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Daron Acemoglu, Simon Johnson, and James Robinson
were awarded the 2024 Nobel Prize in Economic
Sciences for their groundbreaking research on the
formation and impact of institutions on prosperity.
Their work offers critical insights into the persistent and
widening economic disparities between nations,
emphasizing the role of inclusive institutions in fostering
sustainable economic growth and reducing inequality.
The laureates demonstrated that extractive institutions,
designed to benefit a narrow elite at the expense of the
broader population, hinder long-term development,
while inclusive institutions, which protect individual
rights and allow for broad participation, contribute to
enduring prosperity. Through their innovative theoretical
frameworks and empirical analysis, they have advanced
the understanding of how historical legacies, political
power struggles, and institutional dynamics shape
economic outcomes. Their research has not only
enriched the field of development economics but also
provided valuable analytical tools for uncovering
the fundamental causes of economic inequality and
political institutional changes.

aron Acemoglu, Simon Johnson, and James

Robinson were jointly awarded the 2024
Nobel Prize in Economic Sciences “for studies of how
institutions are formed and affect prosperity”. The laureates
have shared their academic expertise with broader
audiences through their books “Why Nations Fail”, “The
Narrow Corridor” and “Power and Progress”. They have
done groundbreaking research on the role of institutions



in shaping economic prosperity. The laureates
have provided new insights into why there
are such vast differences in prosperity
between nations'. Today, the richest 20
percent of countries are now around 30
times wealthier than the poorest 20 percent
of countries. Moreover, the income gap
between the richest and poorest countries
have been highly persistent over the past
75 years. The available data also show that
between-country disparities in income have
grown over the past 200 years. Although
the poorest countries have become richer,
they are not catching up with the most
prosperous.

One important explanation is persistent
differences in societal institutions. The lau-
reates developed an influential framework
for analyzing institutional dynamics, creating
theoretical models that inspired entire fields
of modern economic research. Their work
highlights how inclusive institutions ‘those
that allow broad participation and protect
individual rights’ are critical for achieving
sustainable economic growth and reducing
inequality- The researchers also explored the
importance of democracy in fostering shared
prosperity and resilience within societies-
These findings have significantly influenced
policymaking and the broader understanding
of development economics.

In the book “Why Nations Fail”, Acemoglu
and Robinson use the city of Nogales, on the
border between the USA and Mexico, as an
example- The city of Nogales is divided by
a fence. To the north lies Nogales, Arizona,
USA, where residents generally enjoy a
higher standard of living- They have longer
life expectancies, most children graduate
from high school, and property rights are
well-protected, ensuring that individuals
benefit from their investments. Democratic
elections allow citizens to hold politicians
accountable and replace them if necessary-

On the other side of the fence, in Nogales,
Sonora, Mexico, the situation is markedly
different. Although this region is relatively
prosperous compared to other parts of
Mexico, its residents are significantly poorer
than their northern neighbors. Organized
crime poses risks to businesses, and while
democracy has made progress over the past
two decades, corrupt politicians remain
challenging to remove’.

The stark contrast between these two
sides of the same city cannot be explained
by geography or culture but rather by
institutions. On the north side, people benefit
from the USA’s economic and political
systems  which provide greater educational
and professional opportunities, as well as
broad political rights. South of the fence,
residents face different economic challenges
and a political system that restricts their ability
to influence governance. This example of
Nogales reflects a broader global pattern
rooted in historical institutional differences,
as demonstrated by this year’s laureates®.

The laureates have also developed an
innovative theoretical framework that explains
why some societies become stuck in a trap
with what the economists call extractive
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institutions, and why escaping from this trap
is so difficult. However, they also show that
change is possible and that new institutions
can be formed. In some circumstances,
a country can break free of its inherited
institutions to establish democracy and the
rule of law. In the long run, these changes also
lead to reduced poverty.

The laureates also affirm that when
Europeans colonized large parts of the world,
the institutions established in these territories
varied significantly depending on local

conditions. In densely populated areas,
colonizers focused on exploiting the
indigenous  population and extracting

resources, leading to the development of
extractive institutions with limited political
and economic rights. Conversely, in sparsely
populated areas, more Europeans settled,
prompting the creation of inclusive institutions
to incentivize settlers and meet their demands
for greater political rights. Although these
settler colonies were far from democratic by
modern standards, they generally provided
broader political and economic rights
compared to colonies with large indigenous
populations.

According to Acemoglu and Robinson's
theory on the colonial origins of institutions,
an intriguing prediction emerges a "reversal of
fortune”. In areas that were wealthy and densely
populated before colonization, Europeans
tended to establish extractive economic
institutions, leading to a decline in relative
prosperity over time. Conversely, in poorer

INDUSTRIAL REVOLUTION
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and less populated regions where Europeans
could easily settle, they were incentivized to
create inclusive economic institutions, which
ultimately promoted long-term prosperity
for the majority.

Acemoglu, Johnson, and Robinson
emphasized that the initial conditions in
European colonies varied not only in terms
of population density and urbanization but
also in the disease environments, particularly
those affecting settlers. They proposed that
Europeans were more likely to settle in areas
where mortality rates were relatively low. In
such regions, they introduced both economic
and political institutions that reflected their
own values and interests. However, in areas
where mortality rates were high due to
diseases like malaria and yellow fever,
European settlers were fewer, and the
colonizers focused on creating extractive
institutions aimed at rapidly exploiting
local resources. The authors argue that
many features of these colonial institutions
endured after independence, continuing to
shape present-day economic outcomes. The
researchers affirmed that European settlers
primarily  introduced institutions  that
promoted widespread access to education,
which in turn contributed to long-term
development.

Acemoglu and Robinson’s research
revolved around the idea that the wealth of
nations is fundamentally shaped by political
institutions. The laureates’ demonstrate that
institutions designed to exploit the masses



hinder long-term growth, while those
promoting economic freedoms and the rule
of law foster it; however, the persistence of
extractive systems, despite their short-term
benefits for ruling elites, raises the question
of why these elites resist transitioning to
more inclusive systems that would benefit
society as a whole.

The laureates’ explanation centers on
conflicts over political power and the challenge
of trust between the ruling elite and the
broader population. When the political
system primarily benefits the elites, the
population has little reason to trust promises
of economic reform. Establishing a new
political system — one that enables free
elections and the replacement of
untrustworthy leaders — would create the
foundation for economic reform. However,
the elite fear losing their economic
advantages and doubt they will be adequately
compensated under the new system. This is
known as the commitment problem: a lack of
credible assurances, which traps societies in
a cycle of extractive institutions, widespread
poverty, and a wealthy elite.

Despite  this, the laureates also
demonstrate that the inability to make
credible promises can explain why democratic
transitions sometimes occur. Even in
non-democratic nations, where the population
lacks formal political power, the masses have
a significant tool that the elite fear — their
sheer numbers. By mobilizing, they can
pose a revolutionary threat. While this threat
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could involve violence, peaceful mobilization
often proves even more powerful, as it
encourages broader participation in protests.

When such a threat becomes acute, the
elite face a dilemma. They might attempt to
placate the population with promises of
reform, but such promises are not credible,
as the elite could easily revert to the old
system once the unrest subsides. In these
situations, the elite may have no choice but
to relinquish power and pave the way for
democracy.

The laureates’ model for understanding
the formation and evolution of political
institutions incorporates three key elements.
First, there is a conflict over resource allocation
and decision-making authority: whether it
resides with the elite or the masses. Second,
the masses can occasionally exercise power
by mobilizing and pressuring the elite,
illustrating that power extends beyond
formal authority. Third, the commitment
problem often leaves the elite with no
alternative but to transfer decision-making
power to the population.

The model has been applied to explain
the process of democratization in Western
Europe during the late 19th and early 20th
centuries. In Great Britain, for instance, the
expansion of suffrage occurred in several
phases, each following large-scale strikes
and protests. The British elite, unable to
credibly address these revolutionary threats
with promises of social reform, were often
compelled — albeit reluctantly — to share
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power. A similar scenario unfolded in
Sweden, where the decision to grant
universal suffrage in December 1918 came
in the aftermath of significant unrest inspired
by the Russian Revolution.

The model also helps explain why some
nations oscillate between democratic and
authoritarian regimes. Additionally, it sheds
light on why countries lacking inclusive
institutions struggle to achieve the same
levels of growth as those with such
institutions. It also illustrates how ruling elites
may sometimes benefit from obstructing
the adoption of new technologies to preserve
their power and economic advantages.

Acemoglu and Robinson provided a key
insight into political transitions to democracy,
arguing that such transitions occur as an
alternative to redistribution under existing
autocratic institutions due to the commitment
problem. In autocracies, current redistributive
measures cannot guarantee that future
redistribution will continue, as there is no
credible commitment mechanism. However,
extending the electoral franchise changes the
future political balance, effectively serving
as a commitment to sustained redistribution.

Their model formalized the strategic
decisions of political elites in response to
social unrest and the threat of revolution,
offering an explanation for the varying
sequences of institutional reforms and
welfare programs across countries. Elites
can address revolutionary threats in two
main ways. First, they may expand the
electoral franchise, transferring political
power to the masses, as seen in many
Northern European, Latin American, and
later Asian countries. Democracies, once
established, tend to persist due to investments
made in democratic institutions — such as
the formation of political parties, unions, and
organizations — which incentivize citizens to
defend democracy. Additionally, democracies
allow the masses greater control over the
military than under authoritarian regimes.

Second, the elites may choose to retain
non-democratic institutions but address
revolutionary threats through redistribution
via taxation, avoiding franchise extension.

For example, in Germany during the 1880s,
a basic welfare state was created without
expanding the electoral franchise. In
societies where the poor are well-organized
and consistently pose a revolutionary threat,
redistribution without extending political
rights can become a credible and effective
strategy.

Acemoglu and Robinson explored the
concept of the political replacement effect,
which  suggests that innovations and
technological advancements can weaken
the existing advantages held by ruling elites.
Fearing that such changes could jeopardize
their position and lead to their replacement,
elites may resist initiating or supporting these
transformations. Acemoglu and Robinson
showed that this fear can make it rational for
elites to actively block beneficial economic or
institutional progress. In essence, they may
obstruct the adoption of new technologies to
safeguard their control over economic and
political power.

Acemoglu and Robinson’s theory, when
the policy variable is interpreted more
broadly, suggests that inclusive political
institutions lead to the development of better
economic institutions, ultimately resulting
in higher national income. What about the
relationship between democracy and growth?
Whether democracy causes growth, we must
be able to control for the observed and
37 unobserved determinants of both. And
modernization theory, for example, suggests
the opposite causal relationship, i.e., that
prosperity leads to democracy. The impact
of democratization is not immediate. Rath-
er it takes some time - around 20 years -
before the full impact is realized. Overall,
the authors showed that long-run GDP per
capita increases by 20 to 25 percent
following democratization.

Acemoglu and Robinson also refer to
the narrow corridor to liberty and affirm
that it is that for liberty to emerge and
flourish, both state and society must be
strong. A strong state is needed to control
violence, enforce laws, and provide public
services that are critical for a life in which
people are empowered to make and pursue



their choices. A strong, mobilized society is
needed to control and shackle the strong
state. Squeezed between the fear and
repression wrought by despotic states and
the violence and lawlessness that emerge in
their absence is a narrow corridor to liberty.
It is in this corridor that the state and society
balance each other out. This balance is not
about a revolutionary moment. It’s a constant,
day-in, day-out struggle between the two.
This struggle brings benefits. In the corridor
the state and society do not just compete,
they also cooperate. This cooperation
engenders greater capacity for the state
to deliver the things that society wants and
foments greater societal mobilization to
monitor this capacity.

What makes this a corridor, not a door,
is achieving liberty is a process; you have
to travel a long way in the corridor before

violence is brought under control, laws are
written and enforced, and the state starts
providing services to its citizens. It is a
process because the state and its elites must
learn to live with the shackles society puts
on them and different segments of society
have to learn to work together despite their
differences. What makes this corridor
narrow is that this is no easy feat .

To sum up, Acemoglu, Johnson, and
Robinson have not only shaped our
understanding of the root causes behind why
countries fail, but they have also pioneered
new methodologies for studying these
issues. Their emphasis on using natural
experiments and historical data has initiated
a new research tradition that continues
to help uncover the historical drivers of
prosperity, or lack thereof.
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MOYEMY JAPOH AJLMEMOINY, CAIMOH JOHCOH " OMEIAMC POBUHCOH Bblin
YO OCTOEHbI HOBEJIEBCKOWU MPEMUU 2024 TOOA?

[apon Apxemorny, CaiimoH [lxoHcoH u [xelimc PobutcoH 6binu ypoctoeHb Hobenesckoii npemuu
no akoHomuke 2024 ropa 3a 1x HOBaTOPCKUE NCCNENOBAHUA, MOCBALLLEHHbIE (POPMUPOBAHUIO UHCTUTYTOB
U UX BIUAHMIO Ha npouBeTaHune. Vix paboTta npegocTasnAeT BaXHble HayYHble MOHUMAHWNA OTHOCUTENBHO
YCTOWYMBBIX U YCUNUBAIOLLIMXCA SIKOHOMUYECKNX Pa3fnymili Mexy cTpaHamu, NofyepKrBas 3Ha4MMoCTb
VHKNFO3UBHbIX WHCTUTYTOB ANA JOCTUMEHUA YCTOWYMBOrO SKOHOMUYECKOTO POCTa U CHUMEHWA Hepa-
BeHCTBa. JlaypeaTbl Mokasanu, 4TO IKCTPaKTUBHbIE WHCTUTYTbl, OPUEHTUPOBAHHbIE Ha MONb3y Y3KOi
3NUTbI 32 CYET LUIMPOKUX CNOEB HaceneHus, NPenaATCTBYIOT JONTOCPOYHOMY PasBUTUIO, B TO BPEMA Kak
VHKNIO3UBHbIE WHCTUTYTbI, KOTOpblE 3alMLLAlOT WHAMBMAYaNbHble npaBa M obecneyuBatoT LUMPO-
Koe yyacTue, crnocobCTBYHOT JONroBpeMeHHOMY npoLBeTaHuto. bnarogapa WHHOBALMOHHBIM TEOpeTy-
YECKUM MOLENAM U 3MMUPUYECKOMY aHanusy, OHW CYLLECTBEHHO pacLUMpUiN MOHWMaHWE TOro, Kak
UCTOpUYECKoe Hacnepme, nonnTuydeckaa bopbba 3a BNacTb M MHCTUTYLMOHaNbHaA fUHaMUKa popmu-
PYIOT 3KOHOMUYECKME pe3ynbTaTbl. VX uccnepoBaHmA He ToNbKo oboraTunm TEOPUIO SKOHOMWKM pas-
BUTWA, HO U MPEefOCTaBUIN LieHHble aHaNUTUYeCKUue MHCTPYMEHTbI ANA BbIABNEHWNA OCHOBHbIX NMPUYNH
9KOHOMWYECKOrO HEPABEHCTBA U MONUTUYECKUX UHCTUTYLLMOHANBHbIX U3MEHeH Ui

Key words: Lapor Adxemoany, Hobenesckaa npemus, UHKIO3UBHbIE UHCMUMYMbI,
y3kuli Kopudop



