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Why Nations Fail is a widely respected look at why some countries have economic success 
(and the other good things that go with it) and some countries do not. The authors' analysis 
falls in the category of explanations called "institutions," compared to others who use 
cultural, geographic, or other explanation.  

In short, as you know because you've read much of it already, some countries have 
"inclusive" institutions, and some have "extractive" institutions.  Either a country's 
institutions are based on rule of law, property rights, and democratic features for the benefit 
of most of society, or the institutions are constructed or abused for the benefit of a narrow 
ruling elite. The book offers lots of examples of each. 

The argument has some built-in inconsistencies. Institutions come from where they come 
from. Institutions are stable, until they are not.  This vulnerability has some similarities to 
realism – in which the bipolar Cold War was a stable, seemingly permanent situation, until it 
was not.  

How do regimes change, from inclusive to extractive? Or more importantly, the other way?  
Just a few short notes here: 

In Chapter 1, the authors say that the difference between Mexico and the United States 
today is that Spain was bad four hundred years ago. Is this a sufficient explanation? 

In Chapter 3, the authors distinguish between North and South Korea. The North has 
extractive institutions, and the South has inclusive institutions. But why? Does North Korea 
emulate 1950s China, while South Korea emulates the 1950s United States? Is that because 
China and the United States dictated what the institutions would be like? Or at least the 
parameters? But much is left unresolved? Why didn't North Korea make the changes that 
China made in the last 30 years, 35 years? And below the 38th parallel, South Korea was a 
growing economy for decades before 1990, but not really a democracy. Can this era of 
South Korea be an example of an inclusive economy that is not democratic? Does that set 
up a model for others? In fact, we might ask this about post-Mao China, or Malaysia and 
Singapore today?  Is there a successful state-led, undemocratic East Asian model, and if 
yes, how do we fit that into the authors' model?  Why do some states continue to succeed 
(Singapore, for example), but not the Soviet Union?  

In subsequent chapters, the authors try to explain how changes happen. There were 
political changes in England, and so it changed from extractive to inclusive. But there were 
equally dramatic changes from the Soviet Union to Russia, but Russia remains elite-
dominated without a strong middle class, and without an entrepreneurial class to challenge 
Silicon Valley or Bangalore or Shanghai. Why do some political changes cause a shift in 
institutional regime, but others do not? Do you think the authors satisfactorily answer this 
question? 

Similarly, the fall of Rome, and the fall of Venice a thousand years later, are explained by 
changes in institutions. But what causes those changes?  

Merchants were important in the Austro-Hungarian Empire, but in England merchants were 
given more prestige. Therefore the Austro-Hungarian Empire collapsed, according to the 



authors. But the question remains, why were merchants given a higher place in society in 
one case and not the other? 

Chapter 11 is interesting, because it says that England's inclusive institutions come from its 
democracy, not the other way around. Then there is a virtuous cycle of democratic 
pressures and increasingly inclusive institutions. Similarly, the authors say that the United 
States had a virtuous cycle of democratic pressures and inclusive institutions. Slavery was 
overthrown as an elite institution, and when giant monopolies arose a generation later, 
populism reined them in. But the explanations seem to be somewhat vague. Is there a sui 
generis or tautological or "prime mover" problem here somewhere?  

Things get even more interesting in chapter 12. The former colonies of Britain in most of the 
world have good democratic and inclusive institutions, but not in Sierra Leone. We are 
introduced to the concept of the resource curse. Also, we have to explain why one part of 
the United States developed different institutions than the other part. If we accept a cultural 
explanation, or a geography explanation, for why the South became agricultural with 
slavery and the North became industrial, we undermine the authors' primary argument that 
institutions come from, well, institutions in history. And they leave open the difficult 
question of, why so many rich countries of the past 200 years are former British colonies (or 
former US "colonies" – occupied Germany and Japan), democratic, and in temperate zones, 
while much of South America and Africa remained underdeveloped, undemocratic, and full 
of extractive institutions. 

As we look at countries around the world today, we see that many countries have adopted 
more democratic and more inclusive institutions in the last 30 years. Argentina, Brazil, 
Chile, South Africa, South Korea, Central Europe and others – but other countries have done 
it without the democracy – we mentioned China, Malaysia, and Singapore as examples 
above.  Countries that have done so have generally found more success with inclusive 
institutions than when they had more extractive and undemocratic institutions. But I ask 
you: do the authors satisfactorily explain why some countries change from inclusive to 
extractive, or from extractive to inclusive, and do they satisfactorily explain why some 
countries remain extractive? 

In the final chapters, the authors offer a somewhat hopeful conclusion. They point to 
countries like Botswana, in which a new government created inclusive institutions, even 
overcoming the risk of the resource curse. And they mention China again, where the death 
of Mao was a critical opportunity that the new leadership did not miss. And they describe a 
much slower, or more gradual, change, in describing the American South. We still see 
questions about the American South in the news today. But what explains the differences in 
institutions? Is it history, culture, geography, or something else, and how do we tease those 
various ideas apart? 

Finally, the authors admit that the predictive abilities of their analysis are limited. And they 
do not offer a simple toolbox for replacing extractive regimes with inclusive ones. But 
maybe you have drawn some lessons from their many examples. Those lessons are 
necessary in a lot of places right now in the Middle East, in Africa, and even among 
developed countries to prevent erosion of inclusive institutions and the rise of extractive 
ones in their place. 
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