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The World Bank’s 2017 World Development Report entitled Governance and the Law 
comes as yet another reminder of the complexity of development theories and 
prescriptions available to development practitioners worldwide. This latest flagship report 
discusses the full range of normative and positive linkages between the quality dimensions 
of governance and policy effectiveness leading development outcomes.  However, if the 
title and textual strategy of the report are somewhat new, its substantive narrative is less 
so.  Indeed, the report recycles in some philosophical ways the World Bank’s oft-repeated 
virtues for generating development success all things being equal, such as security and the 
rule of law; democratic accountability; strong and corrupt-free state institutions, pro-
growth and redistributive policies; participatory approaches to policy design and 
implementation; etc. This article attempts to capture the report’s core message.  

Governance defined:  Governance is defined in the report as the process through which 
state and non-state actors interact to design and implement policies within a given set of 
formal and informal rules that shape and are shaped by power - the ability of groups and 
individuals to make others act in their interest so as to induce specific outcomes. 
Depending on the context, actors may establish a government as a set of formal state 
institutions that enforce and implement policies and interact with non-state actors such as 
civil society organizations or business lobbies. In addition, governance takes place at 
different levels, from international bodies, to national state institutions, to local 
government agencies, to community or business associations. These dimensions often 
overlap, creating a complex network of actors and interests. 

Normative framework: The United Nations Development Goals of the past two decades - 
starting with the Millennium Development Goals (MDGs) and followed by the current 
Sustainable Development Goals (SDGs) – provide the report’s normative and analytic 
framework.  The basic assumptions are that every society seeks to protect its members 
from violence (security), to promote prosperity (growth), and to share prosperity 
(equity).  The report accordingly assesses the effectiveness of governance in terms of its 
capacity to deliver on these outcomes which are not ideology-specific and which moreover 
enjoy universal ratification under the MDGs and SDGs.  More explicitly related to 
governance is SDG 16 which, as the report argues, not only calls for promoting “peace, 
justice and strong institutions” but can also be considered as the logical pathway to 



attaining all the other SDGs which require a thorough understanding of governance and its 
policy dimensions.  

Institutional functions: The report identifies commitment, coordination, and cooperation 
as the three core functions of institutions necessary for rules and resources to produce  
desired outcomes. The three core functions institutions should perform in order to enhance 
development outcomes are: enabling credible commitment, inducing coordination, and 
enhancing cooperation.  However the governing elite might have the right objectives and 
yet still fail to implement the right policies because doing so would challenge the existing 
equilibrium—and the current balance of power which may condition the results to be 
expected from commitment, coordination, and cooperation.   

THE THREE INSTITUTIONAL FUNCTIONS ESSENTIAL TO DEVELOPMENT OUTCOMES 

FUNCTIONS                                 EXAMPLES WHY THEY MATTER 
 
Commitment 

• Decision makers may want to spend windfall revenues now instead of saving 
them for others to spend in  the future.  
• Politicians may resist continuing policies that have been working and prefer 
to pursue others that are associated with their political group.  
• Public service providers may push to renegotiate the terms of their contracts 
to their benefit when they know that the political cost of suspending service is high. 
 

 
Coordination 

• Investment and innovation are induced when individuals believe others will 
also invest.  
• Financial stability depends on beliefs about the credibility of policies; failures 
involve, for example,  bank runs, where everyone believes the rest will rush to 
withdraw deposits.  
• Laws serve as a focal point for individuals to behave in certain ways, such as 
the convention of driving  on the right side of the road. 
 

 
Cooperation 

• People have incentives to free-ride or to behave opportunistically—for 
example, by not paying taxes while enjoying the public services that other (tax-
paying) individuals are funding.  
• Some actors potentially affected by policies may be excluded from their 
design, which weakens compliance and leads to fragmentation 
 

 

THREE PRINCIPLES FOR RETHINKING GOVERNANCE FOR DEVELOPMENT 

Traditional approach Principles for rethinking governance for 
development 

Invest in designing the right form of institutions Think not only about the form of institutions, but also 
about their functions 

Build the capacity of institutions to implement 
policies 

Think not only about capacity building, but also 
about power asymmetries 

 
Focus on strengthening the rule of law to ensure 
that those policies and rules are applied impersonally 

Think not only about the rule of law, but also about 
the role of law 

Source: World Bank, WDR 2017 



The report cites the example of some elites in African countries who consider high- quality 
data systems as a tool and threat the opposition could use to audit their performance. Thus 
these elites have incentives to establish weak statistical services. That could be one reason 
for the disappointing results of past international development efforts to build statistical 
capacity in many African countries to enable them to monitor socioeconomic conditions 
such as poverty, inequality, and service delivery. 

The policy arena: Policy effectiveness depends ultimately not only on what policies are 
chosen, but also on how they are chosen and implemented. Policy formulation and policy 
implementation both involve bargaining among different parties. The setting in which 
policy decisions are made is the policy arena—namely, the space in which different groups 
and actors interact and bargain over aspects of the public domain, and in which the 
resulting agreements ultimately lead to changes in the formal rules (law).  This is the 
setting par excellence for the exercise of governance as defined above.  Policy arenas exist 
at the local, national, international, and supranational levels. They can be formal 
(parliaments, courts, intergovernmental organizations, government agencies), traditional 
(council of elders), or informal (backroom deals, old-boy networks). Who bargains in this 
policy arena and how successfully is determined by the relative power of  the actors, by 
their ability to influence others through various devices (de facto power), as well as by and 
through the existing rules themselves (de jure power).  

How to foster change: The report identifies three major drivers for bringing about 
significant changes conducive to positive development achievements: elite bargains (which 
take the distribution of power in the policy arena as a given); citizen engagement (which 
tries to change the distribution of power in the policy arena, ideally through the democratic 
process); and international interventions (which indirectly affect the distribution of power 
in the policy arena).   

Conclusion: It remains to be seen if the 2017 World Development Report will be 
considered by development practitioners as a seminal contribution to their field of work.  
World development history is replete with theories about what makes for economic 
success and even miracles. The report may have cast aside some troublesome development 
theories, such as Max Weber’s Protestant capitalist ethic; the supposed supremacy of 
capitalism over communism; of the linear vision over the circular vision; the roles of 
culture, race or ethnicity or that of religion (belief system), and the decisive power of the 
Intelligence Quotient (IQ) or David McLelland’s colourful theory of the Mental Virus that 
induces human achievements. These controversial theories will continue to exercise the 
international development community so long as a good part of humanity continues to 
scavenge for a living. 
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