A poverty trap model for developing countries

Health and education is acknowledged to be key elements in development. But offering health products and education is not enough; it must be affordable, income
must be generated and knowledge transferred to the local economies to fund societal infrastructure. The model illustrates the relationship between drivers or bar-
riers to economic activity in a local economy; the Catch 22 for developing societies stuck between traditional cultures and modern poverty. Market failure, inade-
quate information, education and lack of societal institutions impede the workings of the economy. Bad health and poverty is reinforced and in some cases crimes
and unstable environments are the results. It is difficult to distinguish cause from effect of underdevelopment, and what triggers development in specific cultures.
Investors and business people like most humans favour to invest in well known areas or countries where other entrepreneurs are present and infrastructure already
emerging. It is risky and sometimes expensive to be the first, thus putting a competitive disadvantage on poor traditional societies without modern institutions and
economic infrastructure.

Society

© Individuals suffer from low income, no social services or health care and poor education perspectives for
their children.

© The local society suffers from lack of private and public investment for societal infrastructure, and even if
available, low purchasing power and taxes payments would undermine the operation of services.

o Itis difficult for politicians and citizens to be far-sighted when every day is a fight for basic needs.

Low company/investor presence Local vs. global culture

o Investments in underdeveloped areas are im- o A traditional society is based on economic and social
relationships developed from specific cultural and his-
toric settings.

© The demands for efficiency, education, mobility etc. of
modern economy and labour relations often collides
with tradition and culture.

peded by high risks, higher ROl requirements
due to unstable social environments and lack
of a well educated work force with good
purchasing power.
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Poor infrastructure and no education

© No jobs and low level of investment creates lack of tax
revenue and funding of institutional infrastructure
(schools, utilities, health care etc.).

© The inclination of locals that have received professional
education such as health care professionals to set up
health care facilities or to look for employment locally is
also reduced.




