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Abstract

Since the 1990s, poverty and the ways to redutihgve become a central paradigm in development
economics, not only in academia but among thenat@nal financial institutions (the World Bank and
the International Monetary Fund). Indeed, after WWhinking on development was focused on
growth. A major shift occurred in the late 1990&jsk has consisted in the replacement of ‘growth’ o
‘development’ as a goal of policymakers and inteéomal institutions and a central theme of research
in development economics, by poverty and its rednctogether with an expansion of the meanings of
the concept of poverty. The key points of the pagrerthat this shift represents a crucial turniognp

in the conceptual framework of economic thoughtardng developing countries. It represents a
narrowing of the agenda of governments vis-a-vésgievious one of growth and development, and the
acceptance that development is no longer the prigagal of public policies, of governments and thei
citizens, and that the previous actions, policiesl aesearch elaborated over decades since the
beginnings of development economics wiaréne a failure. This shift is also an implicit substitin of
difficult objectives with highly complex causal pesses for concepts that can be measured and easier
short-terms goals, such as lifting up specific goof a population above a poverty line. These new
objectives are also more consensual and attradthe paper firstly presents key steps of the eimiut

of the thinking in development economics since WWHhen critically assesses the conceptual
framework that has emerged at the end of tfec2@itury regarding poverty in developing countries,
particular its multidimensionality and the pre-eenge of measurement issues and quantification. It
finally analyses the associated shift in policy-ingkas a result of reciprocal exchanges between
academic research and policymakers and donorshvilaiee helped to consolidate the new paradigm.

1. Introduction

Since the 1990s, poverty and the ways to redudirftave become a central paradigm in
development economics, not only in academia bubutiinout multilateral institutions,



particularly among the international financial ihgions (IFls, i.e. the World Bank and the
International Monetary Fund) and the bilateral ajgncies of donor countriés.

After WWII, thinking on development was focused gnowth, with both concepts viewed as
more or less identical. External shocks affectmogital commodities in the late 1970s showed
the fragility of the growth strategies pursued ltiten. It is in this context that a major shift
occurred in the late 1990s. Research was explassiges such as the increase in inequality
between countries and the possible appearanceludfs’cof countries, with some countries
within the broad group of ‘developing countriesesengly caught in economic stagnation
while others, such as East and Southeast Asiantroesinvere spectacularly advancing on the
path of growth. ‘Low-income countries’ or ‘leastvédoped countries’ appeared to constitute a
group that was challenging the traditional objexti¥ development or growth.

This shift has consisted in the replacement of ighd or ‘development’ as a goal of
policymakers and international institutions andeatral theme of research in development
economics, by poverty and its reduction, togethih \&an expansion of the meanings of the
concept of ‘poverty’. This was officially acknowlged in the sphere of policy-making,
governments and aid agencies, at the level of tNe by the latter's commitment to the
‘Millennium Development Goals’ (MDGs): e.g., ‘hahg world poverty by 2015’ and other
related goals in the areas of education and heBltimors and governments in developing
countries adjusted all their policies to reachimgse goals.

The paper shows that this shift represents a drtwgiaing point in the conceptual framework
of economic thought regarding developing countridis. results from the reciprocal
strengthening and convergence of the concepts byidicademic research and aid agencies,
which characterises development economics. It semte a narrowing of the agenda of
governments vis-a-vis the previous one of growtld alevelopment. Interestingly, this
narrowing of the policy agenda has been made gessiban expansion of the meanings and
dimensions of the concept of poverty - such as, éoample, the dimensions of ‘human
development’, or inequality, or social inclusioravthe concept of relative poverty. This shift
reveals the emergence of a new paradigm, i.e.dbepéance that development is no longer the
priority goal of public policies, and that the pi@ys actions, policies and research elaborated
over decades since the beginnings of developmartoeaics (by definition centred on the
objective of ‘development’) weria fine a failure.

This shift is also an implicit substitution of dd@ilt objectives with highly complex causal
processes for concepts that can be measured amel sh®rt-terms goals: rather than
investigating and promoting the bases for sustailoed-term growth, lifting up specific
groups of a population above a poverty line. Thase objectives are not only simpler and
more circumscribed, but also attractive and likedyform a consensus: no researcher or
policymaker would disagree that abject poverty, @oger within a poor country, is a situation
that must be changed, and no one would be agamstty reduction as a desirable goal.

The paper is structured as follows. Firstly, itganets a series of concepts that have marked the
evolution of the thinking in development econonsasce WWII, which show that the focus
was on development, growth and institutions, muabremthan on poverty. Secondly, it

! The author is very grateful to Raymond Toye far ieful comments, though the usual caveat applies.



critically assesses the conceptual framework tlaat émerged at the end of thé"a@ntury
regarding poverty in developing countries and xgamsion to many dimensions, e.g., ‘human
development’, at the micro level (e.g., the micaeamics of households) and the macro level
(e.g., the debates on poverty traps). This framkwwas been shaped by objectives of
measurement and the pre-eminence of quantificatih econometric methods, which have
been made possible by large surveys that were yniaséinced by donors. Finally, the paper
underscores the shift in policy-making that ensuedparticular the priority and fiscal
earmarking granted to poverty reduction and sagators. This new conceptual framework is
both a cause and an outcome of the convergenceebdetacademic research and the research
linked to international financial institutions, due the reciprocal strengthening between
concepts and policies, which characterise the spbérdevelopment’ and have helped to
consolidate the new paradigm.

2. Development economics after WWII: understandinghe conditions that
trigger growth

Poverty was not the main focus of the analyses®fitst theories that laid the foundations of
development economics after WWII. It was a topiaegearch in development economics in
earlier decades, but alongside many others, suitirastructure or rural development.

Development and growth as outcomes of cumulative gsation

After WWII, the thinking on development was focusad growth (with both concepts viewed
as more or less identical), in times that were &ging the end of colonial empires and the
premises of independence. When development ecoaataded to emerge as a set of specific
questionings and theories around the time of WM& focus was on countries viewed as
‘under-developed’ (later described as the ‘thirdridio the ‘South’, ‘least developed’,
‘periphery’, and so on), the concepts that werbdcexplored were development and growth,
and the theoretical agenda was the understanditigeofausalities and the most appropriate
policies that could help these countries to triggetuous’ paths towards development.

Many causal processes were possible. Among otloeed, institutions were considered to play
a key role in the process of development. Ovemg loeriod, i.e. the 2Dcentury until post-
WWII, before the marginalisation of the conceptthg neoclassical theories in development
economics taking place both within academia andifhg institutions — public and private
institutions, rules and norms — have been viewegtagegic factors that could explain the
specific trajectories of countries. Thorstein Veb(@899), for example, set up the conceptual
framework of the ‘old institutionalism’ theories ie United States before WWII, which
distinguished the world of production (industrytrepreneurship) from the world of business
(the capitalist, thaentiery. Veblen's analyses of the ‘leisure class’ usedeanlutionary
perspective in order to explain modern industragiiaties. Veblen similarly put at the forefront
a concept that later appeared as crucial for th& filevelopment economists and the
understanding of the mechanisms of growth — or lacgrowth - , i.e. that of cumulative
causation.



The concept of cumulative causation is one of #melinarks of the divergence between the
premises held by the ‘institutionalists’ and thestfitheoreticians of development economics,
e.g. Paul Rosenstein-Rodan or Albert Hirschmartherone hand, and the Walrasian approach
that in the 1980s became preeminent in developmemtomics and the IFIs, on the other.
Cumulative causation remains one of the most inapbrtoncepts for the heirs of this line of
thought, in particular in its modern form of ‘mylke equilibria’ and ‘traps’ (Toner, 1999, for a
review). For the neoclassical approach, in contiast not necessary that economic analysis
and explanations of the conditions of efficiencysider the context of economic behaviour, of
individuals or firms. Veblen, like many at that @pconsidered technical progress as a crucial
element of growth, which operated in a cumulativeyvat both economic and institutional
levels. The conception of growth as an evolutionprgcess persisted, e.g. with Joseph
Schumpeter, describing the development of capmaligs an evolutionary process, or
evolutionary institutional economics (Nelson andn¥ft, 1982). The focus is on growth, and
growth relies on cumulative processes and dynamoimpetitions induced by technical
progress.

Explanations of growth by the key concepts of cuativé causation and irreversibility have
continued until the Zicentury, in particular in the 1980s, under therfaf related concepts
such as ‘path dependence’ (Arthur, 1994; David 19&®me choices — e.g., institutional,
technical, policy choices -, which are not inityafhotivated by efficiency, may be costly to
reverse: in this case they lock-in future choicethiw specific trajectories. Costs of change
become increasingly high as the adoption of a der choice (e.g. a technology) by an
economy widens, while this extension generatesasing returns. Post-Keynesians such as
Nicholas Kaldor also considered development astaokeumulative processes involving
distributive institutional and technological tramshation (Screpanti and Zamagni, 1993).

Focusing on the conditions of development, not poxtg: the role of the state

The ‘founding fathers’ of development economicsshsas Arthur Lewis, Paul Rosenstein-
Rodan, Ragnar Nurske and others, were investig#timgonstraints weighing on development
and the characteristics of ‘under-developed’ caaestthat could constitute obstacles to growth.
Dualistic structures (e.g., agricultural-urban, omfal-formal) or low productivity in
agriculture were for example identified as typiolaktacles to growth in developing countries
(Lewis, 1954).

Many other constraints on growth and structurahdfarmation were identified, such as the
secular decline in the terms of trade of commodiperting developing countries analysed by
structuralist theorists, in particular Raul Prehissnd Hans Singer, or the ‘small colonial
economy’ model (Hopkins, 1973), i.e., exporting coaodlities to developed countries and
importing manufactured goods from them, narrow stdal bases left at independence, which
were expanded mosthlyia public investment and state-owned enterprisesfareign firms,
and notvia domestic private investment. These countries vadten characterised by the
dependence on unprocessed commodities (e.g., cotfeea, rubber, palm oil, tea, copper, etc)
for taxation, i.e. for their capacity as states,vadl as for their exports. Poverty, when
mentioned, was thought of as a dimension of undetdpment.



Another crucial concept that has characterisecetityy development economists after WWII,
until the 1970s, is the central role assigned éodtate in promoting development. The role of
the state was deemed crucial for triggering vireuguowth paths, as these countries were
considered as above all constrained by shortagessailocation of resources and production
factors — capital and labour. The state was thg entity viewed as able to reallocate these
factors in a more efficient way. The process ofnglowas viewed as requiring the systematic
reallocation of production factors, from the wea&ductivity sector (the ‘traditional sector’) to
the high productivity sectors (the industrial sestanost likely to exhibit increasing returns)
(Adelman, 2000). Public intervention was deemed aondition for development, since in
developing countries, industrialisation is not driv by technical progress; it does not
spontaneously emerge if it is left to market foroaly, it must be planned by the state with the
help of external financing (Adelman, 2001). Indiadisation and industrial policies actively
driven by the state were seen as the key routerttsmgrowth, in line with the economist
Frederick List’s thesis.

Theories in the 1940s considered that the key faatb growth were investment and capital
accumulation (e.g., Roy Harrod et Evsey Domarjna Wwith Keynesian theories of multiplier
effects of investment), with insufficient savinggp&ining slow growth. Market failures,
coordination failures and externalities, could @kplain slow growth. As shown by Paul
Rosenstein-Rodan (1943), which was in fact refgrio Eastern Europe, spillover effects
across sectors were key determinants of long-texowth: development was constrained by
coordination failures and limited linkages acrosstars. These analyses have been deepened
in the 1950s by Albert Hirschman, who underscotedimportance of complementarities and
of the backward or forward linkages generated hgstment. The relevance of these analyses
remains widely acknowledged today (Hoff, 2000). F&te was the sole entity able to repair
coordination failures, and hence to foster develmmmnvia, e.g., public policies targeting
infrastructure, or the creation of public entergsisindustrial and financial sectors that would
generate economic complementarities.

These studies thus emphasised the accuracy obtieet of ‘poverty trap’: in the contexts of
coordination failures, or when it is below certéimesholds of income, developing countries
could not benefit from increasing returns unless/theceived massive inflows of capital (via
external financing or domestic debt), which justifibig push policies’ and state intervention.

The changes in policies and conceptual frameworkgs-a-visdeveloping countries in the
1980s

This conception of economic development was acddpyegovernments, academics as well as
aid agencies at the time many countries were acgei independence in the late 1950s. It
remained broadly unchallenged during the first decaf independence in the 1970s, which
witnessed growth in most developing countries. dkedi of developed countries vis-a-vis

developing countries after WWII were inspired bgdé paradigms, especially the ‘big push’:

in Sub-Saharan Africa after independence in theD496any governments pursued ‘statist’

policies, such as import-substitution, creationstdte-owned enterprises in all sectors and
financing development through borrowing from prevdirms or governments of developed

countries or IFIs (Killick, 1978 on the newly indaplent government of Ghana explicitly

inspired by the Keynesian model prevailing in tB&0ds).



The mandate of an international financial instdntsuch as the World Bank was in line with
this perspective, having been created in Brettoro#8dn 1944 as the International Bank for
Reconstruction and Development (IBRD), in orderctntribute to the reconstruction of
economies after WWII. It was therefore firstly avdlmpment bank with a focus on projects
(Kapur et al., 1997).

Poverty was not the prime focus of the operatiodnsiternational agencies. It was present in
the agenda of the World Bank, but the reductiorpoverty was a dimension of broader
projects, such as road building, irrigation or #ification schemes, or the modernisation of
slums. Likewise, following the then accepted ecoitotheories (and Nicholas Kaldor's

analyses) inequality was rather viewed as benéfiGgag., fostering investment) than

detrimental to development.

Poverty and income distribution, however, came b#xkhe forefront under the Robert
McNamara’s World Bank presidency (1968-1981), weoommended that policies should
meet the needs of the poor — meeting their ‘baseds’ — and implement ‘redistribution with
growth’ — the title of the flagship study by Holl@henery (who was McNamara’s adviser)
(1974).

Key changes occurred in the late 1970s. Exterratlshaffecting tropical commodities and oil
in the late 1970s and mid-1980s showed the frggiftthe ‘small economy’ model and the
growth strategies pursued until then. Most cousjrier example in Sub-Saharan Africa,
entered deep fiscal crisis. This is the contexwimich IFls started to play a major role:
governments had to borrow from the IMF and the Wd&#ank for financial relief, but at the

price of complying with sets of conditionalities dapolicy reforms. Domestic problems

emerged as well, and many states in developingtdearappeared characterised by political
instability, predatory regimes and political ingtions plagued by cronyism and patronage.

This was the appropriate period for a number ofienusts (sometimes linked to the IFls, e.g.,
Anne Kruger, Bela Balassa), in line with Public @eotheories, to analyse the post-WWiIlI
conceptual framework as a failure — reflected byettgping countries’ ‘state failure’ — and
show that in these countries state interventionihdect fostered the ‘rent-seeking’ activities
of public officials and generated economic distorsi that had been harmful to growth (e.g.,
public ownership of firms or assets, distortive aiion, marketing boards, and so on). In
developing countries, it was argued, growth woukhsfrom unleashing market forces and
openness to international trade. These theoresizaices constituted the background of the
policies that the IFIs made conditional to themaincing.

The 1980s were thus the period of a significanhgeeof the conceptual framework as well as
of policies towards developing countries. At theaaeptual level, the 1980s witnessed a mutual
reinforcement of the ‘counter-revolution’ in devefoent economics (Toye, 1987) — i.e. the
pre-eminence of the neoclassical theories thatestan the 1950s -, and the paradigm of the
minimal state contained in policies recommendedheylFIs. Neoclassical theories provided
the theoretical support of the stabilisation progrees (IMF) and adjustment programmes
(World Bank) that most developing countries wenedéd to sign with the two IFIs since the
early-1980s. IFl lending was conditioned on theeatation of the programmes, while
developing countries had no other choice than onmg from the IFIs, due to a sharp decline
in their terms of trade after 1979 and the drophim price of the commodities that were their



main exports - as well as the consequent sevecal figises and reduction of alternative
sources of finance.

These stabilisation and adjustment programmes mere oriented towards policy reform and
the stabilisation of macro-financial aggregatesg- flation, the exchange rate, fiscal deficits
— than towards projects that had been the focusdofgencies in the previous decades. They
constituted what has been coined as the ‘Washingtosensus’ (Williamson, 1990), i.e. a list
of ten reforms: fiscal discipline; reordering puablexpenditure priorities; tax reform;
liberalising interest rates; competitive exchangees; trade liberalisation; liberalisation of
inward foreign direct investment; privatisationyegulation; property rights.

In the 1990s, additional determinants of growtheygut forward among aid agencies, such as
‘good governance’, the reduction of corruption aadbetter ‘business climate’, a new
conceptual framework that had institutional ecores{e.g., Douglass North) as an academic
background. As for the previous framework regarding efficiency of markets and trade
liberalisation, it generated new academic resealdt usually confirmed the research
conducted within the IFIs.

Such ‘exchanges’ of theories also characterisedéx¢ paradigm, which emerged in the late
1990s: the determinants of growth — indeed of #uk lof growth — in developing countries

would in fact be market failures and informatioryrametries, the position of Joseph Stiglitz
(2001 Nobel Prize), as chief economist at the W&dahk having markedly contributed to a
reinterpretation of the role of the state in depelg countries both in academia and
international financial institutions. The state washabilitated’” and its intervention in the

economy was recognised to have positive effectgrowth: the concept, however, referred to
a limited state, mostly a provider of public goqdsacroeconomic stability and security of
property rights).

‘Development’ was no longer the central focus @ policies of governments of rich countries
towards ‘under-developed’ ones. The IFIs claimeak tgrowth’ was the objective of their

programmes. The causal links, however, supposefbster the resumption of growth in

developing countries strongly differed from thoselerscored by the post-WWII development
economists: instead of a state being the entityt mbse to trigger the virtuous cycle of
development and promote industrial policies, tetbgioal progress and institution-building,

public intervention had to be minimal. Removing ttistortions’ introduced by the state in the
economy would foster growth (e.g. fiscal deficitd)e ‘message’ was ‘getting prices right'.
Similarly trade liberalisation would be conduciegrowth. The concept of poverty was then
inexistent.

3. The emergence of poverty as a central concept development economics
at the turn of the century

A new conceptual framework progressively emergetth@tend of the 20century, centred on

the poverty of developing countries, as well asgotwwithin them. These countries became
increasingly viewed as ‘poor countries’, rathemthdeveloping countries’. Academic studies
multiplied regarding issues such as the definitiohgoverty, the measurement of the different



dimensions and levels of this poverty within thégeor’ countries, the causal processes
leading to the state of poverty, as well as the@mate policies (Kanbur and Squire, 2001) to
‘reduce’ it.

The evolution of research on poverty in the 2000snultidimensionality

A first point is the expansion of the meaningserefices and domains in economic theory of
the concept of poverty. The increasing importan€ethe concept has been particularly
stimulating for development economics, as studmeestigated all levels: the micro level —
individuals within countries —, the macro level engaring countries -, and the global level —
comparing all individuals weighed by their belorgyto given countries, poorer or richer. This
gave rise at the micro level to a deepening of,, élge microeconomics of poverty and
households, and at the macro level to debateseoimdlirect relationships between poverty and
growth.

Thus, at the end of the 1990s, poverty becameasurgly viewed in academic research as a
multidimensional phenomenon, in particular becao$ethe influence of Amartya Sen’s
approach (e.g. among a great number of studieg}, 1999): i.e. a more comprehensive view
of poverty, as deprivation not only in income-camgtion but in ‘capabilities’, and as
intrinsically multidimensional — including deprivah in health, education and social and
political rights. Poverty included social exclusicandin fine, a political dimension, i.e.,
democracy (Sindzingre, 2007a). Among many changegared to the previous approaches,
this perspective allowed for a deepening of thecephof relative poverty, as contrasted with
absolute poverty: in line with Sen’s questioningarding the fact of being poor either in rich
or in poor countries (Sen, 1999), both concept®hmeen viewed as a continuum in the case of
developing countries, from subsistence poverty i@&ve in poor countries) to social
exclusion and inequality, which can be analysed dmtween poorer and richer countries,
within countries, or between individuals at a gloseale (Atkinson and Bourguignon, 1999;
Milanovic, 2005). The integration of a politicalnaension into the set of attributes of the
concept of poverty has been indeed the most prailemimension for the IFIs.

The concepts of poverty and poverty reduction tleeeeexhibited increasing linkages and
overlaps with that of ‘human development’. Howeveevelopment’ is here understood as
education and health, and with a meaning thatng diferent from the meanings it had in the
studies of economists after WWII. Poverty reductwas in fact the enhancing of income-
consumption and human development in its broadastes andn fine, ‘development’. The
concept of poverty thus witnessed a remarkableresipa and was progressively enriched with
a great number of adjacent attributes. Such a \edlestope of the concept made it easier to
present it as more essential than ‘development'gaodith as understood by the economists of
the WWII period.

Concepts that must be measurable

A second point is that this evolution of research pmverty has been induced both by an
improvement of measuring techniques, in partictlteanks to the implementation of large
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surveys in developing countries, and the objeabveneasuringoer se the concept of being
increasingly conceived as an object that can bevarst be measured.

Household, income, consumption, living standardsyepty surveys, etc., multiplied in
developing countries after the 1980s. They weret miven funded by donor agencies. Poverty
lines (national and international) and poverty @edi have existed since a long time in
economics, based on income poverty (e.g. baskegoofls converted in prices), e.g. the
Foster-Greer-Thorbecke (FGT) indices. More numeswrgeys, using larger samples, made it
possible to use more sophisticated econometrimtquhs, in particular panels, which allowed
for a better understanding of the dynamics of piyyer.g. income poverty or education, health
and other dimensions. They also consolidated tleeprinence of quantification as the
privileged approach for the understanding of povert

These improvements in measurement, for examplewad the refining of a debate that
developed in the 1980s, that on the relationshigsvéen growth and inequality. In the
previous decades, these links were mostly analysedgh debates on the Kuznets curve (non
linearities of the relationship), and later on ttieection of the causalities (Eicher and
Turnovsky, 2003). Better measurement allowed forarmmmplex views, such as the nexus (or
‘triangle’) formed by the relationships betweenwtio, inequality and poverty, the elasticities
of poverty to growth being modified by income distaition (Bourguignon, 2002; Ravallion,
2005).

Surveys also made possible more precise estimdtg®werty, such as poverty lines and
indices. The World Bank thus regularly makes pubhd updates estimates of poverty at the
world level via the use of ‘international poveriyds’: for example in 2005, 1.4 billion people
in the developing world (one in four) were living tess than US$1.25 (Chen and Ravallion,
2008), through the use of updated purchasing ppagties (PPPs). The latest PPPs (for 2005)
are calculated by the International Comparison Rmogne (ICP) which implements price
surveys and built a revised international poverig bf $1.25 a day in 2005 prices, established
a consensual standard for extreme poverty becausehe average of the national poverty
lines for the world’s poorest 10 to 20 countriesr the World Bank, the improvement of data
and statistics is explicitly a central objectiveg.encluding the greatest possible number of
countries in surveys (such as price surveys), amgrdving the scope and availability of
household surveys: in 200875 household surveys for 116 developing countries,96% of
the developing world, compared with 22 countries y&@&rs ago. These improvements in
calculations are viewed as “great progress in aomtedge about poverty in the worfd”

At a more macro level, the objective of ‘developthef the founding fathers of development
economics, which was conceived as a permanent ggdogleed, involving traps, cycles and
recessions) faded under the pre-eminence of dlzetsiins: countries of the world are now
classified by income in the IFI terminology: lowemme, lower-middle income, upper-middle
income, high-income, which assign to these countsigecific types of lending instruments,
e.g. concessional rates for low-income countriegs;-econcessional rates, for most others.

2 World Bank Updates Poverty Estimates for the Depielp World August 26, 2008,
http://go.worldbank.org/C9GR27WR.JO
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An exemplary debate: the existence of poverty traps

The new paradigm of poverty has been pervaded bdgder controversies between different
theoretical perspectives, e.g. those highlightimgnglative causation vs. more ‘orthodox’ ones.
The concept of a ‘poverty trap’ and the very existeof such ‘traps’ are thus hotly debated.
The research related to the World Bank tends taestrtheir existence, contending that
policies are able to modify economic situationthése policies are ‘appropriate’, while more
‘heterodox’ research, often close to UNCTAD, coesidthat these ‘traps’ constitute crucial
determinants of economic stagnation of the poa@sghtries. The assessment of the validity of
the concept and the existence of such traps thac raffers to political rivalries between

international organisations.

The premises of the IFIs action are that policiesknand may reduce poverty at the micro or
macro level. For other agencies and studies, itrast) poverty traps and low equilibria may
be resilient, and policies, in particular the pe@iécrecommended by the IFIs (liberalisation)
may have little effectiveness vis-a-vis structaadl long-term factors such as initial conditions
or endowments (geography, natural resources, pysapital and so on). Institutions and

social norms may also be a cause of poverty: Bo{#686) has thus coined the concept of
‘institutional poverty traps’, his question beindiwvhave institutions that implement highly

unequaldivisions of the social product been ubiquitoussifalaeolithic times, and why do

they persist even in those cases where they comvefficiency advantages over other social
arrangements?

Research displays relative agreement on indivigaelerty traps: the latter are typically
intergenerational poverty traps, when low levelgdfication and health, unemployment, high
birth rates, perpetuate low levels of health, etdana and so on. The poor have limited
capacity to invest in health and education andefloee have less access to employment with
higher returns, use children as insurance in tlserade of credit and insurance markets, and
thus maintain high fertility that in turn maintgaverty (Dasgupta, 1997).

In contrast, controversies remain on the existefcpoverty traps at the level of countries,
which would maintain certain developing countries low equilibria. For UNCTAD, for
example, dependence on unstable earnings — emmadity exports — typically generates
macroeconomic poverty traps (UNCTAD, 2002a), andaudFl policies (liberalisation, the
rejection of state intervention and industrial pigg) are here ineffective.

These theses remain contested. Some studies extpkiprofiles of growth trajectories in
developing countries by the concept of growth amedion and deceleration, rather than
poverty traps (Hausmaret al. 2004; Saba Arbache and Page, 2007). LikewiseayKeand
Raddatz (2005) argue that there is no evidencehef argument of unfavourable initial
conditions (e.g., low savings), and that povertyates on policies, which is coherent with the
line of the IFIs, i.e. institutions that providadincing in exchange for policies. Similarly, for
Easterly (2005), the poverty trap concept is inrate in explaining the situation of the least
developed countries: these countries grow, evéndgfslow growth, as in Sub-Saharan Africa
over the last 50 years. Poverty traps in the sehgero growth are unconfirmed by the data in
most time periods. For Easterly, there is evideatalivergence between rich and poor
countries in the long run, but this does not ingeyo growth for the poor countries.
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This debate significantly opposes approaches thifiopwvard measurement and ‘evidence’ and
approaches that put forward analytical reasonirtggrer poverty traps may be understood as a
relative concept: even if least developing coustde grow, this does not refute the fact that
they are caught in traps. Specific market strustureate traps relative to other countries, e.g.
commaodity dependence, since the price of theseupteds structurally volatile (Sindzingre,
2007b).

4. The shift from ‘development’ to ‘poverty reduction’: the conceptual
convergence of international financial institutions policies and research

At the turn of the 2% century, the fight against poverty in developirmitries is the major
theme in development economics as well as for hatdtial institutions and donor agencies.
The point here is that the set of concepts reggrdaverty that were elaborated after the 1990s
have been reinforced by reciprocal exchanges betaegdemic research in economics and the
sphere of policymaking, i.e. in the case of dewvelgpcountries, the IFIs and the other
institutions focused on developing countries, sashUN bodies, in particular the United
Nations Development Programme (UNDP).

Such exchanges take the form of projects, confeerjoint publications between researchers
from research departments of donor agencies amtbata researchers: they are common to all
sub-branches of economics and have always corgdbtat the consolidation of a conceptual
paradigm in economics. Regarding development ecasithese mechanisms are particularly
effective, as in developing countries, aid agengesir funding, backing, logistical support)
are strategic for researchers when conducting vietld and surveys and for acceding to
information and data that are often difficult totamh because of local political economy or
poor infrastructure.

Broadening the concept of poverty

Poverty came back to the forefront within the Ikisthe 1990s. Among many causalities
underlying the progressive centrality of the conagppoverty, individuals’ action (‘agency’)
has mattered: poverty had been part of the agentihe iprevious decades with the World Bank
presidency of Robert McNamara in the late 1960d,the president of the World Bank at the
turn of the century, James Wolfensohn (1995-2086)iented the Bank’s activities towards
poverty, subsequently followed by the IMF and tiHatbral agencies.

In the early-1990s, a concept such as ‘human dpredat’, which has long been an issue in
academic research, e.g. the research on educatibhealth, gained in importance because it
was put forward by UN agencies in their flagshipcwloents and policy guidelines. In a
context favoured by the UN Copenhag#®¥iorld Summit for Social Developme(it995), the
UNDP gave the concept high international visibjliyth in academia and policymaking, with
the launch of the UNDP annual reports, thieiman Development Repdrtsince 1990. The
latter werefocusing on these dimensions of poverty that wlrggbtten’ by past views, in an
implicit critique of academic publications that pninvestigated income poverty. It was
therefore a questioning of the documents that aedl\growth (the macro perspective of the
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IMF) or living standards (e.g. the World Bank) oma the ‘lens’ of incomes. UNDP relied
heavily on the conceptual framework of Amartya SHme latter was also later an adviser and
an academic reference for the World Bank , thaokthé reputation effects conferred by the
Nobel Prize in 1998 (Saint Clair, 2004). In turme issemination of his conceptions has been
reinforced by his position as an adviser of both\tforld Bank and the UNDP.

In the 1990s, the World Bank was widely criticisdde to the failures of its structural
adjustment programmes (and similarly the IMF far stabilisation programmes). These had
been launched in the early-1980s in low-income tre@s) with a particularly important impact
in Sub-Sahara Africa. In the early1990s, howevss,gackage of conditionalities and reforms
(liberalisation, privatisations) were widely recoggd as not having induced any improvement
in SSA economies. The decades of the 1980s ands188&@ coined the ‘lost decades’, with an
average growth rate of zero (Easterly, 2001).

A book by UNICEF economistsAdjustment with a human facéCornia et al., 1987)
highlighted the detrimental impact of these progras regarding essential dimensions of
economic activities such as employment, educatrah teealth. The World Bank already had
strategic power within developing countries’ govaents and public policies, as well as
among researchers, since it was the major agentythhe¢ means to conduct large surveys in
developing countries. These are costly exercisesducted by national ministries as part of
public policy, and in developing countries, witlpalitical sensitiveness, which prevent them
from being pure academic studies. The World Bardnis of the biggest providers of financing
for these surveys. The World Bank thus implemensette the early-1980s thkiving
Standards Measurement Survey$SMS), i.e. household surveys conducted in devetpp
countries (e.g., in Sub-Saharan Africa). With thaige samples and focus on living standards,
they have been a powerful instrument of the consbm of the conceptual field and major
providers of data for research (Chander et al.0188 the first LSMS document, now dozens
of survey reports)

The World Bank reacted to the UNICEF book and l&edca program called the ‘social
dimension of adjustment’ during 1987-1992 (SDA, 399 he adjustment with a human fdce
book incited the World Bank to incorporate dimensiosuch as education, health,
unemployment in the surveys it funded and impleeim low-income countries, as a signal
of its similar care for ‘human development’ and {haessibly negative influence of reform
programmes. The ‘social dimension of adjustmergbahcluded a theorisation of the ‘social
safety nets’ approach, which for the World Bankeaveaid to be the most appropriate tools for
helping the ‘losers’ of adjustment programmes, eaaporary relief for them for the period
(unemployment, lack of access to education or hedilte, to, e.g., users fees that were part of
adjustment) of what was, for the Bank, a temponaayket failure.

Reciprocal strengthening and convergence of concespand policies

The point here is that concept-building within #h@nor community retroacted on academia
and then in turn on aid agencies. The conceptaatdwork of the centrality of poverty in its
broadest sense has been reinforced by reciprochlaeges between academic research and

% The World Bank maintains a website devoted toiBIS surveyshttp://go.worldbank.org/IFSOWG7EQO
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financial institutions, which fostered the conditsofor the rise of the poverty paradigm among
donor agencies in the 1990s. Publications on aledsions of poverty, income and non-
income, multiplied in development economics from #990s onwards.

The 1990s were the decade of mounting criticisméFbfprogrammes. A reaction to these
criticisms has been the promotion by the Bank fiteéla conception of the Bank as a
‘knowledge bank’ in the 2000s, which was associatgtt a more open policy in terms of
access to its internal documents. Its legitimacy e@ded by the mixed success of the reforms
it recommended, and the offering to the world publidience of its huge resources in terms of
information and research as a public good was aseswual way to revamp this legitimacy.
Indeed, the quantity and quality of such resouisegnchallenged, as the World Bank is a
multilateral body, which collects economic informat from all member countries - and
particularly in low-income countries due to itsaségic power. The latter is often confidential
and difficult to obtain for the average academgesecher, which constitutes crucial incentives
for researchers in development economics to mairdaise links with the World Bank, while
the latter enhances its legitimacy with these linKsis has reinforced the power, legitimacy
and leverage capacity of the World Bank in termparaidigm formation.

The World Bank understood the interest of apprdioigathe concepts of human development
promoted by UNDP not only in reports and documebis, in its lending policies and
operations. In the early 2000s (1999), in orderréplace the much criticised previous
stabilisation and structural adjustment programmésch were conditions for their lending in
the 1980s, the IFIs launched new conditional pdiénding, those conditioned by tReverty
Reduction Strategy PapefBRSPs, successors of the Policy Framework PapERs, devised
by the World Bank) and thBoverty Reduction and Growth FaciliffPRGF, devised by the
IMF) (their main features and guidelines are listelugman, 2002).

The translation of the multidimensionality of poyem the programmes led to an increased
focus on health and education as central objectifelse IFIs programmes and governments’
policies in developing countries. These lendinglitaes, however, still included the set of
conditionalities and reforms that existed in pregictabilisation and adjustment programmes
(e.g. liberalisation of the economy) (UNCTAD, 2002Bhey also continued and expanded
(via research and projects) the views promotedha 1990s in the ‘social dimension of
adjustment’ programmes: in operational terms, pgveeduction would be more efficient
under the form of safety nets and targeted projéeig., conditional cash transfers). This
interpretation of social problems as market faduremained in line with the minimisation of
the state that has characterised the disciplindeg€lopment economics after the end of the
1970s (Mkandawire, 2006).

This shift of policies towards poverty affected @ik reforms and projects after the 2000s
within the IFIs and donors - multilateral and kelatl: e.g., lending to developing countries
governments were to be conditioned to fiscal eakmgrto ‘poverty reduction’ policies, here
often conceived as earmarking public spending aneign aid to social sectors — education
and health.

Among key concepts and ‘messages’ for the ‘intéonat community’, these new programmes
emphasised the concepts of ‘participation’ and ‘ership’ by borrowing governments.
Internal operational documents, supported by then tiorld Bank chief economist, Nick
Stern, promoted the concept of ‘empowerment’ ofgher. This latter concept was congruent
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with the ideas of Amartya Sen on the lack of demogras a dimension of poverty. However,
it was progressively abandoned, as it rapidly apgzbéhat the idea of empowerment implied
that of power, and therefore would raise intermabfems regarding the official mandates of
the IFls, i.e. to be primarily apolitical bodies: the early 2000s, a concept such as ‘social
inclusion’ was promoted within the research andrafenal documents of the World Bank, as
it had the advantage of being devoid of politicahrotations and to remain in line with Sen’s
conceptions of multidimensional poverty.

The concept of ‘participation’ found a translation research conducted within the World
Bank. This internal research advocated listeningh® ‘voices of the poor’ in order to
understand the many dimensions of poverty (Narajaal., 2000a, b): this study relied on a
mixture of participative methods known by anthrami$ts and sociologists for a long time,
which adapted the rigour of anthropological methtwdthe quick assessments required by aid
agencies, e.g. the rapid poverty assessments,apioigrmethods, so-called focus’ groups and
so on. The ‘voices of the poor’ collection of pwalalions were lists of interviews of ‘poor
people’ in various parts of the world reproducedtlasy were uttered. This raw material
expressed all the tragedies of the state of powxperienced by individuals or groups, without
economic, historical and sociological contextudiga Its categorisation of the ‘poor’ was
questionable; people who were interviewed in maoyntries were very heterogeneous, but
subsumed into the category of ‘poor’. The World Bavas here putting forward the ‘truth’,
the ‘authenticity’ of the words uttered by the ‘poinemselves, in an explicit contrast with the
abstract dimensions of poverty that were used nventional economic theory and quantified
analyses (and its own research).

The World Bank could in this instance claim its pere understanding of poverty and the
multidimensionality of Amartya Sen’s theories. Farisevere criticisms in that period, this

‘slogan’ could bring significant political and rejational gains (e.g., vis-a-vis NGOs) and the
‘voices of the poor’ document had indeed the suppbthe then president of the World Bank,

James Wolfensohn. The questionable rigour of ththodewas secondary compared with the
political gains for the other aid agencies thatceseld this approach, i.e. building an easy
consensus (everyone agreeing on the tragedy erprdsg these ‘voices’) and therefore

reducing conflicts and transaction costs withinititernational ‘donor community’.

A milestone in these evolutions where conceptsrairdorced by policymakers has been the
World BankWorld Development Report 2000he subject of the annual flagship report of the
World Bank, the World Development Report, which suap the current views on a given
research issue in development economics, was i p00erty (‘attacking poverty’) (World
Bank, 2000). World Development Reports are pubtiseach year on different subjects, the
choice of the subject being a signal of its impoceat that time. World development reports
are summaries of academic thinking intended bothtiie staff of donor agencies and
academics, and as such they simultaneously repeoalu@xisting paradigm and significantly
influence further academic research. This repcstideen a determinant piece in the building of
the new conceptual framework (Sindzingre, 2004).

This shift to poverty indeed generated new problesithin the IFls and their research
activities: in particular, the difficult translatioof the notions of ‘participation’, ‘voicing’ or

‘empowerment’ into conditionalities and public s, given the apolitical mandates of the
IFIs and the authoritarian nature of many politiegdimes in developing countries. They were
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also tensions between the IMF and World Bank refpragrammes’ objectives of maintaining
the capacity of borrowing countries to repay theans (i.e. urging to increase exports since
the latter generate foreign exchange) and the fooysoverty reduction, health and education,
which have more indirect relationships with growgarticularly short-term growth, their
effects being tangible within a time horizon (a @extion) that goes much beyond that of the
reforms of governments and IFls.

This shift also generated heated theoretical debatethe determinants of poverty reduction:
e.g., for some economists, growth is the main drigad hence in a context of limited fiscal
resources, the latter should be devoted to ingnéslief growth such as private investment,
rather than to unproductive social sectors.

Measurable and consensual objectives

The point here is that the concept of poverty primman this reciprocal reinforcement between
research and aid agencies is in the first placereapt that can and must be measured.
Compared to the previous conceptual framework feduson the achievement of
‘development’, its edge is that it is presented gsiantifiable phenomenon.

Even the UNDP presented, right from the beginnifigit® annualHuman Development
Reports,the concept of human development as fully measeiramd launched, since their
inception in 1990, the Human Development Index (H& an average of three aspects of
human development: longevity, knowledge, and a mtese@andard of living. Measurement is
here a pivotal element of the building of the cqtcand simultaneously reveals that
conceptual issues are an intrinsic part of the rgpbepolicy-making and its intrinsic rivalries.
Indeed, the HDI, in implicitly challenging the s&ft measures supported by the IFIs (such as
GDP) has been subject to numerous criticisms (&#an, 1994)

A milestone for the consolidation of the concepipoferty within aid agencies has been the
launch in September 2000 by the United Nationsl®s member states), jointly with the IFIs

and other multilateral and bilateral agencieshefgo-called ‘Millennium Development Goals’

(MDGs). Firstly, these ‘goals’, devised by policyakers, crystallised and fixed the view of
poverty as multidimensional. They refer to manydigod that must guide the action of aid

agencies, e.g. improving education, health, housitggmography, public services etc. The
multidimensionality of poverty reduction is here wide that it tends to occupy the entire
intellectual field that was the object of analysédevelopment in the previous decades.

Secondly, these goals are subsumed in indicatos,studies multiplied in the 2000s that
quantified the MDGs and estimated their feasibiltithin the deadlines, with quantified
evaluation criteria that monitor the progress tagaachieving these goals in all developing
countries. The MDGs are typically measured andeddtjoals’ and ‘targets’ that correspond to
various indicators. For example, the ‘goal 1’ i®tadicate extreme poverty and hunger, with a
‘target 1A’ that is to halve, between 1990 and 2Gh8 proportion of people whose income is
less than $1 a day, which corresponds to 3 indisatbe proportion of population below $1
(PPP) per day; the poverty gap ratio and the sloér¢he poorest quintile in national
consumption education indicators, and so on. Thal‘@’ is to achieve universal primary
education, with ‘target 2.A’ being to ensure that,2015, children everywhere will be able to
complete a full course of primary schooling, whicbrresponds to 3 indicators: the net
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enrolment ratio in primary education, the proportaf pupils starting grade 1 who reach the
last grade of primary school and the literacy mftd5-24 year-olds. The 6 goals are of the
same structufe

Policies towards poverty became assessed lesgjthtbe means devoted to them than through
their impact and results - and their quantitativenitoring. This intensified the increasingly
‘donor-driven’ or ‘policy-driven’ aspect of the coept of poverty. Donors indeed typically
appreciate objectives and evaluation criteria tbah be measured, as quantifying cost-
effectiveness of their grants or loans is a crya#at of their evaluation instruments.

Thirdly, the setting of the MDGs as common objessiat an international scale also had the
advantage of building a consensus among or betwesernments that could otherwise
conduct antagonistic foreign policies and the greahber of fragmented and sometimes rival
institutions involved in ‘development’ — e.g., aaencies, NGOs, think tanks, research
centres, private businesses, and so on. It thereforied significant gains for the legitimacy of
donor agencies while also consolidating their m&&operational agenda.

The concept of ‘pro-poor growth’ was similarly proted in the early-2000s by the IFIs

together with bilateral donors (e.g., the Unitedngdom) (Kakwani and Pernia, 2000;

Ravallion, 2004). It has been built as a conceptrdgearchers through several academic
publications, in taking stock of the research oa télationships between growth, inequality
and poverty that has been deepened in the 2008shamnessing the positive connotation of
social inclusion stemming from Amartya Sen’s idedader similar expressions of ‘broad-

based growth’, ‘inclusive growth’, or ‘shared gréwtit was a consensual and easy to
understand ‘message’ and became the basis of mpasatmnal policy documents and

guidelines.

Being aware of the criticisms of the mitigated irogsaof adjustment programmes of the 1980s,
the World Bank devoted much research to the meammneof the impact of public policies,
including the policies that were part of its coratial lending (the PRSPs), in order to be able
to assess whether its reforms were genuinely ‘a-p This has been made possible by the
availability of surveys, moreover sometimes repgatger time, which could be used by
techniques such as CGE models or micro-simulati@mirguignon and Pereira da Silva,
2003). A growing number of surveys aiming at refgqpoverty lines and indicators, counting
the poor and quantifying the other dimensions, hlaeen implemented in many countries.
Studies thus could assess the types of growthwald be ‘inclusive’, or ‘pro-poor’, in
contrast to types of growth that would not benti poorest deciles of the population.

Even concepts that had more value for their ‘messagd use for policy-making than for their
academic depth, such as ‘pro-poor growth’, had Hows their capacity to be measured
(Ravallion and Chen, 2001): indeed, the fact thawth would be pro-poor or not is an
outcome of policies, be they government policiespolicies prescribed by the IFls, and
therefore can confirm their relevance (or the opppsin the sphere of policymaking,
measurement is a political instrument, as it prdeesiot) the relevance of a policy and hence
reinforces (or not) the legitimacy of the institns that prescribed the policy (government or
international institution).

* They are listed on the UN website devoted to thBGH : http://mdgs.un.org/unsd/mdg/Default.as@nd
http://mdgs.un.org/unsd/mdg/Resources/Attach/IndrséOfficialList2008.pdf.
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The World Bank launched in the 199@®Verty assessmehis most countries that had signed
PRSPs, which combined quantitative techniques wwitlre qualitative information. More
effort, however, remained devoted to the providoigmeasures and indicators as well as
‘messages’ that were easy to understand and ttarista policies — the ‘magic of numbers’
(Gakusi and Sindzingre, 2008). The conceptual fraonke has been reinforced and legitimised
because donors (IFls, UN bodies, bilateral agehesibited a strong preference for concepts
that could be easily quantified and used in message policy-making, giving them a wide
dissemination.

These concepts were also legitimised by the fagy ttonstituted the basis of policies, while
simultaneously these policies promoted by the k#se gaining legitimacy due to the very
fact these concepts were used by researchersatiee Wwere initially developed within the
research department of the World Bank, but als@xternal academic research, as many
academics in development have links with IFI redeaf his set of processes contributed to
narrow the previous objectives of development.

5. Conclusion: narrower concepts and policies

The paper has shown that the emergence of poverty eentral concept in development
economics implies a series of processes. The nwinsfof development economics has
progressively shifted from ‘development’ to ‘powereduction’. It is a crucial turning point in
the conceptual framework of economic thought reiggrdeveloping countries.

Two simultaneous processes have been at stakdy Rinss shift has been made possible by an
expansion of the meanings and references of theepbnof poverty itself, due to the

integration in its definition of a great number oéw dimensions, in particular ‘human

development’ (education, health, social inclusiand inequality via the notion of relative

poverty. The concept of poverty could therefordncléo cover all the issues that matter in
developing countries, both at the micro and maekels; at the same time the concept of
‘development’ was becoming more peripheral, becauseas viewed, for example, as too

vague.

Secondly, the emerging concept of poverty, as aglts various dimensions - income and the
others — must above all be measurable: the coneapitself an outcome of improvements in
measurement techniques (such as the availabilisuofeys) and in turn set the standard of
academic analyses that would be considered rigprewgs, estimating the ranking of the
various determinants of poverty, modelling the dgits of poverty in a given area or the
impact of a change in prices, and the like. Theceph of development at the micro-level
became therefore increasingly marginalised, dueointrinsic difficulty of measuring it, or
was replaced by that of ‘growth’ at the macro level

In terms of public action, this shift representsaarowing of the agenda of governments vis-a-
vis the previous one of growth and developmergighals the acceptance that development is
no longer a worthwhile goal of public policies, athét the previous policies elaborated over
decades werm fine a failure.
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This shift is also an implicit substitution of colep objectives and causal processes —
triggering the process of ‘development’, achievitige structural transformation of less

industrialised countries - for easier and more tstesm goals: investigating and promoting the
bases for sustained long-term growth is more com@ed hence a lesser priority, a more
remote objective, than lifting up specific groudsaopopulation above a given poverty line.

These new objectives are more circumscribed angermual.

As a final remark, it can be observed that thisuseaf conceptual framework and policies
show similarities with the philanthropic movemefti®™ century Europe (Sindzingre, 1997).
In the case of the concept of poverty within depeient economics, it is not oriented from
governments and elites towards the domestic pottamgerous classes’ within countries, but
from rich countries toward other countries, an@anticular the lower-income countries.
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