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Introduction

Introduction

Since the research of Robert Solow in the 1950s economists have
known what makes a country prosperous

innovation - the creation and adoption of new technology that raises
productivity
investment in physical capital
investment in human capital broadly de�ned to include education and
health

Health is not just one of the fruits to development, it is a critical
input into it.
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The History of Health and Development in Colombia

The last century has seen slow but signi�cant improvements in
development outcomes.

There has been absolute convergence in life expectancy and infant
mortality so that Colombia has narrowed the gap between it and
developed countries.

But this is not true with income per-capita where Colombia has at
best maintained its position relative to the United States

this implies much larger absolute gaps in the level of income per-capita
than existed a century ago.
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How to Explain these Di¤erences?

Why has Colombia failed to narrow the development gap?

This is due to lower investment in technology, physical capital,
education and health.

The role of the government is critical. Many important inputs to
development are public goods which private actors will not provide on
their own.

But the Colombian government has persistently underprovided the
public goods that are required to improve productivity (like roads or
schools) or health.

Why?
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The Answer in Why Nations Fail

Human beings, including politicians, respond to incentives.

The incentives they face are determined by the institutions of their
societies - meaning the rules that create di¤erent costs and bene�ts
for behaving in di¤erent ways.

The institutions may be formal -

the law, the constitution, rules for the awarding of government
contracts or employment in the civil service

But they may also be informal -

no sea sapo
tiene rabo de paja
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The Impact of Institutions
Some Basic Economics

Innovation, investment and the provision of public goods are the
consequence of individual decisions that depend on institutions.

A basic idea in economics is that people will only invest if their
property rights are well de�ned or secure

But the majority of people in rural Colombia do not have well de�ned
formal property rights
They have been threatened by guerilla (la vacuna), paramilitaries, 6
million have been displaced, so their property rights (not to mention
their human rights) have been insecure
Señor Petro announced he would nationalize the healthcare industry if
he became president.
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The Impact of Institutions
Some Basic Politics

Public goods are chosen by politicians who aim to be elected and
re-elected.

Public goods, by their nature, bene�t everyone.

But politicians don�t care about everyone, they only care about the
people who support them and vote for them.

Therefore they would like to target policy at individuals via private
goods (money, contracts, jobs).

They also need money for campaigns.

This political logic, of clientelism, is why public goods are
under-provided.
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The Connection to Political Institutions

Clientelism has a logic but it is facilitated by political institutions
1 Central is the role of the state. Clientelism is more attractive when

The state does not use meritocratic rules for hiring, dispensing
contracts, etc..
The state does not enforce regulations or conduct audits
The state tolerates tax evasion
If there is no rule of law (for instance some people serve their prison
sentences �at home�)

2 The electoral system may make clientelism more attractive. In
Colombia operación avispa was replaced by open lists where people can
express preference votes.

3 Reinforced by the informal institutions of society
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Putting it all together: Why Nations Fail

Consider the di¤erence between Mexico and the United States
through the lens of two of the world�s richest men.
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Collecting Thoughts

Poverty in created by extractive economic institutions (think
monopolies).

Prosperity is created by inclusive economic institutions (that spur
innovation).

But the economic institutions a country gets depends on politics.

Inclusive economic institutions are created by inclusive political
institutions.

a broad distribution of political power and a strong state.

Extractive economic institutions are created by extractive political
institutions.

Bottom Line: Colombia has su¤ered from a long history of
extractive political and economic institutions.
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Extractive Institutions in Colombia

I already gave you some examples:

economic: ill-de�ned and insecure property rights. There are
monopolies and cartels...
political: parapolítica

Let me focus on political institutions and how they in�uence health
care.

Robinson (University of Chicago) Why Nations Fail October 18, 2018 11 / 17



Introduction

La Mermelada

The most egregious recent example of the under-supply of public
goods and clientelism in Colombia is the institutionalization of La
Mermelada.

On the one hand there were the quotas for appointing people to
government positions.

On the other there was the distribution of resources to mayors who
gave out contracts, 10% of which were kicked back by the contractors
to the politicians.

This has been well studied by the journalists of La Silla Vacía
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Cupos Indicativos in Córdoba

To promote development the allocation of resources should be
according to need to where it could have the highest impact.
Let�s consider the Caminos para la Prosperidad project.
Sincé, San Juan de Betulia and Palmito (Sucre), and El Guamo on
the Camino had four di¤erent INVIAS agreements, each for 4017
millions of pesos.
The contracts for Zapayán, El Guamo, Mompós and Palmito were
won by contractors represented by Luis Emiro Sierra Uparela, of
Sahagún, Córdoba, the home of Senator Besaile.
Two road contracts worth again 4017 million, in San Juan Betulia
and Sincé, were won by the Unión Temporal Vías de Betulia and
Unión Temporal Vía Sincé, respectively.
Both, legally represented by José Gregorio Hernández Uparela.
The Mermelada was equally distributed, to the collaborators of
Senator Besaile.
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The Problem for Healthcare

Healthcare is a basic public good.

Therefore we would expect politics to under-supply it.

Why the improvement in the 1990s?

Closely related to the Constitution of 1991 and the perception that
the lack of public goods in Colombia was creating an intolerable level
of political instability and social unrest. The e¤ect was to over-ride
clientelism.

(Notice when education spending shot up - after 1958, same logic:
trying to stabilize society after La Violencia).

But clientelism quickly re-asserted itself over the new system.
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Jam is bad for your Health

Healthcare involves government resources and so the political
incentives are to distort it for clientelistic purposes and also to loot it
to fund political campaigns.

In 2011 Alejandro Lyons was elected Governor of Córboba.

He is now in the United States with 20 criminal charges against him.

He appointed Alfredo Aruachán as Secretary of Health

from which comes the Cartel of Hemophilia - 44 billion pesos paid by
the Governor�s O¢ ce to IPS for false hemophilia patients.
from Córboba we also have the Cartel de SIDA - another 50 billion
pesos...
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The Challenges Ahead

The biggest challenge facing the healthcare industry in Colombia is
how to free itself from the clientelistic logic of politics.

The biggest challenge facing Colombians is to free themselves from
the clientelistic logic of politics.

The Colombian state is stronger than it has been and provides more
public services.

There are fewer poor people and there have been huge improvements
in healthcare and education.

But this has taken place in a situation where the logic of extractive
political institutions has still not changed.

This is because large changes have come in moments of institutional
crisis but when the crisis recedes, the old logic re-asserts itself..
(which is why Carlos Lleras, for example, never managed to
implement agrarian reform).
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Conclusions

I am not an expert of the health sector in Colombia, but the question
I pose to you is whether or not there is some institutional architecture
which can isolate the heath sector fro the perverse forces of
clientelism.

Even if this were successful it would not solve all the problems - the
health sector needs more resources but for that the government needs
to raise taxes...

As Colombians (or in my case foreigners with a passion for Colombia)
the bigger issue is who to eradicate clientelism and make politics
about public goods, not mermelada.
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