries in
bargaining power
Policies can be blocked, captured, or rendered ineffective when their design does not account for asymmetries in bargaining power. Assuming that some actors
want to implement reforms that improve equity, how
can these reforms be designed, passed, and implemented effectively?
Asymmetries in bargaining power need not result
in failed policies. Reforms can be successful in improving equity if their design takes into account how the
bargaining power of different actors will affect policy
implementation, including at the national and local
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levels, across income groups, and between service
providers and users.
To design more effective policies, those in the policy arena must understand the existing patterns of
inequality. For example, anyone considering at which
level reforms should be implemented should take into
account how national and local elites shape policies.
Although decentralization or participatory development may seem promising on paper, elites may be
more entrenched at the local level than at the national
level (Bardhan 2002). Indeed, one of the founding
documents of the United States, The Federalist Papers,
argued for the need for federal intervention because
of the risk that vested interests would capture local
governments, leaving minorities less protected (Hamilton, Madison, and Jay 1788).9 Decentralization can
also create spaces where de jure power and de facto
power conflict, potentially undermining policies. In
some Sub-Saharan African countries, opportunities
for bribes stem in part from incomplete decentralization; central authorities may, for example, try to retain
power over land allocation in practice despite de jure
decentralization (Durand-Lasserve, Durand-Lasserve,
and Selod 2015). Policy design needs to be comprehensive and reduce room for local elites to intervene
adversely. For example, increasing resources that aim
to fund pro-poor policies may increase the incentives
of local elites to be involved in policy making in order
to capture these new resources (Mansuri and Rao
2013).
Beyond national and local elites, it is important
to weigh how different groups in society will shape
the effective implementation of policies. In the case
of social safety nets, failing to take into account the
different bargaining power of the actors involved, at
every stage of the design, may lead to the failure of
reforms. For example, although social safety nets that
target the poor may be cost-effective for reducing poverty, such policies may face opposition from groups
that do not benefit from them (box 6.6). Project design
can partly improve the performance of community
projects and decrease the adverse impacts of local
inequality. For example, in 99 rural communities in
northern Pakistan, projects that required more labor
inputs (to which villagers could contribute directly
and thus monitor) and less capital (which is more
difficult to monitor) were better maintained, even
in communities where land inequality was high
(Khwaja 2009).
This chapter has described various mechanisms
for adopting and effectively implementing equityoriented policies, but these mechanisms come into

Box 6.6 Designing social safety nets to account for asymmetries in
bargaining power
Asymmetries in bargaining power matter at every stage of
the design of social safety nets. Policy makers and development practitioners need to decide whether to target a
particular group, how to target it, how to operationalize the
program, and how to choose the nature of the benefits.
Whether to target a particular group. Gauging the influence and bargaining power of actors matters at the earliest
design stages when deciding whether to target a particular
group at all. Because of financial constraints, targeting the
poor may be the most cost-efficient policy to reduce poverty. The “first-best” approach may be to reform consumer
subsidies to protect the poor from price increases. However,
passing the reform may require compensating other groups
that may be more connected to political elites or better
able to organize to demonstrate. For example, when the
Dominican Republic adopted gasoline subsidy reforms, the
transport industry was influential enough to obtain compensation for the reforms. Such compensation may not be
cost-efficient, but failing to compensate the industry could
have stopped the reform from passing altogether. Similarly,
the compensatory cash transfers for removing the electricity subsidy also covered part of the middle class to preempt
opposition (Gallina and others, forthcoming).
Targeting methodology. The choice of targeting methodology also needs to take into account the existing bargaining power among actors. Indeed, when it is not easy to
target the poorest, putting communities in charge of allocating benefits may appear to be the best technical solution.
However, in practice it may allow members of the elites to
block or capture programs or use them for political gain.
Operationalization. For a given reform design, its operationalization must also take into account asymmetries in

bargaining power: who registers applicants, who validates
applications, and who is present during the process.
Politicians may want to be involved at every step for political gain. However, when they are, the benefits of the reform
may shift toward political supporters, although there is no
clear evidence about the extent of the bias (Weitz-Shapiro
2012).
Amount and nature of benefits. In choosing the amount
and nature of benefits, the approach that is the technical
first-best may not be the preferred tool of policy makers.
Giving cash to households is usually the technically firstbest approach because it allows them to better allocate
their total expenditure. Incumbent authorities, however,
may prefer to distribute food because it is easier to publicize and exploit for political gain. This loss of efficiency
may be further aggravated if the authorities prefer food for
more lucrative reasons—because it may benefit influential
food-importing and transporting groups (Graham 1994).
All the initial choices in program design can have
longer-term or spillover negative consequences by further
entrenching power relations. These choices could, however,
help pass reforms in the short term. Reforms, by improving
the livelihoods of the poor and their investment in human
capital, can ultimately help rebalance power in their favor.
Some cash transfer programs in Latin America are credited
with contributing to the empowerment of the poorest citizens. However, these trade-offs may also reinforce vested
interests, such as food importers when benefits are in kind,
or local elites when the only way to implement reforms
is to involve the elites in the allocation of benefits. Such
trade-offs need to be carefully considered when designing
reforms.

Sources: Aline Coudouel, World Bank Social Protection, Labor, and Jobs Global Practice, and WDR 2017 team.

play only if processes for change have already begun.
Part III of this Report delves into these processes.
Chapter 7 examines when and how elites permit new
actors to bargain over policies, including through
changes in incentives or preferences. When elite
bargains are not conducive to more accountability to
citizens, disadvantaged groups may organize in order
to have more voice in society. This possibility is discussed in chapter 8. Chapter 9 concludes this Report
by examining the role of international actors and processes in influencing the domestic policy arena.

Notes
1. Philosopher John Rawls (1971) starts his classic
A Theory of Justice by saying that “justice is the first
virtue of social institutions, as truth is of systems of
thought.” Rawls associated the notion of justice precisely with fairness.
2. Along the same lines, Sen (2002) discusses the notion
of opportunity freedom and process freedom.
3. In 1974 sociologist James Coleman wrote a critique
of Rawls’s A Theory of Justice in the American Journal of
Sociology (Coleman 1974). In that critique, he mentions
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4.
5.

6.
7.
8.

9.

that Rawls dismissed a whole line of work in sociology that discusses the notions of “ascription versus
achievement.” Ascription refers to status. Every
child born—even though he or she does not have any
achievement yet (related to effort)—has a position in
the distribution of power in society, as determined by
the status of his or her parent or parents.
Atkinson (2015); Bourguignon (2015); Milanović (2016).
This estimate includes village-level controls (among
others, distance to natural water sources, distance to
railways and national roads, soil quality measures,
rainfall levels, total village population, proportion of
village population belonging to the Maratha caste,
whether the seat in the gram panchayat is reserved)
and regional fixed effects (Anderson, Francois, and
Kotwal 2015).
Gordin (2002); Calvo and Murillo (2004); Robinson
and Verdier (2013).
Barreix and Roca (2008); Martorano (2014); OECD/
ECLAC (2014).
The informal sector may already be indirectly affected
by taxation on intermediate goods or trade taxes
(Stiglitz 2010).
See especially Federalist No. 10, “The Same Subject Continued: The Union as a Safeguard Against
Domestic Faction and Insurrection,” written by James
Madison and originally published anonymously in
the New York Daily Advertiser, November 22, 1787.
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