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THE TYRANNY OF EXPERTS




PART ONE


The Debate That Never Happened




CHAPTER ONE


INTRODUCTION


The farmers in Wood County in rural northwest Ohio never saw it coming. The soldiers had arrived on the morning of Sunday, February 28, 2010, while the farmers were in church. Hearing gunshots, the farmers had rushed to their houses, which by then were already immersed in flames. While some soldiers kept the farmers at gunpoint from rescuing their homes, others poured gasoline over the recent grain harvest in the barns and burned that as well. One eight-year-old child was trapped and died in the fire. The dairy cows were dispatched more quickly and humanely with a burst of machine-gun fire. Then the soldiers marched the more than 20,000 farmers away at riflepoint. Never come back, they were told; the land is no longer yours.


The farmers, many of whose homesteads had been in their families for generations, were unhappy to learn that a British company was taking their land with the help of the soldiers. The company was going to grow forests and then sell the timber. The farmers were even more distressed to learn that the World Bank, an official international organization combating global poverty, had financed and promoted the project by the British company. The World Bank is not subject to Ohio or United States law or courts.


The farmers might have hoped that publicity would help them. And indeed, a year later a British human-rights organization, Oxfam, published a report on what had happened in Wood County in February 2010. The New York Times ran a story on the report on September 21, 2011. The World Bank the next day promised an investigation. That investigation has never happened.


As of this writing, now past the fourth anniversary of the tragedy, the whole event has been forgotten by almost everyone except the victims. The farmers could only wonder why nobody seemed to care.


THE RIGHTS OF THE RICH AND POOR


Is this story really true? It is true except for one geographic detail—the events did not occur in Wood County, Ohio; they occurred in Mubende District, Uganda. The World Bank had promoted the forestry project there to raise incomes, but those whose rights the Bank had overlooked would not be among the beneficiaries.1 It is inconceivable that the story above could have occurred in Ohio. If it had, there would have been an outcry that produced justice for the victims and punishment for the perpetrators.


When Thomas Jefferson wrote the world’s most famous statement of political ideals in 1776, he listed outrages of the king of England against his American subjects: “He has plundered our seas, ravaged our Coasts, burnt our towns, and destroyed the lives of our people.” The following words were meant to prevent such outrages:


We hold these truths to be self-evident, that all men are created equal, that they are endowed by their Creator with certain unalienable Rights, that among these are Life, Liberty and the pursuit of Happiness. That to secure these rights, Governments are instituted among Men, deriving their just powers from the consent of the governed.


Similar ideals would be repeated in other Western nations. For example, the Declaration of the Rights of Man, approved by the revolutionary French National Assembly on August 26, 1789, aimed


to set forth in a solemn declaration the natural, unalienable, and sacred rights of man. . . . Men are born and remain free and equal in rights. . . . Liberty consists in the freedom to do everything which injures no one else.


These aspirations for freedom were those of poor people. The French in 1789 and Americans in 1776 were at an average income per person roughly similar to that of Africans today. The World Bank is based in the West and has many managers and staff who personally share in this dream. But the World Bank does not articulate such a dream for the world they cover, the world that at various times has been called “the Third World” or the “less-developed countries.”


The World Bank can hardly avoid some discussion of the nature of government in development, and they have been preparing reports on this topic—what they have vaguely called governance for years now. One recent version is a 2007 World Bank report on governance that says:


Implementing the strengthened approach to governance . . . will require . . . careful development of a . . . detailed results framework, consideration of budget and staffing implications . . . and further consultations with stakeholders. . . . The specific initiatives needed to fully operationalize this strategy will be outlined in an Implementation Plan.2


The following concepts play little or no role in the “strengthened approach to governance”: liberty, freedom, equality, rights, or democracy. These omissions are not accidents; they are part of a long pattern in World Bank reports. Questioned about the remarkably consistent omission of the word democracy from World Bank official reports and speeches, for example, the World Bank Press Office explained to this author that the World Bank is legally not allowed by its own charter to use the word democracy. We will retrace the revealing history behind this strange and important claim back to the 1940s.


The lack of commitment to such ideals is exemplified by the World Bank’s successful evasion of any responsibility for burning down the homes of poor farmers. It is further exemplified by its linguistic evasion, such as a “strengthened approach to governance” complete with its “consideration of budget and staffing implications.” The farmers in Mubende, Uganda, have reason to doubt whether they are included among the “men [who] are born and remain free and equal in rights.”


THE TECHNOCRATIC ILLUSION


The conventional approach to economic development, to making poor countries rich, is based on a technocratic illusion: the belief that poverty is a purely technical problem amenable to such technical solutions as fertilizers, antibiotics, or nutritional supplements. We see this in the Bank’s actions in Mubende; we will see the same belief prevalent amongst others who combat global poverty, such as the Gates Foundation, the United Nations, and US and UK aid agencies.


The technocratic approach ignores what this book will establish as the real cause of poverty—the unchecked power of the state against poor people without rights. In Mubende, Uganda, for example, the techniques of improved forestry offered a solution to poverty. But it was not a solution for the Mubende farmers. The illusion that the problem was technical only distracted attention from the soldiers’ and World Bank’s violations of the rights of the farmers.


By this technocratic illusion, the technical experts unintentionally confer new powers and legitimacy on the state as the entity that will implement the technical solutions. The economists who advocate the technocratic approach have a terrible naïveté about power—that as restraints on power are loosened or even removed, that same power will remain benevolent of its own accord.


What used to be the divine right of kings has in our time become the development right of dictators. The implicit vision in development today is that of well-intentioned autocrats advised by technical experts, what this book will call authoritarian development. The word technocracy (a synonym for authoritarian development) itself is an early twentieth-century coinage that means “rule by experts.”


The sleight of hand that focuses attention on technical solutions while covering up violations of the rights of real people is the moral tragedy of development today. The rights of the poor—such as the right of Ugandan farmers not to have their homes burnt down—are moral ends in themselves. Morally neutral approaches to poverty do not exist. Any approach to development will either respect the rights of the poor or it will violate them. One cannot avoid this moral choice by appealing to “nonideological evidence-based policies” (a popular phrase in development today).


Authoritarian development is also a pragmatic tragedy. History and modern experience suggest that free individuals with political and economic rights—call it free development—make up a remarkably successful problem-solving system. Free development gives us the right to choose amongst a myriad of spontaneous problem-solvers, rewarding those that solve our problems. These public and private problem-solvers accomplish far more than dictators who implement solutions provided by experts. We will see how free development allows the squeaky wheel to get the grease, while authoritarian development silences the squeaky wheel—perhaps with a police raid and a prison term.


The technocratic illusion is that poverty results from a shortage of expertise, whereas poverty is really about a shortage of rights. The emphasis on the problem of expertise makes the problem of rights worse. The technical problems of the poor (and the absence of technical solutions for those problems) are a symptom of poverty, not a cause of poverty. This book argues that the cause of poverty is the absence of political and economic rights, the absence of a free political and economic system that would find the technical solutions to the poor’s problems. The dictator whom the experts expect will accomplish the technical fixes to technical problems is not the solution; he is the problem.


AUTHORITARIANS ANONYMOUS


I have made clear the position this book argues. But this position could be completely wrong—that’s why it will take a whole book to consider whether morality, theory, and evidence does or does not show a Tyranny of Experts.


Those who support autocrats in development do not see autocracy as an end in itself. They genuinely believe autocrats would deliver the escape from poverty faster than free systems will. They believe the experts advising the autocrats know better than poor individuals how to solve their problems. They could be right—after all, there are some development success stories that happen in the absence of individual rights, and many individual efforts do fail (among both rich and poor). The pragmatic case for free rather than autocratic development often goes against our intuitions.


A common concept among development observers over many decades is that of the “benevolent autocrat.” According to this concept, the leader may have unconstrained power, but his intentions concerning what to do with that power are presumed to be good. He (and most autocrats are indeed male) just needs expert advice to accomplish good things. When good things do in fact happen to a country governed by an autocrat—such as high economic growth or rapid health improvements—the credit for these good things goes to the autocrat. The good outcomes are thereby taken as de facto evidence of the benevolence of the autocrat. These propositions could be correct—maybe it really does take autocrats to get things done, to avoid democratic stalemates—but they should at least be debated. This book will have that debate.


The support for an authoritarian approach to development is sometimes not overt but implied. It is often altruistic rather than self-serving. Support for autocrats is unintentional more often than it is intentional. There is no conspiracy against rights. I can sympathize with economists who, in their zeal to help the world’s poor, unwittingly favor autocracy, because for a long time I was one of them myself.


THE STORY OF THE AUTHORITARIAN IDEA


This book tells the story of authoritarian development. We will see that there was a debate between authoritarian and free development. But for the development experts who took over the field by the 1950s, the debate was already over—the authoritarian side had won. While eloquent advocates continued to make the case for free development, as we will see, the development community was no longer listening. It is still not listening today.


To see how this happened, we need to start before the official beginning of development in 1949, when Harry S. Truman first announced a US foreign-aid program, and look at a largely unknown history of development earlier in the twentieth century in places like prerevolutionary China and British colonial Africa. We will see debates between some of the first examples of what later would be called development economists.


When development was first conceived, open racism prevented Western actors from seeing a free alternative—that is, an alternative based on individual rights and initiative—as possible in the rest of the world. Colonial and semicolonial actions by the West were directly violating the rights of the poor in the Rest. We will see how technocratic development gave these actions cover as technical measures to improve the well-being of colonial subjects.


Yet as overt racism and colonialism faded, the appeal of technocratic ideas remained. History also allows us to explore the political motivations that sometimes determine which side of each debate wins. Technocratic development turned out to be popular with a remarkable diversity of interest groups, including even racists and colonialists in the West, on one side, and the nationalist leaders in the Rest who were victims of racism and of colonialism, on the other. It had great appeal to philanthropists and humanitarians in rich countries who wanted to end global poverty, yet also to those who cared nothing about poverty and only about the foreign policy and national security needs of rich countries.


Technocratic development also held an understandable appeal for the group on which it conferred great importance: development experts. We will see how economists before and during the official start of development in the 1950s got seduced by missionary zeal to become anointed as development experts, while a brave and now-forgotten few economists resisted it.


Most observers agree that the political interests of the United States during the Cold War helped determine which countries got foreign aid—that is, donations from governments of rich countries to support development in less-developed nations—and how much. It is not a stretch to examine whether the ideas that justified that aid might also have been politically convenient for the Great Powers during the Cold War—and it turns out even long before the Cold War. These political interests continue to be on display today in the War on Terror.


This book will not automatically reject ideas that had political motivations. None of us are entirely free from political agendas, and political agendas do not automatically exclude altruistic agendas. I want to debate all ideas on their merits. But political motivations help explain why the debate on the merits of ideas has often failed to happen.


HOPE FROM NEW RESEARCH


The debate between authoritarian and free alternatives in development has been missing for six decades. But there is a new source of hope and inspiration, where this time some economists are the good guys. A new wave of research on economic history, politics, institutions, culture, and technology has provided plenty of material to finally have the debate. Alongside the story of how authoritarian development became the default consensus on global poverty reduction, the new research allows the reconstruction of the story of free development in reducing global poverty.


Three dimensions of the new research challenge the authoritarian consensus—three dimensions that already appeared in the protodebate that got squelched. One is an emphasis on history. Technocratic solutions view history as not really mattering, a view that we can call the Blank Slate. The new research revisits even old history, such as a battle in northern Italy in 1176, to show how a twelfth-century turning point for individual freedom still affects outcomes in Italy today. The opposite of the Blank Slate is recognizing that history matters, and learning from that history. This also opens the door to history itself being evidence for or against authoritarian development.


Another dimension of the new research is an emphasis on nonnational factors—for example, the technology, values, and network contacts that migrants take with them from one nation to another. We will visit with such surprising players as a Senegalese religious brotherhood that has migrated to major Western cities. This and many other stories and research findings shed light on the big development debate on the prerogatives of nations versus the rights of individuals.


Finally, the new research shows the importance of spontaneous solutions in politics, markets, and technology. It turns out that when the rights of local people are respected, new trades happen, new technologies happen, new public services happen. This challenges conventional wisdom about the “benevolent autocrats” behind many success stories. There is, for example, more evidence for attributing the rise of China as an economic superpower to the anonymous spread of the potato to China than to Chinese ruler Deng Xiaoping’s economic policies. Appreciation of this phenomenon allows us, finally, to have the biggest development debate of all, on conscious design of development by experts versus spontaneous solutions by individuals.


Ironically, most of the economists involved in this recent research were not trying to solve the global poverty problem; they were just trying to better understand and explain the world. Nor were these researchers aware of the big debate that had failed to happen for six decades on authoritarian versus free development. So the development community of official agencies and philanthropic foundations has not changed its adherence to the authoritarian development consensus. But now we finally have the material to reopen the debate on the rights of the poor.


DANGEROUS DEBATES


The intellectual journey in this book toward a debate on autocracy versus freedom will be treacherous because the development consensus has a long history (as we will see) of disqualifying and dismissing its critics. There are many misunderstandings that tend to suppress dissenting views. Let’s review them:


You are just repeating the tired argument about free markets versus state intervention. This is the main debate in development that seems related to the debate about authoritarian versus free development. But it is not the same debate, because the market-versus-state debate says nothing about the power of the state versus the individual. The market side of the debate wants the state to expand the scope of the market. For example, it could remove tariffs on trade that protect some industries, so that free trade determines which industries survive. The state could lift controls on prices and instead let markets determine prices. The state side wants the state to protect the poor with price controls on basic goods, and to use trade policy to pick the most promising sectors that will lead the economy into development. However, neither side of this debate is addressing restraints on state power. Regardless of which side wins the market-versus-state debate, the state is still able to violate the rights of private individuals with impunity. In the “market” side of the debate, it is still the leader of the state that gets to decide what is a “market” policy. The state leader is able to pick and choose whose rights and which types of rights individuals may temporarily enjoy, such as the economic freedom to trade with whom one wishes. These rights are never secure when restraints on state power are absent, or when the principle of equal rights for all individuals in all spheres of activity is not recognized.


The distinction between economic freedom and political freedom thrives on both sides of the market-versus-state debate, because some on each side insist on the primacy of the one kind of freedom over the other, while nonetheless disagreeing over which it is that is primary. However, while the distinction is helpful for analysis, only a unified vision of freedom is coherent as an ideal. Did the World Bank and Ugandan government violate the economic freedom of the farmers in the Mubende District of Uganda, or was it their political freedom? It is hard to separate the two: violating property rights violates economic freedom, while the soldiers’ violent suppression of farmer protests violates political freedom. Whenever this book says individual rights, it includes both political and economic rights, the long list of those traditionally respected in today’s mature capitalist democracies. It includes the political freedom from seizure of your person and the economic freedom from seizure of your property. It includes the political freedom to assemble with whom you wish and the economic freedom to trade with whom you wish. It includes the political freedom to replace bad public-service providers with good ones, and the economic freedom to replace bad private-service providers with good ones.


You are an ideologue. There is a slippery slope in perceptions of development writers. If you deviate from what the political Center deems to be centrist, you slide down a perceptional slippery slope toward “ideologue.” Audiences sometimes look for code words that imply the writer is too extreme. Mention markets and you are presumed to favor a world with zero government. Mention liberty too often and you are presumed to be in favor of some extreme right-wing ideology. Mention Friedrich Hayek’s book The Road to Serfdom and you are presumed to be to the right of ranting talk-show hosts.


Less commonly recognized is a perceptional slippery slope on the left. If you mention colonialism, racism, or imperialism too often, as concepts still relevant to understanding development past and present, you risk being seen as a leftist ideologue.


I hope to frustrate the search for code words, because I do not believe in them. Of course, there really are white supremacists, conspiracy theorists, and other extremists who should be disqualified from debate. If our exclusion of extremists is too broad, however, we will just wind up endlessly repeating a consensus whose origin is unclear. One of the most interesting features of the story you are about to read is that the rebels against the technocratic consensus come from both the left and the right, and they often hold incompatible views on almost everything else.


You are attacking a straw man. Another set of debate-sabotaging formulas are “the truth lies somewhere in between,” or “there is no real difference between us,” or “you are attacking a straw man.”


Sometimes it is easier to see the debate in terms of the extreme each side is most desperate to avoid. Let’s consider two opposing extremes: (1) conscious design of development by state leaders and First World experts, and (2) development emerging from the spontaneous solutions of individuals. Perhaps nobody is at the pure extreme of (1), yet most in development flee from (2) in a way they do not flee from (1), fearing (wrongly) that (2) leaves nothing for the development expert to do. The desperation with which the one extreme is avoided makes the other extreme seem closer to a reasonable, middle-ground position and therefore less of a straw man.


This book sometimes refers to a “consensus” of the self-described development community. The development community includes policy experts, public intellectuals, economists, and other social scientists. Its limits are defined as those who work for the aid agencies of rich-country governments, international aid agencies like the World Bank, think tanks like the Brookings Institution, and philanthropies like the Gates Foundation, or as consultants or advisers to any of the above. It does not include economics professors conducting purely academic research on development, unless those professors cross over into work for the kinds of agencies listed here.


The idea of a consensus that remains stable over time and across groups is an oversimplification, just as the extremes in the debate were an oversimplification. There are of course differing viewpoints within such a consensus as well as changes over time in the consensus. Yet simplification is necessary to clarify the issues that matter most.


The content of the consensus is likewise disputable. In describing the development-community consensus in this book, I am drawing on my own thirty years of experience in development, on reading decades of writings about development, and on direct quotations from official sources that I present in the remainder of the book.


This book just wants to have the debate. Let’s not get obsessed with who and how many are located at each point between two opposing extremes, or who and how many belong to the consensus.


WHAT IS THE AGENDA?


Another device to suppress dissenting views is to attribute an agenda to the dissenter. It will help, therefore, to clarify what this book is not doing.


Not about ideological debates in rich countries. There are lots of books about the debates between the Left and the Right in the United States or in other rich countries. They mainly tend to break down into arguments about state versus market (as described above). They also tend to focus on particular debates about particular rights such as gun control, abortion, or a right to privacy. This book is not about such debates in rich countries. Neither conservatives nor liberals in the rich societies would disavow the axiomatic existence of “unalienable rights” for rich people, although they might, of course, disagree about the definition and implementation of particular rights. Yet this book argues that development does not embrace unalienable rights for the poor, even as a starting point—and that is the missing debate that this book wants to have.


Not implying guilt by association. Understanding the history of development requires grappling with racists and colonialists. Those who today hold some viewpoint that racists and colonialists used to hold—for example, that poor people don’t care about their own rights—are not thereby guilty of racism or colonialism. The history of ideas matters but does not automatically disqualify ideas that have some dubious progenitors. One of the surprises from the history of ideas is that the same ideas could appeal simultaneously to racists and antiracists, to colonialists and anticolonialists.


Not about extending rights into new areas. In addition to the traditional definition of individual rights given above, many have suggested additional rights such as a right to food or a right to health care. There is a debate about whether the word rights is appropriate for these cases. This book does not participate in that debate, which is well covered by many other books (such as the classic Development as Freedom by Nobel laureate Amartya Sen).


Not a how-to manual for aid workers and philanthropists. This book is not about “what we can do to end poverty.” This book does share a common objective with aid workers and philanthropists: the end of poverty. But the exhortation that all development discussions must lead within five minutes to a recommended philanthropic action inhibits clear thinking. Actions follow from principles and understanding. This book addresses principles in development; it seeks to promote understanding of development; it does not recommend specific actions. There is a fear of inaction and indifference on the tragic problems of global poverty, which I share. But wrong actions are equally a danger, and they may create more indifference and disillusionment when they fail. It is critical to get the principles of action right before acting, and it is that task to which this book is devoted. I’ll have more to say at the end about why it is unavoidable and absolutely necessary to focus on principles.


Not an exposé of academics. The experts and technocrats discussed in this book are not academic researchers; they are policy experts, public intellectuals, aid agency and philanthropic foundation staff, the odd billionaire, and think tankers—the already mentioned “development community.” Academia is far from perfect, but here I have mainly good things to say about academic social-science research. In my experience, most academic researchers have exceptional integrity and rigor. Of course, some academics are also public intellectuals (including this author) and others become government officials. But it is only in the latter roles that they could fit the definition of technocrat. Only as public intellectuals or officials do they participate in the big debate about autocracy versus freedom.


Not a critique of all expert knowledge. When my toilet stops working, I am grateful for the expert plumber. When I get giardia, I am grateful for the expert doctor who prescribes Flagyl. Experts in sanitation, health, and education offer huge benefits for the world’s poor. Medicines and antimalaria nets certainly save lives. This book is not about condemning all expertise, it is about distinguishing between good and bad ambitions for expertise in development.


Let us now spell out the debate in more detail with the help of two opposing Nobel laureates in economics who received their prizes on the same day. They were eloquent spokesmen for the opposite ends of the spectrum in development on individual rights, even though they never debated. After we review their views, we will see better how high the stakes were in this debate. We will also see how and why one wanted the debate to happen, and the other did not.




CHAPTER TWO


TWO NOBEL LAUREATES AND THE DEBATE THEY NEVER HAD


In December 1974, two men arrived in Stockholm, Sweden, to receive the Nobel Prize in Economics. Both were at the ends of long careers, having been born only six months apart in Western Europe three-quarters of a century earlier. They had known each other since 1931 and they both wrote on economic development.


The first of these two men, Friedrich Hayek, wrote about economic development before the field officially existed. He wrote amidst the epic confrontation in the twentieth century between Western liberal values on one side, and Fascism and Communism on the other side. This clash drove him to articulate a vision of how individual rights were both an end in themselves and a means by which free individuals in a free society solved many of their own problems. Hayek depicted the solutions, including both private goods and government services, as emerging from competitive economic and political entrepreneurs.


Hayek’s fellow Nobel Laureate Gunnar Myrdal had very different views on how societies emerge from poverty into prosperity. The division between them was perhaps most fundamentally expressed by Myrdal’s opposite views on individual rights in development.


Throughout his career, Myrdal did not feature an extensive role for individual rights in his writings about how development did or should happen. In his view, poor people were neither interested in rights nor capable of much individual initiative even if they had such rights. He said national governments needed to achieve development in spite of “a largely illiterate and apathetic citizenry.”1 Myrdal argued that even such rights violations as that of the “autocratic element in Soviet Communism” often “satisfies a predisposition of the masses in these countries . . . [who] for centuries have been conditioned to respond positively to direction from authority.”2


Myrdal thought that development efforts would “be largely ineffective” unless there were “regulations backed by compulsion,” that is, “putting obligations on people and supporting them by force.”3 For example, growth of production requires more investment in machinery, but individuals might not save enough on their own to finance such investment. The government should force them to save by taking some of their income through taxes or mandatory savings schemes, and investing it for them. Likewise, the superior technical methods that experts brought might increase agricultural production, but peasants could not be trusted to adopt them voluntarily. In such an instance, the government should impose a technically superior mixture of crops and livestock to increase total production, “even if it required the killing of many half-starved cows.”4


Hayek, in contrast, had been writing for years on how individual rights were both an end in themselves and the means by which societies escape poverty and move into prosperity. He celebrated changes from “a rigidly organized hierarchic system” into one in which people could “shape their own life,” as the root of prosperity in the West.5 Hayek declared himself appalled at the Fascist and Communist societies that he had observed in his lifetime in which “the individual is merely a means to serve the ends of the higher entity called society or the nation.” From this followed the “disregard of the life and happiness of the individual,” along with “intolerance and brutal suppression of dissent.”6


Hayek denounced those with “a fondness for authority” along with those who displayed a “strident nationalism.” He condemned those who do not protect the individual against “coercion or arbitrary power” as long as this power is used for what they regard as “the right purposes.” Ironically for some who see Hayek as an icon of the Right, these criticisms were directed at conservatives.7


What were the “right purposes” for which Hayek feared conservatives used state power? Hayek went on to attack “anti-democratic” conservatives who defend privileges of some “small elite”8 who use “the resort to privilege or monopoly or any other coercive power of the state in order to shelter such people against the forces of economic change.”9 Against that possibility, Hayek made a principled defense of individual rights that would continuously generate new opportunities for individuals and hence a continual turnover of the political and economic elite. For Hayek, “a policy of freedom for the individual is the only truly progressive policy.”10


Hayek also could not agree with the conservative who uses the state to enforce morality or nationalist fervor, the conservative who “regards himself as entitled to force the value he holds on other people.”11 He realized, as we see below, the danger that such a use of state power posed to minority groups with different ethnic cultures or moral codes. Still attacking conservatives but noting that the critique applied to the Left as well, Hayek mocked the imperialist or colonialist thinker who considers “his own ways superior,” who regarded it “as his mission to ‘civilize’ others,” and who would do this “by bringing them the blessings of efficient government.”12


Hayek and Myrdal had spent the previous decades espousing these opposite views. Hayek had made very clear why he rejected Myrdal’s views, along with similar views, but Myrdal never addressed the argument that individual rights were crucial to development. He did not answer that argument by Hayek or by anyone else in his voluminous writings. He claimed that his approach to development was “unanimously endorsed by governments and experts in the advanced countries.”13


Myrdal’s claim of unanimity was correct in a strange way. By the 1950s, as we see in the next part of this book, a consensus on development of the Rest had emerged in the West among “governments and experts.” Unanimous support for authoritarian development among development experts was achieved by declaring anyone opposed to this approach not to be a development expert. So there was never a debate between Hayek’s and Myrdal’s positions in development. The only debate that happened was that of state intervention versus markets, but we will see this was not the same as the debate on individual rights. The debate on individual rights as set out above never happened in development. It has still not happened today.


HAYEK DODGES THE NAZIS


Hayek’s life history may help us to understand his passion for individual rights. Friedrich August von Hayek was born on May 8, 1899, in Vienna, the capital of the Austro-Hungarian Empire. He came from minor nobility on both sides, which gave him the von. Noble titles would be abolished in 1919 and he would then drop the von (although his critics often continued using it for its derogatory associations).14


Hayek’s first introduction to the Anglophone world came at the age of twenty-four, after he met New York University professor Jeremiah Jenks in Vienna. Jenks offered him a job in New York as a research assistant. Hayek would stay in New York from March 1923 to May 1924.15 His New York stay had two important consequences for Hayek: he learned English, and he strengthened his knowledge of the English-language economics literature. The latter would allow him to be at the forefront of economics worldwide, the former would later allow him access to an international audience, especially in the United States and United Kingdom.


Back in Vienna, Hayek became part of a thriving intellectual community. Vienna had proportionally one of the largest Jewish communities in Europe, and Jews were well represented in academia. Hayek recalled later that “it is difficult to overestimate how much I owe to . . . [becoming] connected with . . . the Jewish intelligentsia of Vienna . . . who proved to be far ahead of me in literary education and general precociousness.”16


An Austrian Nazi party grew in the 1930s in parallel with the German Nazis of Hitler (who was of course himself Austrian). Most of Hayek’s Jewish Austrian friends would escape into exile. His close friend Fritz Machlup was one of the first. Hayek wrote Machlup on May 1, 1936, about Vienna: “The speed of the intellectual surrender and the corruption of politics . . . is shattering.”17 Hayek himself had already escaped to a position at the London School of Economics (LSE). Still a little-known thirty-four-year-old economist, Hayek had begun his appointment at LSE on March 1, 1933.


A month before, Hitler had assumed power in Germany. The day before Hayek started work at LSE, Hitler had used the Reichstag fire as a pretext to get the German President Hindenburg to issue the following decree: “On the basis of Article 48 paragraph 2 of the Constitution of the German Reich, the following is decreed as a defensive measure against Communist acts of violence that endanger the state . . . restrictions on personal liberty, on the right of free expression . . . including freedom of the press, on the right of assembly . . . and warrants for house searches, orders for confiscations as well as restrictions on property are permissible beyond the legal limits otherwise prescribed.”18


Hayek was a precursor of a wave of Central and Eastern European refugees, some of them famous and others forgotten, who would write in the 1940s and 1950s about the origins and nature of totalitarianism: Hannah Arendt, Isaiah Berlin, Michael Polanyi, Karl Popper, and Jacob Talmon. They would demolish the conventional wisdom that Nazi and Communist totalitarianism occupied opposite ends of the right–left spectrum. Hayek thought, as did his fellow thinkers on totalitarianism, that the relevant spectrum was the individual versus the collective, with liberalism at one end and both Fascism and Communism at the other. Stalin and Hitler had in common the violent coercion of the individual to serve collective ends.


Hayek had appreciated this almost from the first moment that the Nazis took power. In a memo that he wrote the head of the LSE in the spring of 1933, he noted the common role in Germany and Russia of “universal compulsion” and of “intolerance and the suppression of intellectual freedom.” He noted the “fundamental similarity of methods and ideas” in Germany and in Russia “is hidden by the difference in the phraseology and the privileged groups.”19 Hayek would later recall the effect of the rise of the Austrian Nazis on the intellectual life of Vienna, particularly at the University of Vienna: “at the beginning of the 1930s it dies, not only in economics, all of it.”20 In 1938, convinced the city held no future, he applied for and received British citizenship. He would avoid Vienna the rest of his life.


Anxiety about his friends and colleagues under the Nazis tormented Hayek. Hayek’s mentor, Ludwig von Mises, was Jewish. Mises had escaped from Vienna to a position in Geneva in 1934, but the Swiss capital would be no safer once the war began, with the Swiss turning Austrian Jews over to the Nazis. Hayek wrote to Machlup on June 21, 1940, less than a month after Dunkirk: “My main anxiety at the moment is whether Mises . . . got away from Geneva in time . . . The last letter I had from M. was from the end of May and he hoped then to leave almost any day. I have done my best through my French friend to secure him a French transit visa but I fear this will have come too late and the only hope is that he . . . got out by the Locarno-Barcelona air line before it was stopped.” 21 It would be a while before Hayek got confirmation that Mises had indeed escaped.


THE ROAD TO SERFDOM


We will see throughout the present book that there are many excuses offered for avoiding debate of the ideas of anyone who advocates the free development alternative to authoritarian development. The most visible case of this is another book, which appeared seven decades ago. It is one of the best-known and most controversial books of the twentieth century. The author of the book had many notable development economists as his students or colleagues. The book is a direct attack on technocratic development and a defense of individual rights as the escape path out of poverty. But the book and its author never received a reply from development thinkers; they simply ignored the author and his book.


The author was Friedrich Hayek and the 1944 book was The Road to Serfdom. The excuse for ignoring Hayek is that he may or may not have implied a “slippery slope” in which any state intervention in the economy would start a downward spiral into totalitarianism. I do not agree with this idea. I also do not believe Hayek actually stated it (he himself said he didn’t), but even if he did it is no reason to discard all of his other ideas. If we discarded all the good ideas of any thinker who had ever had a bad idea, we would have very few good ideas left.


The slippery-slope idea may have stuck to Hayek because The Road to Serfdom was alarmist about the threat to freedom in the United Kingdom that would emerge after World War II. We can cut Hayek a little slack on alarmism, considering that he had seen his own civilized Vienna succumb to the Nazis. And certainly, many advocates on both the left and the right make alarmist statements about what will happen if their ideas are not heeded. What seems to have happened with Hayek’s reputation, though, is that his alarmism coincided with the alarmism of the right wing of the Republicans in the United States who were reacting against both the New Deal and the threat of Communism, and so he became identified with the extreme Right.


It is sadly ironic that the man who helped overturn the conventional left–right distinction in the debate on individual freedom would be lastingly seen by some as a right-wing extremist. In truth, as we have already seen above, there is ample evidence that Hayek was not the conservative ideologue his critics claimed. The Road to Serfdom advocated such nonconservative ideas as a minimum income guaranteed by the state: “there can be no doubt that some minimum of food, shelter, and clothing, sufficient to preserve health and the capacity to work, can be assured to everybody.”22


In fact, Hayek condemned some of the very people he was identified with by his critics. In the pages of the 1956 version of The Road to Serfdom, he said British Conservatives were “paternalistic, nationalistic, and power-adoring . . . traditionalistic, anti-intellectual, and often mystical.”23 Hayek himself acknowledged after the fact that he had attracted some followers with whom he did not agree, at some cost to himself: “the manner in which [The Road to Serfdom] was used [in the United States] vividly brought home to me the truth of Lord Acton’s observation that ‘at all times sincere friends of freedom have been rare, and its triumphs have been due to minorities, that have prevailed by associating themselves with auxiliaries whose objects often differed from their own; and this association, which is always dangerous, has sometimes been disastrous.’”24


My argument here is not meant to address any debate on right versus left in US domestic policy. The argument of this chapter also does not depend on defending Hayek for his own sake. I am interested only in some of Hayek’s ideas as valuable insights in and of themselves. The sole point of this section is that there was and is no basis for knee-jerk rejection of Hayek as an ideological extremist. Ignoring the slippery-slope controversy, this chapter covers some of the good ideas of The Road to Serfdom, many of which contradict the usual image of the book. The nonalarmist part of his book was a defense of individual rights, an explanation of how such rights explained a free society’s development into prosperity.


The book’s ideas were the opposite of those ideas emerging about technocratic development in the Rest. Hayek’s former students and colleagues who were becoming development experts—including Gunnar Myrdal—were aware of Hayek’s ideas, but they chose not to debate them. The debate that never happened between Hayek and Myrdal in development is one of the intellectual tragedies of the twentieth century. We will see in the next part of the book that an ideological misclassification of the advocates of free development was not the reason they were ignored in development debates of the last six decades. They were all ignored for other reasons, and we will discuss why. For now, let us see what the debate that never happened between Hayek and Myrdal would have been about. We will contrast the views of Hayek with those of Myrdal, drawing upon their writings throughout the career of each.


To address the richness of the debate about autocracy versus freedom, and to understand why autocracy won in development, it helps to break the big idea of autocracy down into three component ideas. We present them each here as a dichotomy in which few would be at either extreme (and the extremes will be less extreme today than in the 1950s):


       1.  The Blank Slate versus learning from history. Is the expert free to write upon a “Blank Slate”? Or does each country’s past matter for its future—that is, does history constrain the expert’s ability to draw up new solutions from scratch? Is completely fresh thinking needed, or is comparing the history of each country with those of other countries a valuable way to learn about how development happens?


       2.  The well-being of nations versus that of individuals. Is the object of development efforts to be the nation or the individual? Is development about meeting national goals, or letting individuals choose and meet their own goals? Can development only happen if it chooses the side of meeting national goals, or do individual goals find encouragement?


       3.  Conscious design versus spontaneous solutions. Was development the result of deliberate design by experts at the center, or did it emerge from unplanned solutions by individuals? Was development a set of technical problems to be consciously solved by technical specialists? Or was it the emergence of solutions from competition between many different individual problem-solvers with many different pieces of knowledge?


The freedom side of the autocracy-freedom debate saw the first of each of these pairs as a threat to individual freedom and viewed the second element of each pair as both a value in itself and a means to achieve development. Let’s examine each of these three component debates of the overall development debate.


DEBATE 1: THE BLANK SLATE VERSUS LEARNING FROM HISTORY


In 1955, the Swedish government appointed Gunnar Myrdal’s wife Alva Myrdal as its ambassador to India. Gunnar followed and soon got a commission to do a major development study of South and East Asia. It would take him until 1968 to publish the 2,200-page Asian Drama, the result of a massive project to diagnose and cure underdevelopment in Asia.


American anthropologist Clifford Geertz objected to Myrdal’s picture of India, which is a good example of the Blank Slate mind-set. Geertz said it was “completely stereotypic, . . . astonishingly abstract . . . . unnuanced and unparticularized. . . . It would seem impossible to write nearly a million words on a country with so rich a history, so profound a culture, and so complex a social system and fail to convey the force of its originality and the vitality of its spirit somewhere; but Professor Myrdal has accomplished it.”25


The Blank Slate mind-set tends to ignore history and to see each poor society as infinitely malleable for the development expert to apply his technical solutions. The alternative would be to learn from history why each poor society is poor, to learn from history why other societies became rich, and to draw lessons accordingly for how to escape poverty. Since the Blank Slate ignores the particulars of history in each country, and technical experts start from scratch in every country, all poor countries seem equivalent. The best example of the pervasive Blank Slate mentality in development is the idea of “underdevelopment” itself. Categories like “underdeveloped countries” and “the Third World” homogenize otherwise diverse countries like China, Colombia, and Benin into one group.


The appeal of the Blank Slate is in part because it captures some truths—the per capita income levels of the Third World are much closer to each other than to those of the First World. And many other dimensions of society are associated with income: for example, low health, low education, and high corruption. On these dimensions, Third World members are very different from First World countries but similar to each other. This led Myrdal and others to think that the Third World had to attack first illiteracy, nutrition, and disease before they could expect that individuals would be able to look after themselves.


Blank Slate thinking thus opened the door for development experts to reject the utility of the West’s history of individual rights and development as a precedent. If the Rest had nothing to learn from its own history, it also had nothing to learn from the West’s history. Myrdal would later say that “all special advisers to underdeveloped countries” agree in that they “all assume a different approach to the social and economic problems of the underdeveloped countries today than that which historically was applied in the advanced countries.”26


A malleable Blank Slate also fostered a great potential for technocrats to create one-size-fits-all fixes that could be applied widely instead of having to study the historical context in each instance. It is easy to see the appeal of solutions that promised to work everywhere in the Third World. Hayek addressed a Blank Slate mind-set in The Road to Serfdom when he criticized beliefs that one could simply erase the old and start over, the belief that “further advance could not be expected along the old lines.”27 He affirmed the traditional narrative that the triumph of individual rights had led to development, giving the example of science: “Perhaps the greatest result of the unchaining of individual energies was the marvelous growth of science which followed the march of individual liberty from Italy to England and beyond. . . . Only since industrial freedom opened the path to the free use of new knowledge, only since everything could be tried—if somebody could be found to back it at his own risk— . . .has science made the great strides which in the last hundred and fifty years have changed the face of the world.”28


But now, in 1944’s Road to Serfdom, Hayek feared there was a new disregard for learning from history about what “had made past progress possible.” He also noticed the assumption of a completely malleable starting point, which made possible “a complete remodeling of society.” He was alarmed at those who would not learn from history by “adding to or improving the existing machinery,” whose approach was based instead on “completely scrapping and replacing” such machinery.29


Gunnar Myrdal early in his career had already provided an example of this Blank Slate mind-set that Hayek was criticizing in the rich countries. After Myrdal launched his successful academic career, which saw him get a prestigious chair at the University of Stockholm by 1933, he was eager for a new role as what today we would call a “public intellectual.” Both Gunnar and his wife Alva had great ambitions to remake their own society at home. In the summer of 1934, they retreated to a cabin in the mountains of Norway to write a book, The Population Problem in Crisis. They were addressing what at the time seemed a crisis: the drastic slowdown in population growth in Sweden. The details of this problem and solution are less important than the Myrdals’ willingness to embrace what Hayek would call “a complete remodeling of society.”


The Myrdals’ book recommended discarding what they called the “almost pathological” traditional family, with its excessive attention paid by parents to their children. Too much parental attention to each child meant parents were having too few children. So children should be raised largely by the state in state-run daycare centers as part of a “great national household.” The Myrdals said they wanted all this “to shape a better human material.”30


Myrdal embraced what he called “social engineering,” a willingness to discard all previous institutions and traditions regardless of whether there was any historical evidence that they worked. Experts would design new institutions from scratch based on pure reason. Myrdal had explained in 1932 that the new social policy ideology is “rational, whereas the old . . . was quite sentimental.” The expert reformer should be “liberated from the inhibitions” of any reverence for past experience. Myrdal captured well the new technocratic approach as “a purely technical analysis of a social policy question.” Such an approach “has a certain tendency to go in an extremely radical direction.” This was because the technical solution really did start from scratch and discard previous institutions, “quite simply because a purely technical analysis has no place in its schedule for institutional conventionalism.”31 This was the thinking that led Gunnar and Alva to propose supplanting the traditional family in Sweden.


Hayek was horrified at the technocrats’ ambition to draw up a new society from scratch. He saw “the preoccupation with technological problems” as the root of Blank Slate thinking. It was a preview of the development mind-set still around today that seeks purely technical solutions from natural scientists and engineers trying to answer the question, “what must we do to end poverty?” To Hayek, technocracy represented “the uncritical transfer to the problems of society of . . . the habits of thought of the natural scientist and the engineer.” The technocrats “tended to discredit the results of the past study of society which did not conform to their prejudices” as to what the right technical solution was. The decentralized solving of a problem by a free social system—with nobody in charge—was not analogous to an engineer solving one technical problem completely under his or her control.32


The Blank Slate had two important consequences for the role of individual freedom in development. First, it discarded positive evidence on how well individual freedom had worked in the past for development (as we will see in the rest of this book). This rejection of historical evidence made the rejection of freedom in development more likely.


Second, a Blank Slate approach itself required more autocratic coercion of individuals to get them to give up their previous institutions and accept the experts’ new technical solutions. Technocracy mostly failed in the West because democratic institutions allowed people to keep the institutions they wanted to keep and to reject expert alternatives. The Swedes, for example, were not willing to give up what the Myrdals called their “pathological” traditional families and accept one “great national household” for their children. The option to evolve gradually, mostly sticking to tradition, was not the outcome of coercion, it was what came naturally.


Hayek defended those who wanted to keep their institutions, instead of expert blueprints, and did not require them to provide a complete, rational justification for every social practice. The technocrats did not understand that institutions (like the family) were complicated solutions to complex problems; they had evolved without expert guidance. They were “products of a social process which nobody has designed and the reasons for which nobody may understand.”33 The lesson was not to keep things always unchanged, it was that experts should have more humility in the face of traditions they could not completely understand. With their local knowledge, nonexperts may better appreciate than imported technocrats how traditions are working for them. Institutions could continue to evolve on their own as circumstances changed. The ultimate lesson was to let individuals choose.


Democratic institutions made the option of rejecting the Blank Slate approach possible in the West. In the Rest, autocrats and their expert advisors had more unchecked power to impose Blank Slate approaches. The debate on the Blank Slate versus learning from history had happened in the West, but it would not happen in the Rest. The side that lost the debate in the West would win without a debate in the Rest.


DEBATE 2: THE WELL-BEING OF NATIONS VERSUS THAT OF INDIVIDUALS


The objective of development as developing the nation-state—that is, development in, by, and for individual countries—is so taken for granted that it is rarely even noticed. In the various phrases in development discourse—developing countries, underdeveloped countries, Third World countries—the discussion is usually about which modifier to use while the word countries is never questioned.


The phrases above were ubiquitous in Myrdal’s development writings. Whom did development advisers advise? They were “advisers to underdeveloped countries.”34 What problems did they study? It was the “problems of the underdeveloped countries.” Who was going to act? The advisers “from advanced countries” were “urging the underdeveloped ones toward . . . their social and economic reforms.”35 He described the actions that “underdeveloped countries have to attempt.” He regretted that “time does not allow them” any delay. His imperative was “they have to reform.”36 Myrdal’s they is “countries,” as it has remained in development up to the present. Of course, some action is inevitably at the national level, and much development analysis is also at that level; zero emphasis on nations is not tenable. However, exclusive emphasis on nations carries dangers of its own to individual rights, as Hayek pointed out.


One obvious danger is to the rights of ethnic minorities. Myrdal in Asian Drama described “religion, ethnic origin, culture, language” as “barriers” to be “broken down.”37 There are benign and less benign ways toward broken-down ethnic barriers, if indeed that is universally desirable. If it is simply a call for ethnic groups to show toleration toward each other, to abandon racist attitudes toward other groups, nobody would disagree with such benign ideals. A less-benign way is to deny minority ethnic groups the rights to assert their own, voluntarily chosen ethnic identity—for example, to ban minority languages or minority religious and cultural observances. The least-benign way of all is for one ethnic group to identify the nation with itself and actively promote hatred and discrimination toward all others.


Myrdal did not seem aware that his call for individuals to show a “firm allegiance” exclusively to the “national community” might promote nationalism and intolerance.38 Hayek was far more aware of the potential threat of nationalism toward minority groups. He noted, for example, that nationalism is useful for autocrats, who are not above also manipulating hatreds toward nonnational groups to consolidate their own power: “The contrast between the ‘we’ and the ‘they,’ the common fight against those outside the group, seems to be an essential ingredient in any creed which will solidly knit together a group for common action . . . [for] the unreserved allegiance of huge masses. From [autocrats’] point of view it has the great advantage of leaving them greater freedom of action than almost any positive program.”39


Hayek noted the particular vulnerability of ethnic minorities prominent in business or finance to nationalist hatreds. Envy of their success and ethnic prejudice make a toxic mix. National policies such as “expropriating the excess profits” of the capitalists could in fact be aimed more at minorities than at capitalists.40 Hayek’s warnings about minority businessmen would be tragically prescient as the examples of the East Indians expelled from Uganda by Idi Amin in 1972 and mass killings of the Chinese in Indonesia in the 1960s would later show. The general minority problem would later become well known with examples like the Tutsis, Bosnian Muslims, Kurds, Tibetans, Darfuris, and many others.


But there was more to the risk that nationalism posed for freedom than just its threat to ethnic minorities. What exactly did the goal of “national development” mean? It could not make sense as just a unified aspiration of all individuals, when individuals have so many different goals of their own. Indeed, another Nobel laureate, Kenneth Arrow, was to demonstrate a famous “impossibility theorem” in 1950, showing that no method can exist to rank the choices of a collection of individuals in a way that satisfies the most elementary common-sense rules for consistency and coherence.


Hayek was blunt that a “national goal” just covered up the fact that some goals for some groups were attained at the expense of other goals for other groups. Economics and politics involve “the choice between conflicting or competing ends—different needs of different people.” Making a particular set of choices and calling it “national development” really means making decisions on which goals “will have to be sacrificed if we want to achieve certain others.” National development as advised by experts just means that the experts “are in a position to decide which of the different ends are to be given preference. It is inevitable that they should impose their scale of preferences on the community.”41 Since a democracy is unlikely to turn such vital judgments over to experts, the experts may even voice frustration at how democracies fail to get things done, how they fail to promote what the expert sees as development. The experts may actually welcome an autocrat, who in turn can use the expert promotion of development as part of his rationale for his autocratic rule.


If it is impossible to reconcile the national goal of development with individuals’ own freely chosen goals, one must choose. It was clear that Myrdal and Hayek would make opposite choices. To Hayek, as we have seen in the introduction to this chapter, it was unacceptable that “the individual is merely a means to serve the ends of the higher entity called . . . the nation.”42


Interestingly enough, Myrdal understood, like Hayek, that the combination of nationalism with a national goal like development was a path to power: “The political leaders of the new countries have to arouse ambitions among the masses” because “this is their means of acquiring power.” The leaders know that “the aspirations which they know they can arouse successfully are the cravings for . . . economic development.” The leaders know that “the pliant, illiterate masses” can be “aroused by nationalist appeals.”43 Myrdal’s difference with Hayek is that he thought such extensive power for the national state and its nationalist leader was a good thing. Myrdal thought development could only happen through such national development goals, enforced by leaders, using coercion of individuals if necessary.


Hayek and Myrdal occupied opposite sides of this debate on individual rights versus the prerogatives of nations in development, another debate that never happened. Let’s now turn to the third debate between Hayek and Myrdal.


DEBATE 3: CONSCIOUS DESIGN VERSUS SPONTANEOUS SOLUTIONS


In February 2013, a well-known development veteran named Owen Barder gave a talk in which he defined development as an “emergent property of a complex adaptive system.” By this he meant that development emerged from a whole system that was too complex to be run by any one leader. Yet the system was adaptive in the sense that problems generated decentralized feedback and responses that then allowed the system to correct the problems. The idea stimulated positive buzz on development blogs, and nobody called Barder a right-wing extremist.44


Hayek was unlucky to be ahead of his time. A large part of The Road to Serfdom was about what he called “spontaneous order.” Among the examples he gave were markets, the evolution of the rule of law, and the evolution of social norms. Similar concepts abound today. Whether called complexity, complex adaptive systems, self-organizing systems, or emergence, and whether championed by natural scientists or Silicon Valley enthusiasts, all refer to systems that nobody designed, that display order that nobody ordered, and that deliver outcomes that nobody intended. Some examples are the Internet, evolution, language, cities, and anthills. The debate in development between conscious design and spontaneous solutions is similar to the evolution debate between religious believers in “intelligent design” as opposed to those who celebrate the “spontaneous order” of evolution.


Hayek’s spontaneous order was related to an idea that was already a mainstream concept in economics—general equilibrium—which held that a system of uncontrolled markets in every possible consumer or producer product would be a self-regulating system that reconciled supply and demand in every market, with nobody in charge.45 Kenneth Arrow summed it all up in a sentence that sounds a lot like Hayek: “The notion that through the workings of an entire system effects may be very different from, and even opposed to, intentions is surely the most important intellectual contribution that economic thought has made to the general understanding of social processes.”46


Lawrence Summers, a Harvard economist who was treasury secretary under Bill Clinton (and coincidentally Kenneth Arrow’s nephew), wrote about Hayek: “What’s the single most important thing to learn from an economics course today? What I tried to leave my students with is the view that the invisible hand is more powerful than the [un]hidden hand. Things will happen in well-organized efforts without direction, controls, plans. That’s the consensus among economists. That’s the Hayek legacy.”47


In The Road to Serfdom, Hayek had first of all stressed the insight that today excites us about undesigned order (as summarized above in the Barder talk): “the spontaneous and uncontrolled efforts of individuals were capable of producing a complex order of economic activities.”48 Hayek acknowledged how “impatience for quick results”49 had led some to reject the “spontaneous forces found in a free society” and to propose instead “collective and ‘conscious’ direction of all social forces to deliberately chosen goals.”50 He noted the seduction of conscious direction because “the person who actually does things” is always going to be far more popular than “the economist [who is] the odious individual who sits back in his armchair and explains why the well-meaning efforts of the former are frustrated.”51


But we have an alternative to the expert-solutions mind-set: spontaneous solutions through market competition. Competitive markets allow anyone with a possible solution to a particular need to offer it to consumers. Consumers choose the solutions that deliver the highest need-satisfaction at the lowest costs. In Hayek’s words, “we trust the independent and competitive efforts of many” to produce what we want. Hayek’s poetic touch was that even when we don’t know what we want, spontaneous market competition produces “what we shall want when we see it.”52


Those advocating conscious direction thought they knew better than individuals what was good for those individuals. They also thought they were smart enough to run the whole society, to identify and alleviate the constraints in the society that held back societies’ progress out of poverty. The spontaneity and humility of individualism is the opposite: “Individualism is thus an attitude of humility before this social process and of tolerance to other opinions and is the exact opposite of that intellectual hubris which is at the root of the demand for comprehensive direction of the social process.”53


Myrdal indeed said the opposite of Hayek, that the state should take “responsibility for economic development.”54 Myrdal envisaged a “government and its entourage as the active subject in planning, and the rest of the people as the relatively passive objects of the policies emerging from planning.”55 The word planning for Myrdal did not mean Soviet-style central planning. Myrdal clarifies that planning is just what we are calling here conscious design: “Development plans often explicitly define planning as a comprehensive attempt to reform all unsatisfactory conditions.”56 He noted “what these countries need is a programme that will induce changes simultaneously in a great number of conditions that hold down their growth.”57


When he wrote Asian Drama in 1968, Myrdal could see no hope for spontaneous solutions to emerge from poor individuals: “The prevailing attitudes and patterns of individual performance in life and at work are from the development point of view deficient” and are marked by “low levels of work discipline” as well as “superstitious beliefs and irrational outlook; lack of alertness, adaptability, ambition, and general readiness for change and experiment.”58


NOT STATE VERSUS MARKET


But in spite of misconceptions to the contrary, spontaneous solutions versus conscious design is not just an argument in favor of markets versus state intervention. This has been one of the biggest misunderstandings in the development debate for six decades. It has been the only debate on freedom that happened in development, but it was the wrong debate on freedom.


For example, the British-Hungarian economist P. T. Bauer published his book Dissent on Development in 1971, supporting many of Hayek’s views and attacking Myrdal’s authoritarian approach to development (I have quoted again here many of Bauer’s quotes of Myrdal). But the development community saw Bauer’s argument to be nothing more than the standard free market critique of government intervention. Bauer in 1971, like many before him and since, was unsuccessful in getting the development community to engage in a more fundamental debate about authoritarian versus free development.


There are three reasons why state-versus-market debate is the wrong debate. First, Hayek himself acknowledged the complementarity of state and market by identifying the need for government-supplied goods or interventions in areas the market doesn’t cover. What Hayek called “a wide and unquestioned field for state activity” included roads, pollution, sanitation, a legal framework, the prevention of fraud, and social services.59


Second, government services work best when they, too, are the outcome of spontaneous order in a free society. Politicians supplying goods the voters want are rewarded with political support, and politicians neglecting or harming their constituents are punished with vociferous protesters. The system does not require a government services czar: a decentralized “squeaky wheel gets the grease” system will do the job. Autocracy denies individuals’ rights to be squeaky wheels—such as the freedom of speech and assembly necessary to protest bad public services.


We underestimate how effective the political spontaneous order already is because of the things we take for granted in free societies. Teachers show up, the roads mostly remain in good condition, and the government doesn’t burn down the houses of Ohio farmers—because there would be vociferous complaints otherwise. In autocracies that do not depend on popular support and that are able to suppress protesters, teacher absenteeism, disastrous roads, and stolen farms are a lot more likely.


Third, the real test case of the misunderstanding of the debate on conscious design versus spontaneous solutions as state versus market is the pro–free market autocrat. Where does he fit into the debate about state versus market? Such a dictator and his free-market advisors may consciously design development “as a comprehensive attempt to reform all unsatisfactory conditions,” to use Myrdal’s words again, where the unsatisfactory conditions include the absence of a flourishing private sector. We have already seen how Hayek criticized the probusiness conservative who would “not object to coercion or arbitrary power so long as it is used for what he regards as the right purposes. He believes that if government is in the hands of decent men, it ought not to be too much restricted by rigid rules. Since he is essentially opportunist and lacks principles, his main hope must be that the wise and the good will rule.”60


Hayek objected to the idea of the benevolent autocrat on the principle of his opposition to unchecked power, which such an autocrat possesses. Hayek’s principle is violated regardless of whether the objective of that power is to promote free markets or socialism. The autocrats and their expert advisers get to determine which policies do promote “free markets,” with no safeguards against violating individual rights. The experts consciously designing market-driven development might replace those designing state-driven development, but the experts would still be in the service of unchecked power.


Hayek was so insistent that unchecked power could not be trusted to be held by “the wise and the good” that he devoted a whole chapter of The Road to Serfdom to “Why the Worst Get on Top.” In an autocratic system, Hayek noted, “there will be special opportunities for the ruthless and unscrupulous.”61 In such a system, “the readiness to do bad things becomes a path to promotion and power.”62 Why do we think that the leader who winds up on top in such a system is likely to be benevolent? Why do we think he will stay benevolent when staying in power requires the same “readiness to do bad things” that brought him to power in the first place?


The promarket autocrat that is on the market side of the market-versus-state debate is on the state side of the individual rights–versus-state debate. Such an autocrat will sooner or later be a threat to economic freedom as well as political freedom.


THE KNOWLEDGE PROBLEM WITH CONSCIOUS DESIGN


Hayek had yet another insight into why conscious design could not work in development, the insight for which he is best known as a purely academic contributor. In 1945, Hayek published “The Use of Knowledge in Society” in the American Economic Review, the leading journal in economics. A big problem with conscious direction from the center, said Hayek, is the lack of sufficient knowledge at the center. In 2011 a panel of prominent economists selected Hayek’s article as one of the top twenty articles of the last century in the American Economic Review. (The Road to Serfdom expounded the same ideas in accessible form; ironically, the ideas that harmed Hayek’s reputation in the public marketplace of ideas enhanced his reputation in academic circles.)


When Hayek and Myrdal received their Nobel prizes three decades later, their talks in Oslo gave rather different views of the knowledge problem. Myrdal spoke first and concluded his Nobel lecture by saying that “I am hopeful about the development of our science. . . . Everything can be studied. We are free to expand and perfect our knowledge about the world, only restricted by the number of scientists working and, of course, the degree of their . . . brightness.”63


Hayek had already generated puzzlement at the banquet the night before the ceremony, where he confessed that “if I had been consulted whether to establish a Nobel Prize in economics, I should have decidedly advised against it.” He further unsettled his hosts with the suggestion that “the Nobel Prize confers on an individual an authority which in economics no man ought to possess.”64 Hayek was outrageously honest about the inability of experts to consciously design a society—he included even himself among those undeserving of such authority. In the Nobel lecture the next day, he contradicted Myrdal about the unlimited potential of science. Social scientists who claimed to be able to run a society did not really understand social science: “In the sciences of man, what looks superficially like the most scientific procedure is often the most unscientific, and, beyond this, . . . in these fields there are definite limits to what we can expect science to achieve.”65


Hayek in his 1945 article had demolished the presumption that experts had sufficient knowledge to consciously design solutions to all social problems. He noted that the kind of knowledge to make investment, production, and consumption decisions was often very localized, context-specific, and personally idiosyncratic. Just as important as the science beloved by technocrats is the individual’s knowledge of constantly changing details of other people, places, and opportunities. More important than how to build a machine is where and when and for what group of people a machine will really pay off, where the “right” answer keeps changing and is known only to those on the scene. The knowledge needed to generate prosperity is not contained in a single mind, it is dispersed among many minds. The free society creates the incentives for each individual to utilize his or her own particular bits of knowledge.


Even more inaccessible to conscious designers is tacit knowledge, which cannot be communicated as a list of instructions from one individual to another. Tacit knowledge is the kind of trained and mostly unconscious knowledge needed, for example, to ride a bicycle—it does not work to follow a recipe on how to balance and turn the pedals. Economics examples include on-the-job learning, which is the main reason workers’ earnings rise with experience. Even purely technical solutions often require experience with that technology, in particular times and places, to fix the bugs. Tacit knowledge can only be gained through what Kenneth Arrow later called “learning by doing.” Tacit knowledge can certainly not be accessed by centralized problem-solvers.


For Hayek, the advantages of a spontaneous order of free individuals is that it creates the incentives for individuals to utilize their own localized or tacit knowledge, without any need for anyone else to access it. For private goods, the prices and markets coordinate all the decisions of individuals based on their idiosyncratic knowledge in a way that top-down plans could never do. In any given area, the individual who has the knowledge to produce what customers want most is the one chosen through market competition to be the producer.


Hayek would later state this in a different way. We cannot rely on centralized expertise to run society “because every individual knows so little” relative to the vast knowledge needed to give us what we want. We don’t even know enough to know who should be the expert, because “we rarely know which of us knows best.”66 A spontaneous order of competition among individuals with different kinds and degrees of knowledge to supply our needs will decide who knows best for each particular need.


The ideas of spontaneous solutions and the limits to knowledge were a severe challenge to aspiring experts in development. How would they respond?


WHY DID THE HAYEK–MYRDAL DEBATE NOT HAPPEN?


As we have seen Myrdal claimed unanimous support for what he called planning and what I am calling here the technocratic approach to development. It is striking how often he repeated this claim and how sweeping it was: planning “is unanimously endorsed by governments and experts in the advanced countries.”67 Myrdal affirmed yet again that “it is now commonly agreed that an underdeveloped country should have an overall integrated national plan.” He notes that “positive and urgent advice to do so is given them by all scholars and statesmen from the advanced countries.” Underdeveloped countries “under the encouraging and congratulating applause of the advanced countries” were “attempting to furnish themselves with . . . a plan.”68


The group of “all special advisers to underdeveloped countries” in favor of plans included a broad range, no less than “all who have taken the time and trouble to acquaint themselves with the problems, no matter who they are— . . . experts from the [World Bank] or other international agencies . . . private foundations and consultant firms; independent social scientists, journalists or visiting politicians.”69 Myrdal seemed to think unanimity was something to brag about, something that showed how strong his case was for technocratic development.


Hayek, on the other hand, argued in The Road to Serfdom that dissent from the consensus was necessary for the “life of thought”: “So long as dissent is not suppressed, there will always be some who will query the ideas ruling their contemporaries and put new ideas to the test of argument and propaganda. This interaction of individuals, possessing different knowledge and different views, is what constitutes the life of thought.” Hayek argued that the absence of “different views”—that is, Myrdal’s unanimity—in fact inhibits the progress of thought: “The growth of reason is a social process based on the existence of such differences.”70
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