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Introduction


Jeremy Adelman


SIZE MATTERED TO ALBERT O. HIRSCHMAN. If big is supposed to be better—large dams, tall buildings, wide avenues, loud music, big theories, and grand schemes to solve the world’s problems—Hirschman was a dissenter. One of the twentieth century’s most original social scientists, he found beauty in the diminuitive, gained insight from the little. While writing a complicated book about the World Bank in 1966, he confided to his sister Ursula that he felt at odds with those who sought big theories to explain everything. “I very much like the expression that Machiavelli used in one of his letters for his own constructions,” he confessed. These were “castelluzzi [little castles, as easy for reality to destroy as for a fecund imagination to construct]—that is probably what Eugenio called a piccole idee and the only thing I can really do.” Piccole idees, small ideas … lesser thoughts that yield great insights, close-up shots that give way to a new panorama, these were touchstones of Hirschman’s intellectual style.1


The lens to focus on the seemingly unimportant came from Hirschman’s brother-in-law, Eugenio Colorni, but Hirschman made the style all his own; it also made him truly unique. The preference for lesser scales did not reflect a lack of ambition. Far from it. Hirschman had a project that transcended the norms of professionalized American social science and defied easy categorization. His was a quest to reveal how acts of intellectual imagination might unlock sweeping possibilities. By finding seams in even the most impregnable structures, one might create openings and prospective alternatives. These were tasks for the intellectual. Oftentimes this meant challenging elaborate certainties, from the doomsdayish or futile sort to the euphoric conviction that one could change everything at once—given “the necessary conditions.” These words were staples of the social science diet; few words were more responsible for leading scholars to chasing their tails. Those with whom Hirschman sparred included preachers of Communist orthodoxies in the 1930s or liberal “Big Push” economic planners in the 1960s, to the reactionary apostles of the 1980s. Instead of wielding grand models of society or history, Hirschman preferred modesty—which cycled him back to lower-case, unconventional, approaches. Among Hirschman’s targets were the establishment gurus of “balanced growth” for the Third World, the belief that economists could conjure development by simultaneously moving an entire economy’s complex parts in lock step. Hirschman took the contrasting view. He opted for a more partial, unbalanced, approach, which favored strategic focus over comprehensive breadth. He summarized his view thus: “To look at unbalanced growth means … to look at the dynamics of the development process in the small. But perhaps it is high time that we do just that.”2


Scale was not just about observational preferences or scientific method. It comes across in Hirschman’s narrative style as well. Hirschman was more than an original thinker; he was also a master essayist. Nowadays, the heavy monograph or the technical, peer-reviewed article predominate in the world of scholarship. Hirschman wrote his share of those, but where his originality shone through was as the author of essays—small, sometimes miniature, literary masterpieces. This volume presents a selection of sixteen essays from a lifework of action and observation, advocacy and reflection, the work of a man who respected and used the analytical tools of the social sciences but felt resolutely unconstrained by their boundaries—and yet who managed to compress his wide-ranging insights into the tightly bound format of the essay.


Hirschman’s essays constitute an art form, how he could use words so economically to say so much. It is not just the breadth of his analysis that readers see at work; it is also Hirschman’s commitment to the idea that how we behave (the domain of the psychologist) is connected to the experience of the marketplace (the economist’s territory), which affects civic and political life (the habitus of the political scientist or sociologist). Moreover, the concepts we use in turn have histories. Hirschman’s prose is ever full of reminders that some basic insights came from a day and age in which the human scientist was free of the modern academy’s disciplines—which is why he had such an affection for reading, rereading, and citing the classics. The experience of reading Hirschman is frequently to feel poised before a whole tradition of humanistic thought. As the twentieth century unfolded, fewer and fewer intellectuals were able to summon its breadth; our social sciences became increasingly carved into walled provinces called “disciplines.” Crossing them now often seems forced or heavy handed—which is one reason why Hirschman’s ability to move across the frontiers of knowledge appear so effortless, almost natural. Another reason is because he was simply a gifted writer, and indeed imagined the social sciences as a branch of literature. For the nostalgic among us, Hirschman’s prose is a reminder of an earlier age, one that has arguably passed. The essays in this volume bear witness to a propensity to cross from psychology to history, from economics to political sciences, and back again—all the while weaving in the works of great literature. It is rare to find a writer in our times so at ease with the modern tools of the social scientist and yet so concerned with the complexity of the human condition that he or she can bring to life the frictions and tensions that come from looking at our world at the junctions of political, economic, and emotional life.


If there were a pantheon for great essayists, Hirschman would stand as one of its finest practitioners. This is because he was a modern alchemist, able to transform the mundane into the marvelous. Few could mix the sharpness of an economist’s precision with the elegance of a literary imagination. And even fewer could mix them in just the right proportions—which is precisely what the essay form demands. After all, it has to be short. And none had access to the breadth of linguistic commonplaces and traditions that gave him his range. Hirschman’s affection for, and command of, languages—his native German, French, Spanish, Italian, Portuguese, and English—gave him a repertoire that made him a most uncommon of writers. In an age in which our academic disciplines require ever-greater specialization, redoubled by monolinguality, it is rare to find a scholar who can affect how we think about inequality by writing about traffic, or slip in a quote from Flaubert’s correspondences to reveal something surprising about taxes.


The essay is more than just a shortened argument that, blown up, becomes a book. It is a form unto itself. Its brevity is an opportunity for an author to pull the veil back on the personal nature of a viewpoint, for the reader to know that there is a viewpoint at all, thereby providing a bridge between practical knowledge and theoretical analysis. In many of Hirschman’s essays, readers are urged to follow a passage from Rousseau alongside him. Increasingly, Hirschman himself became the subject of his own essays. Some might see this as an elegant form of narcissism. But there was more to the practice of making the first-person singular a subject; the essay, to Hirschman, was a way of collapsing the distance between author and reader, inviting the reader to trace, close up, the mental working of an author at work, thereby conjoining writerly and readerly experiences.


Over a lifetime, Hirschman was to write great books. This volume brings together a selection of his great essays into the form of a book. But it is more than a sum of parts. The range alone is astonishing. We find that his subjects include how to think about industrialization in Latin America, the imagining of reform as more than repair, the relationship between imagination and leadership, some of the most astute observations about routine thinking about the marketplace, and reflections on how our arguments affect democratic life. Economics, sociology, political theory, intellectual history—these subfields of the social sciences are found here woven together as a compendium. And throughout we find humor, unforgettable metaphors, brilliant analysis, and the elegance of style that gave Hirschman such a singular voice, at once playful and curious, yet provocative and committed.


Given the breadth of the oeuvre, what can be “essential” about Hirschman? The very act of selecting for this volume threatens to impose boundaries he deliberately sought to cross. And yet, while Hirschman had a style, he was never removed from history. Indeed, he thought of his concepts and ideas as deeply embedded in the history that made them, not universal abstractions that stand outside time or above the human condition. As Hirschman joked to Clifford Geertz in 1976, too many of their colleagues fell prey to the “Law No. 1 of the Social Sciences”: “Whenever a phenomenon in the social world is fully explained, it ceases to operate.”3 In the spirit of locating Hirschman in the world, this volume organizes his essays into three sections. Roughly—very roughly—they reflect a sequence of his preoccupations. From the 1950s through the 1960s, he was concerned with development in what was then called the Third World, especially Latin America, and engaged in fierce debates about the nature of economic growth, the role of expertise, and the importance of imagining possible futures beyond the circular snares of poverty traps and backwardness. The selections here represent key essays that intervened in those debates, and which have enduring relevance as we think in our day about the prospects for change and fundamental reform in an increasingly unequal world. In the 1970s he turned his gaze on markets, concerned about how the rise of a “neoconservative” brand of market mentality imposed only one way to think about personal interests and collective welfare. What Hirschman argued for was a broader repertoire and more complex thinking, appreciating as he did the vital functions of the market, and therefore urging us to take them more seriously than as simple signaling devices for the allocation of scarce resources. Finally, in the 1980s, reflecting his engagements with democracy in Latin America, the possibilities of a post–Cold War Germany, and increasing concern that Anglo-Americans were locking themselves into intransigent ways of talking about policy, he wrote a series of breathtaking essays about discourse, rhetoric, and public life. Here too there is an obvious enduring quality to the insights and arguments, as the squeeze of globalization and polarizing language of its defenders and critics leave citizens feeling increasingly stuck in a quagmire, yet yearning for alternatives.


The Essential Hirschman allows a reader to think about changes and continuities in intellectual style as well as political concerns, the biography of an imagination. His imagination and his skills as an essayist have a history inscribed in the way he lived the twentieth century. Indeed, his life can be seen as a parable of the horrors and hopes of the twentieth century, and by living in it, he sought to change it even in the darkest of times; he learned to theorize from experience, to conceptualize from observation. How he developed this knack was the result of an early exposure to the father of the essay, Michel de Montaigne. And his encounter with Montaigne had everything to do with how a committed socialist grappled with the destruction of the cosmopolitan world in which he was raised.


Born in Berlin in 1915, Hirschman fled in early 1933 with the rise of Hitler and the tragic death of his father. That year marked the end of a long dream for Jews like the Hirschmanns (the name would change when Albert moved to the United States), who staked their faith in the Enlightenment and the trade-off that came with assimilation, civic and political membership. One might say that the end of adolescence closed the door on a boy’s dream, incarnate in the spirit of tolerance, experimentation, and reform that we associate with the Weimar Republic. But it was not so. A love of Goethe and a dedication to fight for and understand the cosmopolitan values of his deceased republic accompanied Hirschman through his life.


The flight from Berlin was the first of many; intolerance hounded him from country to country. Someone more vulnerable to embitterment might have considered this trademark of life in the modern age a sign of decline from the exalted ideas of the Enlightenment. Hannah Arendt’s name comes to mind, as do so many other Mitteleuropa exiles thrown into the world to transform its artistic and intellectual landscape, to spread, understandably, a shadow of doubt and pessimism over the modern condition.


But Hirschman was not one of them. Indeed, a hallmark of his politics—and his intellectual genius—was to see that what appears as immutable, stubborn, and impervious to change could be a source of options. With a little imagination, some lateral thinking and daring, alternatives were almost always there. “Aren’t we interested in what is (barely) possible, rather than what is probable?” he asked himself privately in his diary. Instead of obsessing over certainty and prediction—which reminded him of Flaubert’s injunction against la rage de vouloir conclure as sure to lead us to dead ends and foreclosed outcomes—should we, maybe, be more humble and more hopeful? His credo planted a flag against creeping disenchantment with reform, development, and modernization by introducing the world to a figure he called “the possibilist” in a famous essay written not long after a trip to Argentina in 1970 and included in this volume. The ethical compass for the possibilist was a notion of freedom defined, as Hirschman put it, as “the right to a non-projected future,” the liberty to explore fates that were not predicted by iron laws of social science.


The elements of Hirschman’s thinking were gathered from a life of living and acting in the world. Though he had a precocious intellect from the time he was a boy, it was from the combination of his vita contemplativa and vita activa that he assembled a worldview. The flight from Berlin took him to Paris, where he joined the swelling numbers of refugees—Russian Mensheviks, Italian socialists, German communists. In Paris, and later at the London School of Economics and the University of Trieste, he learned economics—although, perhaps, taught himself economics is more correct. Either way, from the start he concocted a unique blend from reading classics like Adam Smith and Karl Marx, French debates about balance of payments, and Italian concerns about industrial production. It was against the backdrop of the Depression and the concern with the causes and solutions to mass unemployment and the spread of economic autarky and imperialism that he made his first forays into the discipline. There is a sense that he was, from the start, uncompelled by orthodoxies of all sorts. While in London, Keynes published his monumental General Theory. Keynes’s detractors, Lionel Robbins and Friedrich Hayek, were towering figures at the London School of Economics. And yet Hirschman could not get too excited about rival grand theoretical claims. His quarry lay elsewhere: how to fathom the underlying roots of Europe’s economic turmoil, concerns that would lead him eventually to the instabilities and disequilibrium of the development process more generally.


More than the plight of an exile or the economics of the Great Depression shaped him. So too did the political crisis that metastasized across Europe. Paris had replaced Berlin as the pivot of Hirschman’s life; he moved in and out of the city from England, Spain, and Italy. It was there that a second political and intellectual education began, one that removed him from her German idealist roots. The French capital was a hub of intrigue for a continental diaspora, Russians, Italians, Germans, Spaniards, eventually Austrians and Czechs. Hirschman soon found himself moving away from the German Left, with which he had affiliated, to drift into an Italian circle much less concerned with getting the ideological diagnosis “correct” than with changing history through action. Especially under the spell of Eugenio Colorni, whose philosophical and political heterodoxy was a model, Hirschman became much more eclectic in his reading. A family connection was involved. Colorni had courted and married Hirschman’s sister, Ursula, and became the single most important intellectual influence on Hirschman’s cognitive style. The relationship, leavened by shared reading and long conversation, deepened when Hirschman moved to Trieste, where Colorni and Ursula had moved a year earlier, after a brief and bitter experience fighting on the Republican side during the Spanish Civil War.


Colorni came from an Italian variant of the same European cosmopolitanism. An assimilated Jew, he was a member of a movement that tried to combine the freedom-loving spirit of liberalism with the justice-seeking impulse of socialism, not unlike Hirschman himself. This eclectic democratic tradition is perhaps best represented by the late Norberto Bobbio, with whom one might pair Hirschman as archetypes of a different, more open scholarly style; neither lost sight of the normative and political features of intellectual activity; both were essayists. It was Colorni who impressed Montaigne and the beauty of the essay genre upon Hirschman. It was Colorni who pointed out that the freedom of the essay was a kind of analogue to a more open way of thinking about politics. They would spend many hours together, in Paris and Trieste, and especially in the Colorni family retreat at Forte di Marmi on the Tuscan coastline, crossing the borders of the human sciences together.


As of Trieste, Hirschman and Montaigne would not be parted; not so Hirschman and Colorni, who was gunned down by fascist thugs in the streets of Rome.


One important feature of Montaigne informed Hirschman’s spirit: that one’s insights were equally drawn from the well of a lived experience. Unlike Montaigne, Hirschman had a lived experience made of border crossings, of exits that were closely tied to his political loyalties; he became what we might now call a cosmopolitan—though Hirschman would probably wince at the label. Living in Europe, especially as an active socialist, implied in some basic way committing to the struggle against fascism. No sooner did Generalissimo Franco rebel against the Republican government in Madrid than Italians in Paris began to organize the first volunteers—and Hirschman was among them. Within weeks of the outbreak of the Spanish Civil War in July 1936, he was in Barcelona. There he stayed, fought, and was wounded on the Aragonese front; when the Communist Party sought to assert control over militiamen, anarchists, and motley progressives, Hirschman, appalled by the same intransigence he’d seen in the waning days of the Weimar Republic, left for Italy to participate in a new front of the continent-wide struggle. Mussolini’s 1938 anti-Semitic decrees cut short the sojourn in Italy, though not before Hirschman got his PhD from the University of Trieste. Once again, a flight to Paris.


War sent so many people ricocheting around the world. What was unique about Hirschman’s mobility was that it was tied to being a professional volunteer in other peoples’ armies, not as a mercenary but as a loyalist to a cause. For one of the great theorists of human responses to organizational decline, inscribed in his pioneering work Exit, Voice and Loyalty (1970; dedicated to Colorni), the shifting engagements and departures had a long personal history. When it came to tyranny, there was no question where his loyalties lay. After 1939 he joined two more armies—the French and then the American—to fight fascism. In both cases, he did so as a foreigner. And yet the life of a soldier meant submitting to the numbing rules and bureaucracy of mass organization. More to his liking was the collaboration with the American journalist, Varian Fry, in an operation in Marseilles that rescued hundreds of refugees from Europe, including Marc Chagall, Max Ernst, André Breton, and Hannah Arendt. Here was a stealthy form of struggle that appealed much more to Hirschman’s temperament—that is, until Vichy police chased him across the Pyrenees.


It is easy to forget that there was a time in which the life of the mind was not so severed from engagement in the world. For much of Hirschman’s life, the making of an intellectual did not always imply the making of an academic. Indeed, by the time he got his first real position as an economist, Hirschman was not working for a university at all, but for the Federal Reserve Board in Washington on the Marshall Plan and European reconstruction. Moreover, he was no longer a single man. After fleeing Europe, he made his way to Berkeley, California. There, he met his wife, Sarah Chapiro, the daughter of Russian émigrés who raised her in Paris before, sensing the dawn of war, they migrated to the United States. Albert and Sarah would have two daughters and make the US capital their home. That is, until the reactionary paranoia of the McCarthyite purging of the American civil service drove him once more to cross borders in search of safer settings—and if possible, adventure. In 1952 he moved to Colombia with his wife and two daughters.


Thus began Hirschman’s Latin Americanization and with it his reinvention. Some basic traits of his style were by then becoming clear. He was no orthodox thinker. He defied categorization. And when times were bleak, it was all the more important to think differently about the source of the problem and potential remedies. But it was the encounter with the challenges of capitalist development and democracy in Latin America that brought his imagination into relief. In Colombia he worked not in an ivory tower but as a consultant, helping to tackle everyday problems of investment in irrigation schemes and housing projects. From his years working and observing in the field came the publications that would remake his career—and catapult him, at middle age, into the citadels of American higher education, to Yale, Columbia, Harvard, and finally to the Institute for Advanced Study in Princeton.


Encounters in Latin America fueled a quarter century of groundbreaking work, from Strategy of Economic Development (1958) and Journeys Toward Progress (1963), to his overlooked but brilliant essay Getting Ahead Collectively (1983). Charting Hirschman’s work is like tracing the enchantments and disenchantments of how we think about development as voiced by the planners, World Bankers, engineers, and grassroots activists, practitioners of the art of making progress. It was up to the economist, he felt, to “sing the epic” of the labors of those who worked in the fields of development. Not surprisingly, among the aphorisms he enjoyed most was Camus’s likening of the struggle for social change as “a long confrontation between man and a situation.” This was always a more appealing approach than the mindless overconfidence in the solvability of all problems or its twin, the fatalism that nothing can be changed willfully at all.


There is a motif worth noting in Hirschman’s narrative style: the delicate equilibrium between impassioned observation and critical involvement. Here was knowledge aimed at changing understandings of the world. The readerly experience of a Hirschman book or essay was intended to be one that destabilized the common sensical and the orthodox. Whether he was dealing with the gurus of balanced growth in the 1960s or the Milton Friedmanite zealots of the 1980s, Hirschman’s purpose was to challenge closed certainties—pointing out, as he does in an essay included in this volume, that searching for the right paradigm can often get in the way of basic understanding. This was an affliction not just of writers on the Right but equally a feature of those on the Left. It is often forgotten that in his famous book exposing the wordplay of what we now call “neo-liberal” apostles in Rhetoric of Reaction (1991), one chapter was devoted to progressive forms of intransigence. The essay that gave rise to that influential book, published in the Atlantic Monthly, is also included here.


What made Hirschman so original was that he emerged from the margins of the university and so was never truly of the university. This freed him to cross boundaries with great abandon. But faculty meetings and the rituals of academic life bored him to tears.


And yet it was for intellectuals that he above all wrote, and it was in his essays that one hears this voice most clearly. One might say that intellectuals were both the subjects and audience of his work. In discovering that a major factor in development was the way in which intellectuals imagined the possibilities for progress, Hirschman insisted that how we understand the world affects how we might change it; intellectuals have a critical role in the business of creating fields of meaning. In the 1960s he urged Latin American thinkers to get over their trenchant pessimism. He did the same for American social thought in the 1980s. In between, he would write a luminescent essay about the history of thinking about capitalism, The Passions and the Interests: Political Arguments for Capitalism before Its Triumph (1977) precisely to show that the experience of the marketplace was affected by the words and quarrels invented and conducted by writers, with enormous consequences for policies. This was followed by a remarkable series of essays on rival views of the market (the best of which are also included here) that insisted that there were alternative ways of thinking about economics and politics, ways that were more humane, more creative—and ultimately more liberating than the schema produced by the calloused defenders and critics of capitalism.


As he put it in the last line of The Passions and the Interests, it may be in the history of ideas that we can find clues to raise the level of the debate. Few left more clues behind him for precisely this purpose than Hirschman. It would be hard to imagine a better time to elevate the debate than now. The essays in this volume, indeed this whole volume, are dedicated to this purpose.


 


1 Albert O. Hirschman to Ursula Hirschmann, 23/3/66, Personal Papers of Albert O. Hirschman, in possession of Katia Salomon.


2 “The Economics of Development Planning,” Institute on ICA Development Programming, 5/15/59, Strategy Papers. Archives of Albert O. Hirschman, Seeley Mudd Library, Princeton University (hereafter AOHP). This would later appear as the preface to the 1961 paperback edition.


3 “Conversation with Clifford Geertz and Albert Hirschman on ‘The Hungry, Crowded, Competitive World.’” Box 10, f. 3, AOHP.
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POLITICAL ECONOMICS AND POSSIBILISM


The United Nations dubbed the 1960s the “development decade.” As those ten years drew to a close, however, there was more skepticism, more doubt, and more pessimism about the prospects for social change in the Third World. In that context, Albert O. Hirschman gathered together a collection of his essays on development and, to defy the tenor of the times, called it A Bias for Hope: Essays on Development in Latin America. In fact, the essays were much more than about either Latin America or about development. His introduction in particular, “Political Economics and Possibilism,” was not just aimed at doomsayers, but also to those who presumed that economic and political forces were separable. Instead, he pointed to the importance of the interplay between the two: not just economic theories of politics, nor simply political dimensions of economic phenomena, but interactions between two fields that opened up spaces for alternatives. He urged more flexibility and realism and less reliance on general laws to explain social phenomena. Freedom and creativity—in short, “a passion for the possible”—were his watchwords.


—Jeremy Adelman


IN REFLECTING ON THE ESSAYS brought together in this volume I noted two principal common characteristics. In the first place, I frequently encounter and stress the political dimensions of economic phenomena just as I like to think in terms of development sequences in which economic and political forces interact. This focus seems to come almost naturally to me in connection with any problem I happen to be attacking and the first part of this introductory essay is an attempt at identifying the central concepts that underlie this “decentralized” activity of building bridges between economics and politics.


Another pervasive characteristic of the writings here assembled is a preoccupation with processes of social change. Understanding social change is obviously not something that can “come naturally” to anyone; one can only grope for it. Consequently the second part of this essay inquires into the nature of my own gropings.1 It is necessarily more speculative—and, mercifully, much shorter—than the first part.


Economics and Politics


If demand generated its own supply in the social sciences as it is supposed to do in the marketplace, there would exist by now a number of intellectually satisfying and empirically tested models of the social system based on the intimate interactions and interdependence of economic and political factors. In fact, of course, nothing of the sort is anywhere in sight. Economists continue to identify scientific progress with the elimination of “exogenous” forces from their constructs, while political scientists are similarly most at ease when they have explained political events by appealing to purely political categories.2 Where the linkage between political and economic forces is too obvious to be disregarded, both categories of scholars have held to the most primitive linkage models in which typically a phenomenon belonging to the “foreign” discipline is introduced as some sort of prerequisite—and can then promptly be forgotten as purely “domestic” or endogenous forces take over. Insofar as economists are concerned, this practice goes back to Adam Smith’s dictum that “little else is requisite to carry a state to the highest degree of opulence from the lowest barbarism, but peace, easy taxes, and a tolerable administration of justice.” Political scientists, from Montesquieu and Rousseau to Hayek and Holt-Turner, have similarly looked for some unique and permanent economic characteristic—a certain level and distribution of welfare, or a certain organization of economic life—which makes the emergence of some type of political organization possible, probable, or even inevitable. Once again, no allowance is made in such theories for any continuing interplay between economic and political factors.


How is it possible to overcome the parochial pride of economists and political scientists in the autonomy of their respective disciplines and to go beyond the primitivism of the briefly noted efforts at linking them? Rather than issue another clarion call for an integrated social science, I find it more useful to survey the building blocks that have already been assembled, however inadequate they may be for the construction of an imposing or systematic structure. As just noted, I have frequently turned up some mini-building-blocks of the sort, and a classification and evaluation of these finds may be helpful in bringing a more systematic search underway. The following survey will therefore be largely intro- and retrospective, but I shall make an effort both to note contributions of other writers and to introduce some new points.


Economic Theories of Politics


A first distinction that is not always clearly made is that between economic theories of politics and theories of political economics (or, better perhaps, theories of economics-cum-politics). The former term has come into use to designate the increasingly numerous and important contributions to political science that have been made, mostly by economists, through the application to political phenomena of modes of reasoning and analytical tools originally developed within economics. The logic of allocation of scarce resources among competing ends, of input-output relationships, and of decision making under uncertainty, to name just a few, should obviously be able to elucidate a great many areas of social and political life other than the strictly economic ones for which that logic was originally devised. Some of the better known efforts of this kind are the Economic Theory of Democracy by Anthony Downs and The Logic of Collective Action by Mancur Olson.3 An example in the present book is the note on the “stability of neutralism” (chap. 9) where I use the apparatus in indifference and transformation curves to explain the behavior of an underdeveloped country that can choose between two aid givers and wishes both to receive aid and to maintain its independence.


Two general points can be made about these writings. First, while they may throw much new light on politics, they do not normally deal, nor do they set out to deal, with the interaction between politics and economics.4 Secondly, there are serious pitfalls in any transfer of analytical tools and modes of reasoning developed within one discipline to another. As the economist, swollen with pride over the comparative rigor of his discipline, sets out to bring the light to his heathen colleagues in the other social sciences, he is likely to overlook some crucial distinguishing feature of the newly invaded terrain which makes his concepts and apparatus rather less applicable and illuminating than he is wont to think. As I argue for imported ideologies, the distance between reality and intellectual schema is here likely to be both wider and more difficult to detect than was the case as long as the scheme stayed “at home.”5


For example, Downs’s assumption that parties are uniquely motivated to maximize votes is several notches more unrealistic than the one that entrepreneurs are profit maximizers; the resulting theory is therefore likely to be contradicted by the facts with special vehemence, as I have recently shown.6


In the case of my own study on neutralism, I became aware that the ease with which the apparatus of indifference and transformation curves could be transferred from the realm of economics to those of international relations and aid giving was deceptive: in the process, the independence of the indifference map from the production-possibility schedule, so important for the determinateness and normative significance of equilibrium, was largely lost.


The theory of public goods supplies a third example of the care that must be taken when economic concepts are transferred to the realm of politics. It is particularly striking and instructive, and I shall deal with it at somewhat greater length. One of the principal points made by the theory is that the true demand for public goods cannot be ascertained in the market or even by survey methods7: since the availability of public goods to an individual consumer is by definition not depleted through consumption on the part of others, each consumer is likely to understate his true preference for the public good as he hopes that others will be willing to pay for all of the supply he wishes to secure; in this manner he would get a “free ride.” The free rider problem has thus become a principal focus of the theory and its existence provides the basic justification for the provision of public goods by the government (and for financing through taxes).


This is all very acute and pertinent with respect to the supply of a wide variety of public services under modern conditions. Yet, if taken in the widest possible context, public goods include not only police protection, parks, and similar amenities, but public policies that are felt as right and perhaps even gratifying by large groups of citizens. Such policies could even be considered as specially pure public goods since they can be enjoyed by all citizens at the same time, whereas the capacity of parks, police protection, and the like is necessarily limited so that at some point of mass use, their consumption becomes “rival,” as is always the case for private goods. Now the “production” of these public policies often requires an effort of advocacy, lobbying, and agitation on the part of the citizens, and here the free rider problem raises its head again: in normal times, with many other needs and interests claiming his time and energy, the average citizen will tend to “let George do it” even though he may be mildly or even strongly interested in the outcome. But the times, like the weather, are seldom wholly normal; on quite a few occasions, lately, they have been abnormal and “a-changin’,” and astoundingly large numbers of citizens, far from attempting to get a free ride, have been taking to the streets, to the nation’s capital, or to other places where they expect to exert some influence for change. In this connection, it is interesting to note that while economists keep on worrying about the free rider problem, political scientists have become increasingly concerned about the “participation explosion.” The latter phenomenon is clearly the obverse of the former: in many cases the individual citizen will insist on being present in a march or demonstration, on participating in a letter-writing campaign, and perhaps even on contributing to an election campaign, although his marginal contribution to the “production” of the public policy he desires to bring about may be close to zero (if not negative at times). To justify his participation in this case, he will perhaps exaggerate to himself the likely importance of his contribution; vis-à-vis others, he may well overstate his “true” preference for the public good in question and will certainly not understate it as he is supposed to according to the theory.


Why would he act in so strange a way? Because he senses his participation not as a cost, but as a benefit, because participation in a movement to bring about a desirable public policy is (and, unfortunately, may be for a long time) the next best thing to actually having that policy. The sudden, historically so decisive outbursts of popular energies must be explained by precisely this change in sign, by the turning of what is normally sensed as a cost that is to be shirked into a benefit, a rewarding experience, and a “happiness of pursuit” in which one simply must share. The possibility of this mutation is fundamental for the understanding of political change and leadership; for achieving change often requires such a mutation and a leader is he who knows how to effect it. Yet the concept of costs turning into benefits is difficult to grasp for the economist trying to reason about “the logic of collective action” by applying tools essentially grounded in the analysis of the market economy.8 To find someone who knew all about these matters one must go back to Rousseau, who wrote, in The Social Contract (bk. 3, chap. 15): “In a truly free country, the citizens … far from paying to be exempted from their duties, would pay for the privilege of being allowed to fulfill these duties themselves.”9


One might suggest, then, that economists setting out to elucidate political problems by wielding nothing but their own tools are likely to stumble. Fortunately, their very stumbles can turn out to be illuminating.


Political Dimensions of Economic Phenomena


In proceeding now from economic theories of politics to political economy (or political economics, or politics-cum-economics) proper, I shall stay away, for the time being, from any semblance of a general theory; rather I shall bring together numerous partial observations with the intent of learning something about the nature and structure of the interrelationship between economics and politics.


The observations I wish to relate here can be characterized as political dimensions (or side effects) of economic phenomena. That such dimensions and side effects exist is of course no great discovery. The trouble is that the search for them has been undertaken primarily by sociologists or political scientists who have naturally focused on the most obvious, large-scale features of the economic landscape, such as economic wealth, growth, industrialization, inflation, mass unemployment, and so on. The effects of such economic macrofeatures or -events on politics are either evident and hence uninteresting, or are so complex and depend on so many other variables as to be unpredictable and inconclusive. It is for example not a very fascinating discovery that private wealth can often be translated into political power and vice versa; or that a government’s public support will ordinarily be eroded by accelerated inflation or mass unemployment. On the other hand, the effect of economic growth and industrialization on, say, political stability in an underdeveloped country is quite unfathomable in the absence of detailed information about economic, social, and political conditions.


Speculation about connections between economics and politics becomes much more profitable when one focuses not on the roughest outline, but on the finer features of the economic landscape. This can of course best be done by the economist who knows about them; the trouble is that his professional interests do not ordinarily lie in this direction. At the same time, the political scientist who has the motivation to look for such connections lacks the familiarity with economic concepts and relationships that is required. Hence the field is happily left to a few mavericks like myself.


My first discovery of the “finer” kind I am talking about was made almost thirty years ago when I was examining the ways in which a country can acquire political influence through its foreign trade. It occurred to me that there is a straightforward connection between the old established economic concept of the gain from trade which country B achieves by trading with A and the influence which A can exert in B as long as the trade is foreign and is therefore subject to interruption or termination at A’s will. The entire theory of the gain from trade and of its distribution became therefore relevant for an understanding of the influence and power relationships that arise out of trade.10


A very similar exploration of the political implications of an old established economic concept is undertaken in my most recent book. There it is shown that the famous “consumer surplus” measures not only the consumer’s gain from being able to buy a product at competitive market prices, rather than at prices set by a discriminating monopolist, but also the consumer’s readiness to react strongly through either “exit” or “voice” should the quality of the product deteriorate. To the extent that voice is chosen, the size of the consumer surplus can be directly related to political action which consumers are liable to engage in to resist and fight deterioration.


Or let us turn to the economic theory of customs unions. For over twenty years now, the analysis of the static economic effects of such unions has been based on the distinction, first suggested by Jacob Viner, between trade creation and trade diversion. It was shown that the trade-creating effects of a customs union had to outweigh the trade-diverting ones for the union to make a positive contribution to the efficient use of world resources. The distinction between trade creation and trade diversion is certainly not one of the more difficult ones in economics. Nevertheless, I have yet to see a political analysis of customs unions which would take advantage of the considerable value of that distinction for an appraisal of the political forces favoring or opposing a union. As a first approximation, it could be said that the political chances of the formation of a union are the exact obverse of its economic effects: the larger the trade-creating effects, that is, the greater the need to reallocate resources in the wake of tariff abolition, the greater will be the resistance to the union among the producer interests of the potential participating countries. On the other hand, trade-diverting effects imply that producers of the member countries will be able to snatch business from their competitors in nonmember countries: the trade-diverting effects will therefore be highly popular with them and will provide a needed cement of interest group advocacy for the union. In the appraisal of the political appeal and feasibility of customs unions, trade creation and trade diversion thus turn out to be extremely useful categories; but the signs which they must be given there are opposite to the ones they carry in the economist’s analysis of the welfare effects of customs unions.


Other dichotomies which have long been used by economists can be similarly made to yield considerable food for political thought and analysis. Attempts in this direction are made in chapter 11 with the distinction between portfolio and direct investment and in chapter 10 with that between project and program aid.11 In the latter respect, it is pointed out that a form of aid giving such as program aid which seemed far more rational to the economist than project aid carried severe political side effects and liabilities. These are now widely recognized, but escaped detection, not only at the time when program aid was first proposed, but for a considerable period thereafter.12


Hidden political implications thus exist for some theoretical economic concepts, such as gain from trade and consumer surplus, and for categories originally devised for analyzing, from the economic point of view, such institutions as customs unions, international investment, or foreign aid. Further examples can be drawn from economic history. Here again it normally takes an economist or an economic historian to do the job of uncovering the political implications.13 For the latter arise out of the characteristic detail of economic events. This is the case, for example, for the pattern of industrialization among twentieth-century latecomers: the early stages of their industrialization are largely concerned with the production of finished consumer goods on the basis of imported machinery and intermediate goods; also, during a prolonged period, this production takes place entirely for the domestic market, to substitute previously imported commodities, with no thought of exporting. In chapter 3 it is shown that such observations on the specific differential nature of industrialization can explain much about the frequently noted lack of political assertiveness and power of the industrial bourgeoisie in the developing countries, particularly in Latin America.


When one focuses on primary production and its history in these countries, purely technical economic characteristics also turn out to be politically relevant. The wide fluctuations of coffee prices are a good example. These fluctuations have long been explained by the large number of producers, by the five-year interval between planting and full bearing of the coffee tree which means that even a strong response of producers to price changes has little immediate effect on supply, and by the tendency of the tree to yield a bumper crop at irregular intervals. But these very economic and botanical characteristics also account for the tendency of coffee growers to join together as a powerful interest group which will exert pressures on the state to undertake price support schemes in times of distress. In response to these pressures, the state can then be led to assume responsibilities with respect to the formulation and direction of national economic policy at a relatively early stage.


The low price elasticity of short-run supply characteristic of coffee has interesting further consequences for public policy making. Once the coffee-growing country becomes ripe for industrialization, that characteristic makes it possible for the state to finance the needed infrastructure and to subsidize the nascent industries by a policy of squeezing the coffee sector by direct or indirect taxation. Such a policy would be far less successful if the to-be-squeezed primary product had a higher price elasticity of short-run supply, as is for example the case for cattle or wheat. In that case the policy might soon “kill the goose that lays the golden eggs,” a phrase that has often been used to describe the ill-fated attempts of Perón to push industrialization in postwar Argentina at the expense of the agricultural sector. With respect to coffee, however, there appears the possibility of a truly dialectical sequence: first, the special production and market characteristics of coffee make for the formation of a strong pressure group of coffee growers which pushes the state into assuming responsibilities for interference with market forces. As a result, the state becomes aware of its capabilities and duties as the maker of national economic policy for development. At a later stage of growth, such a policy will require that income be redistributed away from the coffee growers and toward other sectors which need to be nurtured. And this redistribution can then be carried out with success because of the very characteristics of coffee that originally made for the vigorous and successful pressures of the coffee planters on the state.


It was necessary to show at some length the way in which political forces and relationships grow right out of specific economic situations and characteristics. For through the variety of instances surveyed, I hope to have established a double proposition. On the one hand, it appears that the number of connections between economics and politics is limited only by the ability of social scientists to detect them. On the other hand, it seems quite unlikely that there exists somewhere a master key which would bring into view the usually hidden political dimensions of economic relationships or characteristics in some more or less automatic or systematic manner. Each time, it seems to be a matter of a specific ad hoc discovery; at the same time, he who makes such a discovery increases his chances of making yet another one. For what is required is a certain turn of mind, the desire to speculate and to search in a certain direction, rather than the application of any infallible and objective technique. At most, our examples point to some practical hints or heuristic devices which might help the researcher to “catch” these elusive connections. One such device is the notion of “blessing in disguise” (or mixed blessing, i.e. curse in disguise) with which I have long been taken.14 Frequently (but by no means unfailingly) it appears that the political dimensions takes the sign opposite to the one that attaches to the economic concept or characteristic. For example, the “gain from trade” measures also the opportunity for domination. In the same vein, the sluggish response of coffee supply to price changes and, in general, a deficient “ability to transform” which would normally be considered unfortunate characteristics by economists, turn out to be advantageous for the development of the coffee-producing country’s political (and industrial) capabilities. This sort of compensatory relationship is now familiar to everyone because of the manifold noxious side effects of technical progress that have come into view. But situations in which the political side effects of economic events do not at all exhibit this contrapuntal character certainly cannot be ruled out—what has been said about late industrialization is a case in point. Here we have rather an example of a cumulative sequence à la Myrdal where an intrinsically none-too-favorable economic event—delayed industrialization—has further adverse political consequences. The notion of cumulative disequilibrium can indeed serve as another heuristic device. But there are good reasons to think that the connections between economics and politics which result from the use of this device are comparatively easy to find; therefore they are apt to be less interesting and have probably been overemphasized in what there exists of political economics today.15


In view of the large number of political implications of economic concepts which the politically inclined economist can uncover, I have little doubt that a similarly long list could be manufactured by the political scientist who would focus, to start with, on some political characteristic or event and would then draw attention to its economic side effects. Unfortunately, the inclination to explore such lines of causation seems to be just as weak among political scientists as it is unusual for economists to be interested in the reverse nexus. As an amateur political scientist, I shall give just one example of the potential fruitfulness of political economy speculations that would have their starting point in politics rather than in economics. One important political characteristic of some Third World societies, particularly in Africa and Asia, is the number and seriousness of cleavages along linguistic, religious, and racial-tribal lines. In comparison to Nigeria or Pakistan, countries like Colombia or even Brazil (not to speak of modern England or France) look remarkably unitary and homogeneous. Besides its many consequences for politics, the existence of such cleavages has profound implications for the appropriate strategy of economic development. For example, in countries affected by such cleavages the tolerance for income inequalities arising in the wake of development is likely to be much smaller than it is in more unitary countries. Hence, in the former, a capitalist strategy will be particularly hazardous, and may well either be abortive or lead the country straight into civil war. This is a vast topic which can only be touched upon here; it serves, however, to point up the important contribution that political scientists could make to the body of knowledge we are looking for.


Interaction between Economics and Politics


The line of inquiry outlined in the preceding section has intrinsic value since it permits political factors to permeate economic analysis and vice versa; it can also furnish important elements for a systematic economics-cum-politics. Without the prior accumulation of a large number of such elements, any call for a more integrated social science is bound to be futile. We even came close to describing a particular form of mutual interaction between economic and political forces in discussing the political consequences of high fluctuations in coffee prices. I probably derive special pleasure from the almost chance encounters with politics of the last section in much the same way in which I prefer the sudden, unexpected view of the main piazza one comes upon in a medieval city to the elaborate panoramic layout of later periods more given to “rational, comprehensive planning.” Nevertheless, I shall now make a brief attempt to examine head-on the possible outline of general models in which economic and political forces would both be treated as endogenous variables.


Long acquired habits of thought interpose enormous obstacles to such an enterprise. The idea of a self-regulating economic system (erected on the basis of some political prerequisite such as law and order, but otherwise perfectly self-sustained) has retained a considerable grip on the economist’s imagination; it has in fact been bolstered in recent years by the confection of similarly self-regulating equilibrium growth models. In such constructs, political factors and forces are wholly absent; if they play any role at all it is that of spoilers. Examples of the latter situation come easily to mind. The imposition of a price ceiling in the wake of political pressures feeding on temporary shortages and price rises makes the shortages more serious and protracted than they would be otherwise. Nationalist agitation leads to the imposition of a tariff, and a loss of welfare is the regrettable result. Lately it has been argued that the loss may not be regrettable, that the willingness to bear the loss may be explained and perhaps justified by a “taste” for economic nationalism; but since it is understood that such a taste is exceedingly odd and unenlightened this condescending “empathy” hardly changes the substance of the more old-fashioned—and more forthright—argument. The view of political factors as spoilers is bolstered by the many tales of how “controls beget more controls,” how a simple political interference with economic forces will eventually make the whole system bog down in a maze of official regulations, corruption, and “perverse incentives.” Clearly the construction of a model of interaction of economic and political forces will not come easily to those who have been brought up to believe that the admission of politically motivated actors into the economic arena amounts to a pact with the devil.


But economists are not alone in casting political forces in the role of spoilers. The inconclusive discussion on the relation between economic growth and political stability is instructive in this regard. The conjecture that economic growth would lead to the lowering of political tensions and to greater cohesiveness has been increasingly disputed by those who hold that growth tends to have destabilizing political effects. On the basis of the latter view it is then of some (but hardly overwhelming) interest to construct an economics-cum-politics replica of the economic demographer’s “low-level-equilibrium trap”: first there is economic growth, then this growth leads to adverse political developments which in turn cause economic decline so that economy and society revert to the low level from which they started out.


Such models in which economic growth either dispels or generates political storm clouds are really quite primitive. It is odd that they should have been taken so seriously and tested so doggedly when all the while a much superior construct was available: the Marxian concept of the historical process which rests on a far more realistic, if more complex, interaction between economic and political factors. If one replaces—and this does not do undue violence to Marx’s thought—his “productive forces” and “relations of production” by economic and political factors, respectively, the representation of this process is somewhat as follows: at any one historical stage, the economy functions within a given political and institutional framework; on the basis of and owing to this framework, economic forces left to themselves can achieve some forward movement, but beyond a certain point further development becomes more difficult and eventually is held back by the unchanging political framework which from a spur to progress turns into a “fetter”; at that point, political-institutional change is not only necessary to permit further advances, but is also highly likely to occur, because economic development will have generated some powerful social group with a vital stake in the needed changes.


For the economist, this vision has actually a pleasantly familiar look. It reminds him of one of the basic paradigms of his own science, namely the law of diminishing returns. It is strange that the close resemblance of this law to the Marxian concept of historical change should have been overlooked. Generations of economists have been taught that the output of any productive process will increase at a decreasing rate if the quantity of one cooperating factor of production is kept constant while that of the others is increased. Marx essentially affirmed the same relationship: the fixed factor of production causing decreasing returns was for him any given political and institutional order. In Marx’s thought, this order is not subject to small incremental changes and improvements. Hence, the need for revolutionary change.


I was not aware how close I was to this generalized Marxian model of interaction between economic and political forces when I wrote in The Strategy of Economic Development that “nonmarket (i.e. political) forces are not necessarily less automatic than market forces”16 and showed repeatedly how such forces are likely to arise when market mechanisms by themselves would cause shortages of social overhead capital, or would lead to regional imbalances or to other types of disequilibria which required—and were likely to entrain—the intervention of political action. Why did I fail to make the connection between one of my principal theses and Marxism? Largely, I think, because I rediscovered the possible alternation of economic and political forces in propelling societies forward in the context of processes that take place on a small scale as compared to the huge canvas on which Marx painted. But much of the fruitfulness of the Marxian scheme may well lie in applying it to slices of reality rather smaller than was intended by the master.


In any event, this is what I have been doing. An example is a description of import-substituting industrialization: in combination with import controls, the existence of an overvalued exchange rate is shown to be at first a considerable help in getting the process underway in a certain political environment, but it eventually turns into a hindrance to further industrial development because it holds back both the expansion of capital goods manufacture and the achievement of a substantial volume of industrial exports. I also identify interest groups and political forces that are likely to advocate ever more powerfully the needed institutional changes.


A number of points can be made about such transpositions of the Marxian scheme to smaller-scale processes of economic-political development. In the first place, the political and institutional changes that are needed in any one of these sequences are less likely to be revolutionary than in those that interested Marx. Clearly, passing from a highly overvalued exchange rate to a slightly undervalued one is less likely to require a revolution than the transition from the capitalist to the socialist mode of production. Nevertheless, even such comparatively minor changes in institutional structure require discontinuous decisions which are often difficult and replete with political struggles and risks.


Another way in which the Marxian scheme can be usefully varied is by examining more closely the nature of political change that is supposed to resolve “contradictions” which have arisen in the preceding phase. Marx thought here in terms of revolutions that sweep away all of the institutions of whatever ancien régime needs to be done away with, and that then set up sociopolitical conditions ideal for the vigorous and unhampered unfolding of the “productive forces” during a prolonged period until such time as a new batch of contradictions emerges. Most of the time, historical reality is, of course, far less neat: sociopolitical change entrained by the contradictions is often partial, grudging, and with a lot of unfinished business left behind, so that the need for further change makes itself felt once again in fairly short order. The frequently fragmentary character of political-institutional change thus explains why the Marxian scheme is found to be so surprisingly useful on a far smaller historical scale than that for which it was conceived. This reasoning also suggests that the amplitude, length, and frequency of the interaction cycles will vary considerably over time and from country to country. One element in this variation could be the freedom different countries have to undertake large-scale political change. Untrammeled in this respect, the hegemonic powers will often go in for all-inclusive, apocalyptic, and cathartic crises that will be widely spaced in time, thereby conforming rather closely to the Marxian vision. Dependent countries, on the other hand, are kept from having their revolutions or their civil wars by some hegemonic power standing watch over them, always ready to dispatch armies or economic advisers commissioned to forestall a real crisis;17 they must therefore introduce political change in a more stealthy and imperfect fashion18 and are likely to exhibit more numerous interaction cycles that will revolve rapidly, so that the “next” required measure of public policy is never very far away. This is one reason why many observers of the reality of the dependent countries have found it so utterly indispensable to think systematically about the interaction of economics and politics.


A real advantage of visualizing growth processes in the manner previously outlined lies in the greater flexibility and realism with which it becomes possible to appraise economic policies and developments. No longer will one condemn any policy that is not immediately directed toward establishing the ideal tax or exchange rate system, or the most advanced agrarian reform legislation. Rather, the observer and policy maker will think in terms of sequences in the course of which a forward step in one direction will induce others, perhaps after a period of “decreasing returns” and political-action-inducing disequilibria. It is not just a matter of “[moving] the economy wherever it can be moved”;19 on the contrary, while there will be less need for trenchant statements about uniquely correct policies and absolute priorities, the policy maker will often have to engage in difficult speculations about what I called “efficient sequences” in the Strategy of Economic Development: from among the various directions in which it is possible to move, he will have to form a judgment about the one that is most likely to achieve eventually certain objectives which are not within the direct reach of policy making. It is perhaps of interest to note here that the “pure economist” who refuses ever to think in terms of certain second-best policies which, via consequential political changes, could lead indirectly to the achievement of a desired objective, has a counterpart in the revolutionary who asks for the needed political changes right away, as an absolute prerequisite to any forward movement: neither seems ever to think in terms of economics-cum-politics (or politics-post-economics) sequences.


The most difficult and critical problem in thinking about such sequences is an appraisal of the likelihood that the needed political changes will actually take place once the phase of decreasing returns to economic forces acting alone has set in or, in Marxian terms, once the productive forces have entered into sharp contradiction with the relations of production. Reflecting on the role of the bourgeoisie in the French Revolution, Marx thought he had solved the problem, insofar as the societies he analyzed were concerned, by identifying the industrial proletariat as the force that would have both the will and the power to make the socialist revolution. While in this respect his vision has turned out to be faulty, the kind of search he engaged in remains an essential part of the enterprise I am advocating here for smaller-scale sequences. There was never an intention on my part to assert that any sort of imbalance would be automatically corrected. Nor is it a question of the right size of the imbalance. The Toynbeean notion of a proper response arising directly from the challenge (provided only it is of the right size) is entirely foreign to my thinking.20 Whenever I noted the phenomenon of economic forces alone leading to an imbalance or otherwise tension-laden or unsatisfactory state of affairs which needs to be corrected by political action, I have tried to locate specific “agents of change” which, much like Marx’s industrial proletariat, would have the motivation and power to bring about that action.


Here is one example of this type of concrete search: after describing the economic forces which could make for increasing interregional disequilibrium in the course of a country’s economic development, I pointed out that political counterforces might arise from the fact that “the poorer sections of the country, where careers in industry and trade are not promising, often produce, for that very reason, a majority of the country’s successful politicians and thereby acquire influential spokesmen in the councils of government.”21 Similarly, in the treatment of import-substituting industrialization (chap. 3) I engage in a determined search for forces that might counteract the tendency of industrialization to bog down after the “easiest” import substitution opportunities in the last stages of production have become exhausted.


It is nevertheless tempting to inquire whether there are any general reasons to expect political actions to be forthcoming in the situations that have been described. A very general model could be derived from the observation that many actors in a society can choose, at any one point of time, to engage either in economic or in political action. It has often been noted that an industrialist, for example, has the option of spending most of his time and energy either on improving the efficiency of his production and sales organization or on lobbying in the nation’s capital for special tariff protection or other legislation favoring his firm and industry. Disregarding the adverse value judgment that attaches in this example to political action, we may bring this sort of option into contact with the tendency of economic growth to run into decreasing returns when it proceeds within an unchanging institutional framework. Surely, the decreasing returns will somehow impress themselves on the consciousness of the individual economic-political actors. Once they notice that the marginal productivity of economic action is diminishing in comparison to the prospective marginal productivity of political action, there will be a tendency on their part to substitute political for economic action. Hence, it is likely that an effort to carry out the needed political changes will actually be undertaken.


This very general reasoning by no means dispenses the social scientist from engaging in a detailed search for specific “agents” or “carriers” of change. But it is useful in permitting him to get away from one feature of the Marxian system which is still very much on the—conscious or unconscious—mind of numerous contemporary writers: the obsessive search for the vanguard or spearhead of the revolution, for the one or at least the principal class or homogeneous group that can be counted on to overthrow the existing order or to effect needed changes. The model just sketched makes it quite plausible that the “decreasing returns” phenomenon will impress itself on the consciousness of a wide variety of groups and individuals; if political change comes, then, it may well result from the combined efforts of many parties rather than from the exertions of a single group. I believe that thinking about the likelihood and strategy of currently needed social and political change, in the United States and elsewhere, would considerably gain in realism if it could free itself of the notion that such change is impossible without the discovery of a single, homogeneous vanguard group.22


Misperception and Interaction


In the preceding treatment the emergence of “contradictions” or of “decreasing returns” has retained rather an aprioristic character. The notion has been made plausible to the economist by equating any given political framework with the existence of a factor of production in fixed supply, but I will admit that the analogy need not be wholly compelling.


Is it possible to provide a more solid foundation for the assertion that “economic forces acting alone” need to be relayed at periodic intervals by political-institutional changes? Perhaps there is really no need for an elaborate justification of this point, for it is overwhelmingly unlikely that any institutions devised by human minds will be able to accommodate indefinitely and efficiently any new economic and technological change that happens to come along. The specific reasons for which existing sociopolitical institutions are inadequate in dealing with newly arising economic forces are likely to be vastly different from one case to another, but the emergence of some such inadequacy would appear to be a remarkably safe bet. I shall nevertheless attempt to go a little farther and conclude this part of the introductory essay by pointing to one particular (and perhaps particularly interesting) class of economic-political sequences.


In market economies, the intervention of government through taxes, subsidies, and direct provision of goods and services has ordinarily been justified for cases of “market failure,” the most typical of which is the presence of monopoly or of external economies and diseconomies. Government action in the economic field is thus conceived as a corrective and complement of private action. The picture that emerges from this way of looking at things is that, little by little, all the areas in which the market tends to fail will be ferreted out, and the best possible mix of market and nonmarket decision making will be approached and permanently established.


This “asymptotic” conception of the state’s role is unsatisfactory because it leaves unexplained the continuous seesaw action between market and nonmarket forces which has in fact been taking place in all market economies. One way of accounting for the seesaw may be found in the notion that economic decision makers are frequently subject to misperceptions of newly emerging opportunities. Along such lines I have argued that opportunities in underdeveloped regions tend to be seriously underrated by private investors at some stage of their country’s development; similarly, at some other stage, the need for continued reliance on capital from abroad will be overrated. In both cases, perception lags behind reality: the economy of the underdeveloped region and the capacity to raise industrial capital domestically have grown, but institutional inertia and past habit make it hard to take advantage of these changes or even to notice them. Decisive acts of public policy—such as the establishment of exceptional incentives for the underdeveloped region or a restrictive policy toward foreign investment—may then be necessary to acquaint economic operators with an emerging reality which they stubbornly ignore. In the case of the underdeveloped region, such acts are essentially designed to “change ingrained attitudes, both of self-deprecation within the region and of prejudices against it, its people, and resources in the rest of the country.”23


When public policy measures are motivated by this need to change perceptions, the possibility of an optimal, once-and-for-all corrective intervention disappears. Instead, there arises the perspective of a sequence of interactions between market and nonmarket forces. For policy measures correctly designed to change expectations and perceptions will no longer be optimal once they have accomplished the mission assigned to them. In the short run, policy measures will thus have to overshoot any long-run goal. To give an example: the incentives essentially needed if misperceiving entrepreneurs are to set up their first industrial ventures in an underdeveloped region are bound to be much stronger than those that need or should prevail once a broadly based industrial establishment has come into being and entrepreneurs have been thoroughly cured of their previous misperceptions. In contrast to market failures grounded in objectively existing externalities, the presence of misperceptions therefore creates the need for a series of properly spaced corrective moves, each one requiring of course its own constellation of political pressures, alliances, and other favorable circumstances.24


Moreover, the series is not necessarily convergent, for it is quite conceivable, and indeed likely, that new misperceptions arise at each successive stage. As a result, I am tempted to argue that the relentless search for permanently optimal policies and institutions which characterizes much of social science is often misdirected. In many situations, it may be possible to define optimality only with respect to the width and frequency of periodically needed reversals of policies and changes in institutions.


Let me again give an example from the area of international development policy. A discussion has long been raging about whether close contact by means of trade and capital flows with the advanced industrial countries is beneficial or harmful to the less developed countries. Some authors have been able to cite important static and dynamic, direct and indirect benefits that accrue to these countries from close contact. Others have shown that close contact had a number of exploitative, retarding, stunting, and corrupting effects on the underdeveloped countries and that spurts of development in the periphery have often been associated with periods of interruption of contact, such as world wars and depressions. To neither of these two warring parties has it apparently occurred that they may quite conceivably both be right. In order to maximize growth the developing countries could need an appropriate alternation of contact and insulation, of openness to the trade and capital of the developed countries, to be followed by a period of nationalism and withdrawnness. In the period of openness, crucial learning processes take place, but many are of the latent kind and remain unnoticed and misperceived. They come to fruition only once contact is interrupted or severely restricted: the previous misperceptions are then forcibly swept away. Thus both contact and insulation have essential roles to play, one after the other.


This conclusion upsets deeply rooted modes of thought. Everywhere, not only in relation to the international economic policy of the developing countries, social scientists are looking for optimal policies and states, and that generally means that they are looking for optimal combinations of desirable, but mutually antagonistic ingredients of such states. Thus we look for the correct combination not only of contact and insulation, but of central control and decentralized initiative, of moral and material incentives, of technical progress and social justice, and so on.


It is here suggested that we devote at least a portion of our time and efforts to understanding the possible usefulness of alternation and oscillation, as opposed to optimal combination.25 In the first place, it is possible, as in the case of contact and insulation, that certain patterns of alternation would yield results superior to the best that could be obtained by stable combination. Secondly, the focus on alternation would permit one to acquire a feeling for the right amplitudes of the many swings that do occur anyway in the real world. Finally, attention to these patterns of alternation would yield a special bonus from the point of view of this essay: it would reveal a good many sequences in which economics and politics relay each other repeatedly as principal actors.


A Passion for the Possible


The intensive practice of economics-cum-politics is no doubt a principal characteristic of the essays here collected. At the same time, however, these essays are pervaded by certain common feelings, beliefs, hopes, and convictions, and by the desire to persuade and to proselytize which such emotions usually inspire. I would not be true to the purpose of this introduction as proclaimed in the preface, if I did not make at least a brief attempt to talk also about these matters.


Most social scientists conceive it as their exclusive task to discover and stress regularities, stable relationships, and uniform sequences. This is obviously an essential search, one in which no thinking person can refrain from participating. But in the social sciences there is a special room for the opposite type of endeavor: to underline the multiplicity and creative disorder of the human adventure, to bring out the uniqueness of a certain occurrence, and to perceive an entirely new way of turning a historical corner.


The coexistence as equals of the two types of activities just outlined is characteristic of the social sciences. In the natural sciences the unexplained phenomenon and alertness to it are also of the greatest importance, but only as a means to an end, as the beginning of a new search for an improved general theory which would subsume the odd fact, thus overcoming its recalcitrance and destroying it in its uniqueness.26 In the social sciences, on the other hand, it is not at all clear which is means and which is end: true, most social scientists behave in this respect as if they were natural scientists; but they would be more surprised than the latter and, above all, considerably distraught if their search for general laws were crowned with total success. Quite possibly, then, all the successive theories and models in the social sciences, and the immense efforts that go into them, are motivated by the noble, if unconscious, desire to demonstrate the irreducibility of the social world to general laws! In no other way would it have been possible to affirm so conclusively the social world as the realm of freedom and creativity. But by now there surely is something to be said for pursuing this theme in a less roundabout fashion.


The importance of granting equal rights of citizenship in social science to the search for general laws and to the search for uniqueness appears particularly in the analysis of social change. One way of dealing with this phenomenon is to look for “laws of change” on the basis of our understanding of past historical sequences. But the possibility of encountering genuine novelty can never be ruled out—this is indeed one of the principal lessons of the past itself. And there is a special justification for the direct search for novelty, creativity, and uniqueness: without these attributes change, at least large-scale social change, may not be possible at all. For, in the first place, the powerful social forces opposed to change will be quite proficient at blocking off those paths of change that have already been trod.27 Secondly, revolutionaries or radical reformers are unlikely to generate the extraordinary social energy they need to achieve change unless they are exhilaratingly conscious of writing an entirely new page of human history.


I have of course not been disinterested in claiming equal rights for an approach to the social world that would stress the unique rather than the general, the unexpected rather than the expected, and the possible rather than the probable. For the fundamental bent of my writings has been to widen the limits of what is or is perceived to be possible, be it at the cost of lowering our ability, real or imaginary, to discern the probable.


The nature of these persistent widening attempts—or of what I shall call my “possibilism”28—varies with the public I am addressing. In putting together the essays of this volume, I found that I have been playing to two quite different galleries. The essays of part II criticize policies of the rich and powerful countries toward the developing countries and advocate substantial changes in those policies. In making my proposals, I refuse, on the one hand, to be “realistic” and to limit myself to strictly incremental changes. At the same time, however, these proposals are not presented as being so revolutionary or so utopian that they have no chance whatever to be adopted in the absence of prior total political change. On the contrary, I feel an obligation to make them in concrete institutional detail thereby deliberately creating the optical illusion that they could possibly be adopted tomorrow by men of good will.


This “naive” disregard of sociopolitical realities and of vested interests is precisely rooted in my possibilism: I propose fundamental changes in institutions such as international aid and investment, but I am not willing to prejudge categorically the extent, much less the modality, of the wider social and political transformations that may or may not be a prerequisite for such proposals ever being adopted. The reason for this agnosticism is in this case the observation that the constraints on policy makers are far less binding in a number of conceivable historical constellations than at “normal” times. Moreover, one important condition for such constellations to yield real change is the prior availability and discussion (followed then, of course, by contemptuous dismissal) of “radical reform” ideas that can be readily picked up when times suddenly cease to be normal.


The essays of part III deal in large measure with ideologies and concepts characteristic of the literature on economic and political development and of the intellectual climate in the developing countries. Here I have found an exceptionally good hunting ground for exaggerated notions of absolute obstacles, imaginary dilemmas, and one-way sequences. The essence of the possibilist approach consists in figuring out avenues of escape from such straitjacketing constructs in any individual case that comes up. But to go about this task efficiently it is helpful to be equipped with a few conceptual tools. In the following I shall therefore describe in general terms how I have come to practice “possibilism,” how I have found it possible to increase the number of ways in which the occurrence of change can be visualized.


One handy device is, once again, the notion of blessing (or curse) in disguise. By pointing to the ways in which many presumed “obstacles” to development have in some situations turned into an asset and a spur, one obviously casts doubt on any statements about this or that “obstacle” having to be eliminated if there is to be this or that desirable development.


But the notion of “blessing in disguise” is like a label for a certain class of sense data; it has little explanatory value. An intellectually more satisfying, though more specialized, foundation for possibilism was encountered in the theory of cognitive dissonance. A group of social psychologists has shown through this theory that changes in beliefs, attitudes, and eventually in personality can be entrained by certain actions instead of being a prerequisite to them. This idea is so congenial to my thinking that I pointed to one such “inverted” sequence even before I had become acquainted with Festinger et al.: in many situations, so I argued, the Protestant ethic is not the cause of entrepreneurial behavior, but rather arises as its consequence.29


Similar critiques of widely accepted ideas on the one-way nature of certain sequences can now be found elsewhere in the social sciences. Take the seemingly self-evident notion that a consensus on basic values and political procedures is a precondition for the establishment of a viable democratic system. According to a recent paper which appeals to historical evidence as well as to cognitive dissonance theory, the causation has often run the other way—democracy has come into being as a result of an accidental, but prolonged standoff between forces originally quite bent on crushing each other; and what basic consensus about political decision making is later found to prevail in these cases can be shown to have been the consequence of democracy, rather than its cause.30


The idea that beliefs, attitudes, and values can be refashioned and molded by more or less accidentally undertaken practice is put forward here only for the purpose of justifying the existence of alternatives to certain “orderly” sequences. There is no intention, at least on my part, to claim primacy for the inverted sequence over the orderly one. In fact, I recognize that the former can give rise to special problems and tensions in comparison to the latter. Moreover, I have lately come to criticize certain aspects of cognitive dissonance theory that in turn imply an excessive denial of human choice and freedom.31 For the theory predicts that once a certain action is engaged in, beliefs will be changed to suit that action, whereupon renewed resort to the same type of action becomes more likely, leading to a further strengthening of the changed beliefs, and so forth, in a cumulative sequence. To show how it is possible to break out of such sequences is an important task of the possibilist, as will shortly be shown.


A third general foundation for possibilism is in the notion of unintended consequences of human action and in its relation to change. An episode from the recent history of Peru will serve to introduce this topic with which I shall deal at somewhat greater length.


The immediate cause of the military takeover of 1968 in that country was a public uproar over a proposed settlement of the long dispute over United States–owned petroleum interests. The expropriation of these interests by the strongly nationalistic military was a natural consequence of their seizure of power and served to justify it in the eyes of the nation. But then, in 1969, the military government struck out once again, this time at the powerful domestic “oligarchy,” by expropriating the large coastal sugar plantations and in general by decreeing a far-reaching land reform. Yet, not long before, an Argentine sociologist had proved definitively, in a widely reprinted article, that the days of the progressive military coup in Latin America were gone forever! The military, he showed, had turned from being occasional, if unreliable, innovators into staunch and cruel defenders of the socioeconomic status quo.32


What went wrong with this prediction in Peru’s case? In the discussion of the deeper-lying causes for the actions of the Peruvian colonels and generals, two explanations recur most frequently. First, in the fifties, it was decided that the technical instruction of upper echelon officers should be supplemented by training in citizenship; as a result, a center for high military studies (CAEM—Centro de Altos Estudios Militares) was established where Peruvian anthropologists and sociologists held teaching positions and exposed the officers to modern ideas and theories of social integration and development. Secondly, these officers had conducted an antiguerrilla campaign in the early and middle sixties, during which they had efficiently destroyed the guerrilla movement; that experience, it is generally reported, was so searing for them, that they became determined to change the basic conditions which imposed such tasks upon them.


Those who supply or routinely repeat the latter explanation do so generally without realizing what a sensational and paradoxical theory they are propounding. Because this miserable century has presented psychologists with unprecedented opportunities for studying human cruelty, torture and assorted atrocities, the psychological mechanism of progressive brutalization is now well known: a person may commit his first brutality more or less by accident or on command, but then, having committed it, has to justify it to himself and in this progressive fashion he becomes ever more committed to his inhumanity—the widespread existence of this sort of cumulative movement is, alas, well established.


In the Peruvian case, on the other hand, the experience of one’s own brutality appears to have produced not greater brutalization, but the determination to change the state of the world which caused the brutality in the first place—an almost miraculous conversion appears to have taken place for once among the perpetrators of cruelty. The reason may lie in the previously noted combination of circumstances: officers who had been taught in the CAEM that it was their mission to forge a united Peru which could be a true fatherland for all of its sons, including the most miserable Indian, were suddenly placed in the position of napalming the villages of those very Indians and of killing them, as well as young poets and intellectuals from the cities who had taken seriously those very teachings. As a result, the tension between ideology and actual behavior as imposed by the environment was exceptionally wide and painful. On the other hand, the military had bred into them a high degree of confidence that the environment is subject to change at their hands. Jointly, then, that painful tension and that confidence may account for their reforming zeal, for their refusal to submit to the cumulative spiral of brutalization.
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