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Abstract

After more than half a century, the reflectionsAdifert O. Hirschman on development assistance,
the role of consultant ‘experts' in providing pgladvice and the ‘visiting economist's syndrome' ar
still very current. In as much as Hirschman argagdinst all-encompassing policy frameworks,
overall development plans and universal modelsg-8re-fits-all' models abstracting from the
local, historical, geographic and institutional ddions have remained the prevailimgodus
operandi of international development agencies and goventsnan development assistance. In
spite of Paul Krugman's criticism of Hirschman'sklaf a mathematically-consistent approach in
favor of anad hoc pragmatism, Hirschman's avoidance of assumingyantodel to deal with
practical issues and the specificities of develapnproblems in different countries — while still
using rigorous and detailed analysis— appears gremising attitude of enormous relevance even
today. If the rejection of large-scale models @& tiey days of development theory was due to the
neoliberal policy wave that led to the 'Washingtmnsensus' — more market and less State —,
development assistance has remained firmly enteghai the principles of balanced growth, all-
encompassing liberalizing policy reforms and diédsnarketization with an increasingly limited
role for the State. Development assistance appesadtave maintained a standard list of
prescriptions, policy-reform recipes for all sest@ocial, institutional and even political objges,
under the justification that 'everything depend®werything'.

In this paper, | briefly review the evidence regagdthe active pursuit of a paradigm that,
sidelining Hirschman's unorthodox approach, hadicoad that we have ‘forgotten nothing and
learned nothing', as Hirschman once said. Whilasdtimanian concepts like 'linkages' and 'leading
sectors' and some of his famous parables — likettimmel effect’ on inequality — have left an
enduring mark on economists' perspectives, his alanilced-growth' has been dismissed on
ineffectual grounds, while his 'empirical lantehals been derided and abandoned. The lessons of
Hirschman's consultant experience in the tropicsehkeft a legacy that goes beyond his
prescriptions: it is a philosophy, a conceptioriha world, a guiding sets of principles that suegv
time. From that wilderness where Hirschman ledfdliswers, it is only by re-igniting that lantern
that we can wisely contribute to the 'developmeihdthers as savvy and informed ‘experts'.
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1. Introduction

As development assistance has come under criticigecent years, the debate on the role of
foreign aid has reignited. The whole idea of asedistlevelopment has been questioned, and
development economics as a discipline has undergajer changes since the heydays of 'high
development theory', as Paul Krugman once termed périod between 1943, when Paul
Rosenstein-Rodan's paper on the 'big push theamyeut, and 1958, when Albert Hirschman's
book The Strategy of Economic Developmevas first published. Criticism of development
assistance has come from 'right' and 'left’', frimside’' and from 'outside' for a variety of diffete
and even conflicting reasons.

Alberto Otto Hirschman was a thinker, a developntbetrist, and yet he did not develop a
mode| or even dheoryof economic development in the proper sense. Obtsdfield experience in
Latin America he proposed what he callestrategy a 'method' to tackle (solve) specific problems
by means of specific policy actions. He questiombat was becoming the "new orthodoxy" of his
time — the balanced-growth approach based on éwamalprehensive plans and the idea of a 'big
push' that would set an (underdeveloped) econonmggénd, polemically, he argued in favor of
an 'unbalanced' approach, by which he wanted tat poit that policy actions should try to focus on
what's most promising and elicit the best out pekploiting the rationalities hidden behind the
normality of practices and then taking advantagiefbackward and forward linkages to come. No
big picture, no broad-based planning. Start froomfthe small and make it grow and extend.

While criticizing the notion of 'big push' and alhcompassing plans, Hirschman built on the
idea of entrepreneurship as induced decision-makignobilize often scattered and hidden
resources. In that case, the inducing mechanisnasher than acts of faith aleus ex machina
would be provided by the same linkages or interddpacies later emphasized by the increasing-
returns literature.

Even though big-push balanced-growth models weter laurpassed, Hirschman's and
Streeten (1959) unbalanced-growth were not takehetrt in the development agenda in the
following decades. 'One-size-fits-all' models adsing from the local, historical, geographic and
institutional conditions have remained the prewnailinodus operandof international development
agencies and governments in development assistBesgles, policy-based lending with strings of
‘conditionalities’ attached has brought developrpéarining back to the center of the agehda.

The debate on development assistance has reigtited much older discussion on
development itself and what it takes for develophparticies to be successful. When we see reports
on Africa or poverty that — after several decade®development intervention” — still talk of low
economic growth, famines and hunger, under-nutyjtchild mortality, food poverty as alarming
issues as they were a quarter of a century agayameler not only "where did all that money go"
but also "what kind of development policies hadrbadopted?". Development assistance — and all
the machinery of it, with agencies, apparatusesd, the whole "business" around it — emptied
development policies of their potentially "progrgss and effective content, by designing
negotiated (imposed) plans and attaching all kihdamditionalitiesto them, i.e. conditions that
developing country governments had to meet in dialethe programs to be funded and supported.

For a brief review on the recent debate on aideasdmmary of the opposite views, see CostelloReaghn (2012).

As Ellerman stated, "the dream of socially engimgedevelopment is still very much with us, altigbuoften
adorned in new garments" (2004, p. 313).
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The effectiveness of a policy has a lot to do withsensus, motivation, clarity of needs and shared
objectives. Development assistance changed the steoin the problems, as the actual
implementation of any policy was going to be linkedhe promises of funding and incoming &id.
As Hirschman showed, the best way to assure thafaam process has some internal — i.e.
domestic — motivation, is is ntd startit, butto find it. Here, it is all too easy to show the contrast
with the project manager (working for a developmagéncy) who wants to show his funder that
they did the right thing and made a difference taytsg the project. And this is often the way
development agencies work: they "look for" probletosaddress which they can deal with
(specialization) and they go to the recipient gowegnt showing what they can do. That in turn,
will also satisfy the funder, who will see the mgrigroperly” spent. A vicious spiral that the
employment of valuable technical experts has omgcerbated. The plethora of development
agencies and the scores of experts available jaderthe "list" of issues to be addressed increase
by the day — as well as their champions.

It is for these reasons that, after more than hatfentury, the reflections of Albert Otto
Hirschman on development assistance, the role nfwtant 'experts' in providing policy advice
and the 'visiting economist's syndrome' are stithvcurrent. In spite of Paul Krugman's criticisin o
Hirschman's lack of a mathematically-consistentreagh in favor of amad hoc pragmatism,
Hirschman's avoidance of assuming a toy model &b\aith practical issues and the specificities of
development problems in different countries — wistél using rigorous and detailed analysis—
appears to be a promising attitude of enormousaale even today. For those innumerable experts
who are prone to act by the book and have theutisols ready depending on the assumptions and
the results of the 'model’, a good dose of no presgtions, empiricism and attention to local
conditions would be extremely beneficial.

In this paper, | briefly review the evidence regagdthe active pursuit of a paradigm that,
sidelining Hirschman's unorthodox approach, hadicoad that we have ‘forgotten nothing and
learned nothing', as Hirschman once said. Whilsdtimanian concepts like 'linkages' and 'leading
sectors' and some of his famous parables — likettimmel effect’ on inequality — have left an
enduring mark on economists' perspectives, his alanilced-growth' has been dismissed on
ineffectual grounds, while his 'empirical lantehals been derided and abandoned. The lessons of
Hirschman's consultant experience in the tropicsehkeft a legacy that goes beyond his
prescriptions: it is a philosophy, a conceptioriha world, a guiding sets of principles that suegv
time. From that wilderness where Hirschman ledfdliswers, it is only by re-igniting that lantern
that we can wisely contribute to the 'developmeihdthers as savvy and informed ‘experts'.

2. The Evolution of Development Economics as a FielA Personal Note

In as much as | never met Hirschman personally,whgle professional experience as an
economist has been influenced by his ideas dissgednn the articles and books that | began to
read and study since my early university years. @dgigical dimension of Hirschman's contribution
was much emphasized in the late Seventies andraligh the Eighties, particularly in Italy&hen
| began to wander into the field of developmentnernics in Berkeley in 1986, and took courses
with Irma Adelman, Alain de Janvry and Gordon Rauss$ realized how much Hirschman's
contribution to the understanding of the developnm@ncess — which dated back to the Fifties --

®  From both the psychological point of view of thentestic policy-makers to the sociological and it point of

view of the government, in terms of consensus,quresgroups, needs assessment, awareness andthigdeas
created a sharp separation (and a contradictiamyele® internal and external motivations for the eyoment/aid
recipient. See the discussion in Rodwin and Schéa4).

* Think of how influential hi€xit, voice and loyaltyvas, first published in 1970 and translated inatidh in 1982.
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was even more prominent. Even though in the Beyketwironment | came under the guidance of
people like George Akerlof and Janet Yellen andh thvent on to study with economists like Jeff
Frankel or Pranab Bardhan, | stayed with the ldagding development issues and long-lived
metaphors that | had assimilated and never foi@dé, Hirschman, of the backward and forward
linkages, inequality and tunnel effects, and tmengeof trade for developing countries.

While Hirschman was already a renowned and revel®eelopment-economist-turned -
political-scientist, an intellectual in the broadand nobler sense of the term, the demise of
development economics had started at least sorerfifyears before, paralleling the fall into
disgrace of Keynesian economics, and Hirschmandifirhedd moved on to some deeper political
and social issues. And yet, as graduate stude@srkeley, we were driven into deeper and deeper
analyses of the "old" fundamental development issukich still appeared very much current at
that time. | worked on ‘'the 'law of one price' ahdn on the 'Prebisch-Singer hypothesis' on the
terms of trade for developing countries, motivalbgda spirit of resistance against the advancing
neoclassical crusadeThose were issues — and methods — whose backgmwasdoming to be
considered as "old fashioned”, non rigorous, innmasch as it lacked proper formal "micro-
foundations” and was not framed within the ratieegbectation utility-maximizing behavior of
fully-informed perfectly competitive economic agefitirma Adelman, whose work had been
rooted into Hirschman's approach, was to be latarspd by Paul Streeten, Hirschman's 'co-
inventor' of theunbalanced growtidea, in his review of her work (Streeten (1998)).

When | moved to Italy in 1990 | crossed the ecomofi@ld back and forth, finally settling
with development economics, in a perfectly Hirschiaa inspiration — that only reality can guide
the economist's job. Economics was already considered as a “formaltiglise, highly
mathematical, even abstract in its sketchy andzstylrepresentations of the real worldnedels—
often closed in its own boundaries and only intee# self-referentiality and internal consistency
Whether a 'model’ would be able to explain a 'r@anomenon or to provide guidance on how to
'solve a problem' was becoming less and less impirtertain less relevant than its own formal
correctedness and adherence to the existing (amiheot) paradigm. Macroeconomics was being
turned "inside-out" by the need to have ‘'micro-hations’, no matter what, applied to
'representative agent' models in one-good economnmiesmilar veins, development economics was
being denied as such, as there was no recogspedficityof developing countries to deal with:
there was only one type of economics to be appbednvironments where market failures were
simply more widespread and where State failuresewaren more pronounced than in the
‘advanced' economies. The real world was gettingobsight, if not in the stylized representation
of political economy of ‘governance’, with reaitual economies and societies — with their people,

> | remember my satisfaction in being able to prahat, after all, Prebisch and Singer's hypothesis v be

confirmed by fresh empirical evidence. | can remlithe pride with which | read the letter that ldans Singer
wrote to me after reading the article | had co-arg¢d with Brian Wright on July 1992 issue Bfie Economic
Journal (Ardeni and Wright (1992)).

| still remember the concern of some of my tutgriprofessors in seeing me falling into the "evils o
macroeconomics" that were viewed as characteraawglopment economics at that time.

Berkeley was a place in its own right for Hirschmae ideas, trespassing attitudes and subversisriberal

traditions, the free speech movement, the hippiesthe music of the Sixties and all that, with itessage of
freedom, liberation and anti-authoritarianism. lhe tEighties, when | was there, Berkeley had pogdie only
Mayor in the whole of the US that was a woman, acloland a leshian, elected for the so-called SetiBhrty.

Hirschman himself had been to Berkeley "as an arginmmigrant in 1941" and there he had met Sawdig

would be the love of his life for the next sevepéars.

8 And | remember that pointy question that the heidhe committee in the national competition fosasate
professor in the area of political economy, Luigisietti, asked me: "what would you like to be wiyen are a
grown up, an economist or a statistician?" He wamediately rebuked by Paolo Sylos Labini, a mentdfehe
committee, famously an economist with a strong tjtative statistical background.
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history, tradition, customs, specificities — disappng from the picture@ And with the demise of
socialist states — and Marxism — the notions ads;laonflict, power (and even culture) came to take
on different meanings, even among economists.

And yet, there was more than that. The economitepston was (is) basically interested only
in what happens to advanced capitalistic econom&sthose economies that "function” according
to the main and fundamental market mechanisms.KThinhow much of the discipline has
developed around those ways of functioning: mogetmonomics, theory of finance, industrial
organization, just to mention a few. Entire sulldse are only interested in representing, in
principle, what happens in specific part of the idand even macroeconomics and international
economics, to a good degree, belong to that cBix) when it comes to explaining the burgeoning
growth of China and other ‘emerging’ economies, tbe persistence of poverty and
underdevelopment, the economist's tools of theeteadidenly becomes insufficient. In as far as the
economist can explain the word ifit was a capitalistic-based market democracy, ¢kery goes
fine (more or less). But when it comes to descsbmethingelse he begins to wander erratically.
Everything outside the world he can explain is ifigme extra-disciplinary, ultimatelgtrange it is
not that his tools are inadequate, it is that wbdds looking at is not functioning ‘properly'.

Until 1989, when the Berlin Wall was finally takelown and socialist economies began to
fall apart, there was a "field" of economics thahswspecifically studying ‘centrally-planned
economies'? while ‘emerging’ economies and 'developing' oneevstudied by both development
and international economists. Development econgnmcspite of being looked upon as a lesser
economic sub-field — because of its lack of rigad dormalism, the absence of proper 'micro-
foundations' and scientific model testing and, atee contaminations it would accept from even
less formalized disciplines like sociology, anthowlmgy and ethnology — was more or less accepted
into the economic circles due to its 'relevance'if;mothing else, politically correct reasohsThen
with globalization and world economic integratidhe internet economy, the melting down of the
socialist block and 'soviet' economics, the enthefcold war, everything turned into a vast land of
opportunities for capitalistic development and tteed for onlyone economics discipline. If the
world is going in one direction only — capitalistiarket based economies where differences among
countries are only in terms of income, productigsource use, but not in terms of fundamental
institutional and systemic differences — then theneo need foother waydo look at the economy,
there is no specificity any longer to account fordifferent countries that cannot be taken into
consideration within the accepted and well testaghidantmain economic approach to modeling.
Development economics — with its focus on postizalounderdeveloped backward ‘developing'
economies with their different history and backgrdu has therefore no reason to distinguish itself
from mainstream economics.

Within a few year after 1989, it all became appgrand with the shock therapies suggested
by Harvard economists and applied to the 'transiBoonomies it became obvious that there was no
more room for a specific way to explain economiechioning in "low-income countries”, i.e. those
who were 'developing countries' or ‘centralizednecoies' a few years before. This tendency had
already surfaced in the Eighties and manifestedulhwith the beginning of the neoclassical

The infamous quote from Mrs Thatcher — "You knthvere is no such thing as society. There are iddalimen and
women, and there are families." — was to be, mayheonsciously, one the crucial beliefs underpinnihg
economics' approach to the understanding of thédwor

In the same vein, almost, as political scientigtse specializing in 'soviet studies'.

When | was accepted into the Ph. D. program akdéey, | remember being told that there was an iuitpl
hierarchy among the various sub-field of economidés terms of rigor, formalism and, ultimately, sfientificity —
and that if | had chosen development economicsuladvautomatically be ranked less than my othereegles who
were studying more 'important’ issues. Financealr@ady on top of the list at that time, as was gémeory.

10
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counter-revolution in macroeconomics and its appilie to the operating principles of the main
international development organizations, chieflg #orld Bank and the IMF. The 'structural
adjustment programs' applied all through the Eeghiin Latin America and then in Africa and South
Asia were nothing else than fiscal consolidatioml grublic debt restructuring policies framed
within a monetarist macroeconomic framework andliagpto 'developing’ economies under the
assumption that there wa®thing specificabout those economies besides having "thin" markets
accompanied by huge market failures and over-biib&tate apparatuses.

And yet, there was so much, still, to be learn@infrreality — from history and geography,
from culture and tradition — that it was almostligaving the panda: go and do it before it is too
late. From the old bamboo houses in Beijing andtlm mountains in North Vietham to the
thatched-huts villages in the Savannah, from thieeb@conomy in the plateaus to the fishermen's
closed economies on the Indian ocean, from Fida@alism to all other 'African ways to
socialism’, what was it that was not worth savind ahat was it that should perish under the ever
mounting advance of capitalism? It was not so nagjoining a crusade. Simply, it was the need to
witness whabther wayswere still tried around the world. We developed a given way, that was the
lesson from Albert O. Hirschman, it does not mdaat dthershave todevelop the same way. And
besides, they should be able to learn from us (amdmistakes). Development economics was a
vanishing discipline, lost in the meanders of "ficat" applications to be explained and "empirics
with no theory". It had been subsumed by economoevth theory and lost almost all of its extra-
disciplinary content and contamination from othé&cigblines. Sure, a lot could be learned from
Paul David 'path dependence' and Nelson and Wavigutionary theory of economic change. But
it was like a circle of adepts of a marginal diticie.'?

| went on my first mission as a development ecomsbrund ‘advisor' in 1994: | was in Addis
Ababa, Ethiopia, for some six months and the edf@dtthe civil war against Menghistu and his
deposition in 1991 were still evident, with a daating famine that was still leaving scores of dead
bodies along the roads in the city and around thentty. From 1994 to date | have been on a
number of missions — some times very long onesgaglent advisor', more often on short ones — as
development 'consultant’, an 'expert' advisor teeguments and international organizations.
have then been in Mozambique, Mali, Uzbekistan,difla, Armenia, Bosnia and Herzegovina,
Serbia, Bulgaria, Cyprus, Turkey, Yemen, Cambodiazakhstan, Afghanistan, Sierra Leone,
Gabon, Angola, Cabo Verde and Sao Tome e Prinaipeh¢onological order). | have worked for
the World Bank, UNDP, the ILO, Oxfam (an internatib NGO), the Italian Ministry of Foreign
Affairs, DFID (the Department for International B#epment of the UK Government) and SIDA
(the Swedish International Development Agency). Ahdve been located into several government
offices, mostly advising Ministries or Departmergads in developing countries.

In all these years | have met top officials frontemational organizations, as well as

12| once invited Paul David to give a few seminarshe Economics Department in Bologna (maybe thgekt
Economics university department in Italy, with mdhean 100 members). There were only a few of us b
intellectual curiosity among economists and a premt economic historian, Carlo Poni, who attended when
Amartya Sen came to give a talk in Bologna in 1894as him, Giorgio Basevi and myself, the threeusfonly,
who went out for lunch to greet him, as no othdfeegue was available or interested. That was alslyobefore
the Memorial Nobel Prize in Economics, after whisan became acknowledged, and rightly so, as ornbeof
leading intellectual figures of our time among emoiists.

In several countries, for academics specializingavelopment studies or development economicskingiin the

field is standard practice, actually required bgithuniversity institutions as part of their careequirements. For
some reasons, Italy is an exception, as many d&ihosv, and the "work in the field" is very much caesed as
close to "evasion" or even an exotic "vacation'ttipalarly among economists used to interact mosgiith their

computers or work in some company management boaréh the "best" cases, dirtying their hands imeo
government body. If policy 'advice' is given abréastboked with suspicion.

13
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academics of various orientations. Certainly, ménygs have changed, "a lot of water has flowed
under the bridge" and development issues still bretihhe pot of world events. | have met people
whose intellectual standing is unquestioned — friangus Deaton to Joe Stiglitz — and whose
interest in development economics and contributboeconomics in general have gone in parallel. |
have met functionaries whose commitment to the temthey were working for or assisting was
as sincere as attentive as possible to the spéesiand the reality of those contexts. In allhof
experiences, | have never felt far from Albert diman's feeling and message that it is from the
reality of the country, of the community we are Wog in that we must begin with, keeping our
tools ready while adapt them to the local condgianthout prejudice or misconception.

This paper stems from that experience of mine aimaspired by the events and developments
that | mentioned. It is a paper | wrote very muchhe spirit of recounting how much I found in my
experience as a development economist advisor ¢pfrom the legacy of Albert Hirschman, and
how his lessons, in spite of the changes occumda discipline and in the world economy, have
endured a life beyond expectations. One abovetladl: importance of learning, of not taking
anything for granted and forever, of venturing intochartered territories of knowledge to gain
from experience.

3. Hirschman's Approach to Development

Before he started a proper academic life at Yalevésaity, Hirschman spent a few years of
his life in Latin America as a government advisdrem 1952 to 1956 --, having served for seven
years as an economist in Washington in the FedRaaérve Board on European reconstruction for
the Marshall Plan organizational structure. Outhisf experience as a 'development’ advisor, he
wrote three books that would become milestone$éir own right indevelopment economjcas
the new-born field would be later calletihe Strategy of Economic Developmgfi58, hereafter
Strategy, Journeys Toward Progreg4963 and then 1968, hereaftiyurney$ and Development
Projects Observed1967, hereafteProjecty.’* Though he would later move to other topics and
issues, Hirschman would go back again and agaiheé@same subjects, restating his propositions,
looking at them from a different angle and reintrodg his arguments in a modified manner,
revising concepts he had built up in his earlieitings. This was what he would cadlelf-
subversionwith an extreme degree of intellectual honestyd(aony): being able to revise one's
own thoughts, to admit the mistakes, to changesaweh mind. In this sense, though, rather than a
model, Hirschman has bestowedcarpus of ideas, concepts and formulations on development
which lends itself to a variety of propositions antérpretations.

| will not delve unto the specific content of hiedks — the "models” he constructed and the
"policy prescriptions” he derived —. Rather, | vibliefly summarize the main underlying concepts
expounded in the three books mentioned above, dheepts related to advising on development
policy in developing countries and Hirschman's dessin this respect. Hirschman's decision to
move to Colombia in 1952 came as his interestsshifted to the problems of development in the
so-called backward countriéSHe had thus accepted a job in Colombia as a c@amsub the newly
established governmental National Planning Couihgiljndication of the World Bank. One year
after his arrival, however, the country experienaesbup d'état led by Rojas Pinilla, the head ef th
armed forces, which started a period of civil strifnartial law and violent rule. Programs of
economic development were then launched by thergowent and there was some progress in
industrial development in the following years. Aftee first two years, Hirschman then worked as a
private economic adviser, went back to the US iB61But kept going back to other countries in

14 Hirschman's biography has lately been the objeah@xcellent book, Jeremy Adelman's (2013).
5 Hirschman (2001).
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Latin America as a consultant. This is the backgdin which he developed his trilogy on
development.

While in Colombia, Hirschman came to shape up hisdédmental ideas, coming to very
different conclusions from Lauchlin Currie, the Widssion chief who was in favor of a "general”
approach to development, a "planning polityThis can be best understood by recalling how the
debate on development intervention was being defaethat time, just a few years after the
International Bank for Reconstruction and Developtnas the World Bank was actually named,
had been set up under the Bretton Woods agreenidms.debate had been fueled by the 1943
seminal article by Paul Rosenstein-Rodan on thblgnas of industrial development in Eastern and
Southeastern Europe. Rosenstein-Rodan’ describatiivehdefined as 'disguised unemployment' or
underemploymenn the agricultural sector as that part of popataonly formally 'employed' in
agriculture whose productivity was equal or closezéro. Such 'agrarian excess population’, he
suggested, could be transferred to an industrieclosghat was to be built from scratch, to be
considered “like one huge firm or trust”. Rosenstieodan did not openly refer to a 'balanced
growth' of the economy, and yet this is what he imahind in considering the industrial sector as
“one big” enterprise. In particular, he emphasitieat in order to reach a path of self-sustained
growth, a concerted and determined action of supparbig push' — was necessHry.

The 'balanced growth' approach was then taken drelborated more in depth by Ragnar
Nurkse (1953) and W. Arthur Lewis (1954) and thiswd, as Hirschman (1984, p. 87) later
recalled, define " a new orthodoxy", against whitirschman'sStrategy(1958) and Paul Streeten
(1959) would react with their two separate and peaelent contributions. In hiStrategy
Hirschman questioned the foundations of the thedrpalanced growth (as also pointed out by
Alacevich, 2007, 2011), as shown in these two diots:

My principal point is that the theory fails as aedny of development.Development
presumably means the process of change of onediygEonomyinto some other more
advanced type. But such a process is given up psldss by the balanced growth theory
which finds it difficult to visualize how the “und#evelopment equilibrium” can be broken
into at any point.

The balanced growth theory reaches the concludiah &an entirely new, self-contained
modern industrial economy must be superimposederstagnant and equally self-contained
traditional sectortrategy pp. 51-52, emphasis in the original).

Hirschman criticized the thesis that growth sholld balanced, arguing instead that
industrialization should not necessarily arise siemeously across all sectors and industffe©n
the contrary: industrialization processes arisingvashould follow one after the other, in a pattern
quite different from the old industrial countridss Bianchi (2012) points out, Hirschman did not
emphasized the usual retarding factors — from thdittonal family organization to land tenure
systems, from cumbersome administrative practicedimited savings — . He focused on the
importance ofmechanisms of inductipnas he believed that “the fundamental problem of

6 Although Hirschman was a fierce opponent of Cisrigpproach and stance, he considered him "a man of

considerable intelligence", which shows how Albditschman never quite thought to have "enemiest,dnly
adversaries or opponents (see Hirschman (2001,)p. Burrie had been part of Roosevelt 'brain traustl was later
accused of being a communist by the Committee oAberican Activities. He, who had married a womaori
Colombia, was denied the American passport, weok b@ the Us occasionally and for short periods diedl in
Colombia at the age of ninety-one.

17" See Rosenstein-Rodan (1943). See also Alacevii¥(3. 3) and Alacevich (2011, p. 148-149).
18 On this, see also Bianchi (2012, p. 107).
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development consists in generating and channelungan energies into a desired direction”
(Strategy p. 25). According to Hirschman, the problem was that of a lack of necessary
“ingredients”, like capital. Resources and theth# other necessary requisites for development
could be latent, hidden, even unavailable but foless existing:

development depends not so much on finding optooaibinations for given resources and
factors of production as on calling forth and hgtifor development purposes resources and
abilities that are hidden, scattered, or badlya#td Strategy p. 5)

The central chapter of Hirschmar8rategy Chapter 4, entitled "Unbalanced growth: an
espousal”, explains Hirschman's idea of developragiat sequence of disequilibria:

...our aim must be t&eep aliverather than eliminate the disequilibria of whiclofis and
losses are symptoms in a competitive economy.elfetonomy is to be kept moving ahead,
the task of development policy is to maintain tensj disproportions, and disequilibria. That
nightmare of equilibrium economics, the endlesspinsing cobweb, is thekind of
mechanism we must assiduously look for as an imddéuhelp in the development process.
(Strategy p.66)

As Hirschman reiterated, there is no need to msirder to industrialize a country as quickly
as possible. As he wrote to André Gundar Frank9BO1- as recounted by Alacevich (2007, p. 4)
and (2011, p. 150) —:

If one wants to move [straight] from one equililmiyosition to the next then, because of the
discontinuities and invisibilitieghat | take for grantedthe “big push” or “minimum critical
effort” is indispensable. But if we assume thateintediate positions of development-
stimulating disequilibrium are sustainable at lefst limited time periods, then we can
manage to break down the big push into a serissnaller steps (Hirschman (1984), p. 105,
emphasis in the original).

As he would later recall, it was thedden rationalitiesthat he was looking for (Hirschman
1984, p. 91). Only those hidden rationalities, mapparent ways, could promote effective patterns
of investment. The concept of hidden rationalitiess to be developed by Hirschman through the
idea of “backward” and “forward linkages”: any givactivity would stimulatdackward linkages
with the sectors that supplied the inputs tordvard linkageswith those new activities generated by
its outputs. It would thus be from activities witrong potential linkages that development would
mainly come.

As Bianchi (2012) has also pointed out, “that irtdak development should (and in fact
would) proceed largely through backward linkages waite a revolutionary idea at the time:
instead of doing things in the conventional waguistrial development would work its way from
the “last touches” to intermediate and basic ingudhdustrialization of certain leading sectors
would pull along the rest of the economy. In treese, it was not feasible or desirable to suppress
the tensions and disequilibria created by the dagweént process, since there was a “creative
virtue” brought by them.” (p. 107-108) In other wler Hirschman thought that every country has to
find its own path to economic development, overagrthe inevitable bottlenecks and shortages,
and that there is no 'one-size-fits-all' solution.

As Bianchi (2012) and others have remarked, Hirsohmas the sole economist at that time
to bring over the idea of 'linkages' as driverdetelopment strategies. Such linkages were later
interpreted in a variety of fashions to denoterosi@endence, interrelations in a general equilibriu
system, but also as multiplier effects, includipglsver or external effects, and even increasing-
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returns externalitieS But what Hirschman had in mind wasngchanisms of inducemetitat
would be put in motion by productive activiti&sin concluding hisStrategy Hirschman was ready
to admit that pressures, tensions, and disequilibvduld generate difficulties and oppositiGhés

a matter of fact, underdeveloped countries woulhg$ act under the pressure set by “the universal
desire for economic improvement oddly combined withny resistances to change”. And the
solution out of the tension generated by develogme&uld have be found in providing technical
assistance and policy advice to underdevelopedtgesn

In subsequent assignments to Mexico, Colombia,eCHiftgentina and Brazil, Hirschman
realized the difficulties of generalizing about ipgimaking processes in Latin America and
embarked on a "study that would attempt to reacictlosions through painstaking observation of
the sequence of policy-making around significariicggroblems” Journeys p. ix). Journeyswvas
the result of that effort, a brilliant book in whiddirschman "crosses boundaries”, trespassing the
confines of economics and entering the realm otitipal issues. Hirschman criticized those who
stressed the primacy of entrepreneurial decisiokimga particularly in the take-off for
development, arguing, instead, that decision-malplays a considerable role in all stages of
development. He questioned tlassez-fairedoctrine in economics, which assumes that public
decision-making is in average of poorer qualityntpavate decision-making.

Journeysis a detailed analysis of several "case studiesl examples in various Latin
American countries, framed within the economicdmgtof those countries. As Bianchi (2012) has
noted, one of Hirschman's main issues is whetheretls a 'style' of problem-solving and policy-
making that is specific to Latin America, resultingm a form of self-consciousness of being “late”
in the development process and the need to “cgithasi quickly as possible. By resorting to an
expression he borrowed from Gustave Flaubéatrage de vouloir concluréhe rage of wanting to
conclude) — Hirschman pictures the problem-solvétige of “latecomers”, who are frequently
prone to accept ready-made solutions:

Urged on by pressing problems and by the desireatoh up, and liberally supplied with
recipes communicated to them by the advanced deardf both East and West, their policy-
makers are only too ready to believe that they lesgeved full understanding and to act on
the basis of this belie(Journeysp. 240)

Typically, Hirschman noted, latecomers in the indabzation process tend to follow the
same path that others opened some time before. \owey following others' footsteps, they might
end up in a psychologically dependent attitude civimvolves “a vague resentment against the new
ways, a secret hope that the equipment/methodsatitvork out in our milieu.” $trategy p. 159).
This vague resentment, in turn, gives rise to tlalute complex' ffacasomania which
characterizes a “self-deprecatory style of policgking”, where problems are seen as either
unsolvable or easily solvable. Problems have tedieed as quickly as possibla (age...) or they
will not be solved at all, and in so doing policakers tend to look for a definitive solution, for
which they end up counting on foreign advice. Assult of this attitude, foreign experts are always
welcome in Latin America, at least initially, ortky be later criticized and even sabotaged. Thes is
common collective psychological trait that, in Hingnan' opinion, is at the heart of many

19 See Bianchi (2012, p. 109).

% n his later work, Hirschman (1995) claimed tha tore of his argument was making a case againstthing at a
time”. Latecomers in the industrialization procebsuld follow an original path, defined as an “uabaed growth”
sequence. Industrial development in less develapeditries typically proceeded by means of backwialdges,
which was the correct way to go, since sequent@blpm-solving involved the risk of getting stuck.

2L This is a danger that “we certainly would not wantlisregard.” (p. 208). But this does not impigttsuch tensions
were undesirable and should not occur (p. 209).
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development project failures.

The third book on his development triloddrojects(1967), concentrated on micro-economic
aspects of development projects, in which Hirschmawle an effort to look “beyond technology”,
emphasizing, rather, the social and cultural emvirent where development projects are embedded.
Hirschman's experience with World Bank projectsHad to distinguish two types of decision: a) to
accept some “status quo traits” of the environmenttemporarily unchangeable characteristics,
which he called ‘'trait-taking'’; and b) to considertain other traits as subject and ready for thd k
of changes that are necessary for the project teumeessful, which he called 'trait-making'.
(Projects p. 131). InProjectsHirschman presented the idea of thding hand a metaphor in the
vein of Smith's 'invisible hand', referring to Webeconcept of unintended consequences of human
action. Through this metaphor, Hirschman went orexplore the search for potentiaidden
rationalities — one of his dearest ideas, in Bianchi's (201@)d& —. Development projects can
suffer either from unsuspectéiareatsor from unexpectedemedial actionghat are put in place in
reaction to those threats. Development planners ovaylook the extent of trait-making that a
given project requires. If they had known whatidiffties it involved, they would have probably
abandoned it. And yet, by doing so, they would hageer looked for the solutions that would
eventually be a drag on the project itself.

In his trilogy, Hirschman was able to sketch consdy would later return to. He stressed the
significant role that political action plays in emonic processes. "Voice', as he would later angue,
not a substitute for the actual functioning of tharket; it is a possibility that agents consideaas
alternative choice. Therefore, when we look at tgueent issues, it is important to take into
account how economic decisions are made, overafniphasizing this — bringing in the political
dimension of economic choices —, Hirschman constyowimed at trespassing disciplinary
boundaries, as he realized the richness he couléraya the cross-fertilization of disciplines and
cultures. It allowed him to establish that straigbbnection between theoretical work and policy
advice, to understand a country specificity andsttailor policy prescriptions that would not fit a
different situation. Hirschman had gone to Latinéina with the intention of studying the problem
of development in backward countries. His intellattendeavor was to assess the causes of
underdevelopment and whether large-scale reforntipslcould be implemented to start off the
development process. Thus, he simultaneously thieddesign a theory to understand
underdevelopment while at the same time proposise} af policy prescriptions that would address
it.

Hirschman never thought that the role of a so@arist is to discover and single out steady
relationships and regular, predictable pattéfriBiaz (1984) pointed out that Hirschman, learning
from his work on the ground, had rejected all sifigaltions, banalities, and limitations of both
orthodox and heterodox theories. He did not reljlasge statistical data sets and did not use any
econometric technique, as his contemporaries wdaldHe counted on his direct observation and
experience and on the historical, cultural and adof@atures of the countries he was studying.
Hirschman came to realize that there were aspedrperties of the underdeveloped economies
that made the prevailing economic tools of his sna@fit and inappropriate. His aim was to “to
underline the multiplicity and creative disordertbé human adventure, to bring out the uniqueness
of a certain occurrence, and to perceive an eptirelv way of turning a historical corner”. And his
whole life was a testimony to this attitude: hestivin various poor Latin American countries in the
1950's, he learned the language, became accustantdnteracted with the people, from the
laymen to the most prominent ones. He went to titerdeveloped world with the ideas that he had
learned as a young economist and that he laterigiechwhenever the facts on the ground proved

22 As Bianchi also underlined (2012).
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them wrong®

4. The (Mis)Fortune of Hirschman's Approach and theEvolution of the Development Debate

Albert Hirschman's theories of development did Im@te much fortune. In as much as many
of the concepts he invented have lived on — hidrdmriions remain in most textbooks and are still
taught in universities — it was his theories tharevdismissed as unpractical from the policy
perspective and unorthodox (i.e. "wrong"”) from theademic point of view of the economic
profession. One reason may be what Krugman cdtlead¢dounterrevolution that swept development
economics away. 'High development theory' — whielgam with Rosenstein-Rodan (1943) and
ended with Hirschman'Strategy (1958) — was sidelined, canceled and buried. Aet gs
Hirschman himself and others have argued (Hirsch(i@94)), this did not necessarily happen
"because the founders of development economicgdfaib make their point with sufficient
analytical clarity” (Krugman (1993, p.16)). Nor didhappen because they did not express their
ideas "in the kind of tightly specified models thagre becoming the unique language of discourse
of economic analysis” (Krugman (1994, p.40)). Thewes a rejection of the whole approach to
development — that of developmeaéanning— that had ideological, analytical and methodalabi
reasons. This brought on the decline of developmeeahomicsaltogether, as Hirschman (1981)
had already acknowledged.

Those different concepts — the balanced-growth ted unbalanced-growth theories, the
surplus labor and the dualistic approach, backveard forward linkages — were complementary
because they all had something fundamental in cammbey were all rooted in the Keynesian
revolution of the time, not so much in the actuaiqes they were advocating, but in the spiritythe
were developed. The Keynesian approach to macroetos had given legitimacy to the concept
of unemployment as an equilibrium result. So, ecaists could now give legitimacy to the concept
of (rural) underemploymenrds a crucial characteristic ohderdevelopmer(Hirschman (1981)). If
there are two kinds of economies — one in full-esgplent where there is no equilibrium
unemployment and the other in capacity under-atiln and equilibrium unemployment — that
admit two kinds of economic prescriptions and med#ien there can be two kinds of economies
for the developed and for the under-developed eooe® with two different sets of assumptions
and models. Another difference was the idedatd industrializationand how to overcome it. For
that too, industrialization in less developed aredls require novel approaches that cannot be
simply borrowed from the history of mature industimed countries.

Hirschman maintained that the demise of his appr@ad of development economics after
the Fifties and Sixties was due to a simultanetiaglafrom the Right and from the Left. However,
it was more than that. The 'Right' did non accketitlea that underdeveloped countries should have
an economic theory of their own — Hirschman's 'meconomics’ definition —. The 'Left" attacked
the fact that Hirschman's theory lacked groundmglass structure and had no reference to the
core-periphery argument and to the idea of unegxahange between advanced and under-
developed economies. Why was it more than thatthen

It was the idea of developmepianningitself that was at the core of the rejection. #svthe
possibility of giving the State such a prominend @entral role that ultimately undermined general
acceptance of the development approach of thogs.yBlae neoclassical optimizing representative
agent model was gaining ground, with all its marketermined equilibria and less and less room

% As Bianchi recounted (2012, p. 121), Hirschman Ivdater recall arriving in Colombia, being humlggtermined
to stay with the Colombians and “to understandebdtieir patterns of action, rather than assumm fitee outset
that they could only be 'developed' by importingetiof techniques they knew nothing about” (Hirsahr{i.984)).
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for intervention. By the Seventies, the anti-Keyaes monetarist rational-expectation
counterrevolution was setting in, with all its ingaitions for the dominant economic paradigm and
economic policy all over the world, but particularh the advanced capitalistic economies of the
West.

Robert Solow's model of long-run economic growtkl lsame out in 1956, superseding the
Harrod-Domar Keynesian approach by introducing la®oa production factor, diminishing returns
to capital and increases in productivity (technalagchange). The model basic implication was
that in the long run growth depends on demograpigytachnological change only, with no role for
policy intervention. From that model, the Ramseg$CHoopmans optimal growth model was later
derived in 1965, whereby consumption is fully mitoonded and the savings rate is endogenous.
With the Seventies, unregulated market-determire=ailts were becoming to be considered as
optimal, with less and less room for policy. Angstbbviously affected the way development policy
intervention was to be formulated. Market-friengiglicies and results were to be encouraged
whenever possible, with very little room left foegulated markets and policy-controlled
experiments.

The first generation of development economistshim Eifties and Sixties had thought that
public intervention made sense in certain circuncsta. Without necessarily being "Keynesian”,
they agreed that there was lots of roomdianningandpro-active policy In the spirit of the times,
they thought of Government aspamum mobile,a prime mover that could act as a regulator, a
consumer and an entrepreneur where there was aitgaalr those agents. In the Seventies, this
attitude began to change, also affecting internati@evelopment agencies — chiefly the World
Bank — and development policy research.

Even if we do not agree with the argument that \Weeld Bank has played a critical role in
the legitimization of the neoliberal paradigm ovlee past quarter century" (Broad (2006)), it was
certainly the case that the World Bank slowly begamdopt that paradigm with more and more
conviction, up to the creation of a new lendingrmsient in 1979 -structural adjustmentending.
These were funds not attached to specific projé&tasher, they were balance-of-payments support
given in exchange for policy changes in the recpieountry. This came to be called
‘conditionality’. In the end, the Bank did not jastoptthe neoliberal paradigm, ghampionedt,
almost obsessively.

There had been a precursor in this matter. Oneh@fcbntentious issues since the very
beginning had been betwe@moject funding andprogram spending. In the argument that saw
Hirschman opposing Currie, both working for the WdBank in Colombia — projects vs. programs
— there was a forewarning of the hot debate to cdn@ne implication of the balanced-growth
approach was the need for coordination and planoingeveral activities carried on at various
levels through large-scale programs that would takeantage of the interdependencies existing in
the economy, thus arranging 'the big push'. Fanfdenying those interdependencies, Hirschman
emphasized instead the need to focus on speciicitlual projects that might deem successful and
whose beneficial effects would later spread tordst of the economy. The opposition between the
balanced- and the unbalanced-growth approachesdayon this antagonism: whether it was more
appropriate to support large-scale programs owotud on specific projects (including large and
costly infrastructure projects). Even though ther/@ank had no specific position about this at
that time, it always kept a "preferential attitudetvards program funding, because program
funding could more directly influence recipient govments' policies.

The Structural Adjustment Programs (SAPs) formalate the Eighties had all the newly

% See, on this, the discussion in Alacevich (2007).
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dominant neoliberal features of market-friendlyigels of deregulation, price liberalization and
macroeconomic stabilization. There was no roomthat point, for unbalanced-growth targeted
interventions that would rely on spillover end ertd effects through backward and forward
linkages. It was not a theoretical question, nos \taa methodological problem. It was rather a
political — i.e. ideological — attitude. "Set therket prices right and let the market work" wag¢o
the motto, everywhere it was possible. And if tharket does not work, it means there is no room
for it. Nor was there room for 'big push' balangedwth policies entailing a big role for State
intervention. Broad programs based on a set ofitiondlities and market-friendly policies would
do the job. There would be no need for large publterventions financed through foreign
assistance.

In this respect, | do not believe, like Dani Rodtikat Hirschman's approach was superseded
because "he must have been such a source of froistfar his contemporaries. He was in many
ways the ultimate contrarian--always looking foe timique and the exceptional, while not shying
from building general theories from those cases.wds a critic of the reigning development
theories of his time (the big push and balanceavtirh arguing that the under-developed societies
who had the capacity to implement these comprebhernsiograms would not have been under-
developed in the first place. He argued insteadaf@trategic, opportunistic approach, based on
making the best of what you hav@.'Hirschman's view of development, which he set is h
Strategyand later re-elaborated, was rejected for othaive®m The reasons have more to do with
Hirschman's genuine inspiration — that of a plarthat tries to look for the best solution at haod f
the specific case he is dealing with — than withgulicy prescriptions. His 'hidden rationalitids$
‘induction mechanisms' would call for planned Staitervention to support. That kind of
intervention would no longer be on the developnag@nda.

While ideas like backward and forward linkages fwg big push have recently gained new
ground thanks to the formalization of concepts lik@easing returns and external economies (as in
Murphy, Schleifer and Vishny (1989) and Krugman93Jy, it is the specificity otlevelopment
economicsas such — in the way Hirschman advocated it —hhatbeen questioned. Growth theory
has subsumed development theory, as if developissings were to be treated as special cases in a
macroeconomic setting. The main development ecar®ieixtbooks are firmly rooted within the
dominant economics paradigm in a way that wouldehappalled for the young Albert Hirschman
setting out for Colombia with his wife to help theuntry. This has a lot to do with the dominant
ideology that is prevailing in the profession, stimey that goes beyond the neoclassical, neoliberal
approach and is deeply rooted in the way econoasesscience has turned to look at itself.

What | am referring to in this case has to do int path the role ofmodelsand, more
generally, tomethodologyBut it is also about thebjectof the analysis that economists decide to
focus on. On the role of models in economics amgbairticular, in development economics, we can
refer to the simple analysis provided by Krugmaf9@). Models are conceptually simplified
descriptions of a problem that have to be manageabtl have to provide explanations that are
meaningful and useful. The questionvdlatdo we want to model?

In the case of development, it was assumed sirecedfy beginning that the whole issue was
how to get underdeveloped countries on an econgrieth and development path that was similar
to the advanced economies. Economies are very exmglstems, where thousand of factors
determine any given result in any given point ofidi Italy today is the result of the policies it
followed, of its history and so forth. But even lwihose same policies and resources Italy would
have been very different if all the countries sumding Italy in, say, 1885, had been on a different

% Rodrik (2007a). The reference is to Hirschman 8195 54).



15

development path. It is the interaction and theultesf countless factors that determines
development. In Great Britain, it took one hundyedrs from the first mechanized textile factories
established around 1770 to get to an almost fallpstrialized economy in 1870. And that occurred
in some specific areas of Great Britain where thveas coal, iron and water, three "ingredients”
absolutely necessary to launch steam technologthéAsame time, just a few years later, Belgium,
the Netherlands, and some areas in France and Ggiioegan to build a coal industry and then a
steel industry. Would have that been possible withlbbose natural resources and the technological
capabilities to exploit them? Only when long-disgantransportation became possible, that
possibility extended to other regions. And so od aa forth. This simple argument highlights the
importance of ‘history’ and many other ‘factorgadition, institutions, culture, climate, natural
conditions, and so on) in understanding the dewveéoy process.

What some economists and social scientists knevalahg was that it was of absolute
importance to consider the local historical faciardesigning what possible development trajectory
a country (a society) can take. Hirschman sharedaWwareness, as did Gerschenkron and many
others. Ingrained in this awareness was an 'illishdh attitude which held that only once we
understand how things have evolved, can we interveorrecting biases and mistakes. There was
also, undoubtedly, a kind of Western 'superioritynplex’ and benevolent desire to ‘help’ under-
developed poor countries get on a genuine developpsh. "We have developed, we know what
it takes, we can even tell you what mistakes nah&ike so that you can do it faster and beffter.”
The lack of historical background and contextuaiara— not even in the form of 'local conditions'
— and the deliberate absence of predetermined pattisvelopment were certainly two important
factors that eventually contributed to the failofelevelopment modefs.

Early development theories have ultimately provgttras under-developed economies are in
fact different. Nonetheless, 'mainstream’ approscte development have continued to be
prepackaged lists of requirements and prescriptihstever the country and the conditions. As if
all countries were the same, 'mainstream’' apprcaske key macro indicators to determine what
recipes and what "doses" to apply. This attitude teanained in spite of the fact that from 1950
until the end of the 1980's we saw most develogmgntries suffer poor economic performances
adding to increasing poverty and cumulated foreight?® Oddly enough, while rejecting on
analytical and ideological grounds the need foradr&tate intervention and public policies, the
World Bank itself came to assume a central rol¢heworld development arena with large support
program loans conditional on broad sets of poli®spriptions for the recipient countries. Sure, the
World Bank is funded mostly by the richest courstieand chiefly by the US —, all of which keep
their double-armed policy of intervention in dev@ltg countries through bilateral and multilateral
foreign aid. But after the Latin American debt i the Eighties, it was the World Bank (with the
IMF) that was called in to take on the onus ofrvgation to prevent default and help the countries

% The benevolent attitude was deeply rooted in nsmplars of Hirschman's and the later generationghe case of

Irma Adelman, as she declared in her autobiographitroduction to her selected essays, "the exmiaif this guilt
— catholic guilt, the guilt of a survivor of the ldoaust — through the only mechanism it can beaggdi— service to
humanity — has been a primary force in my life"afftvas, in her words, where her sympathy for tke fertunate
and the socio-political views of economic developtreame from. See Streeten (1998).

Unfortunately, we can say that this is due toway economics is. The discipline has come to tlihkself as a
sciencethat can abstract from historical contingenciebéoome an abstract description of the world, wihaws

and principles. Just like physics. And just like there is only gugysics, one mechanics, there should be just one
economics for the econonag suchnot for a specific, historically specified econgrthat is, one economics for the
developed economies and one for the under-developesl

Interestingly, as we know, the early exceptionthtodisappointing performances of developing coemtave been
those 'emerging economies' in Asia thave not followedincidentally, prescribed development policies have
received any foreign development assistance likgttS&orea, Singapore, Taiwan, Honk Kong and otleilar
cases.
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not to further slide down. Increasingly, over thgttEies and the Nineties, bilateral and multilatera
foreign aid had come to address the debt issughangersistently poor economic performance of
many developing countries (which, as Krugman stagedonic to call 'developing' as they are not
developing at all). Was that performance dismayiagause of the adoption of wrong policies? Or
was it the wrong implementation of otherwise gootigies? Nobody escaped the vicious circles of
debt and poor performance. On top of that, stranglitionalities attached to foreign aid and loans
simply made things worse. Once more, Hirschmarfleateons on the need to learn from past
mistakes (and history) was not even taken into idenation and the vicious circle of bad policies,
more aid and more debt kept spiraling in.

In the Nineties, the failure of the IMF-World Bai$AP's throughout the world led to the
second generation of assisted development-polisjgdewith a set of programs that went under
the name of Poverty Reduction Strategies (PRS).leAthe debate on foreign aid effectiveness
flourished — and the amount of that aid slowly dirsihhed — the wrong culprits were identified, the
main culprit being, once more, the State. Whereasket failures in developing countries are
widespread, so are State failures. State failuresesen more dangerous and arise out of bad
consciousness, corruption, distorted incentivesahkinds of wrongdoings. One of the results of
the SAPs was that it was often the imposition otisfiscal consolidation and macroeconomic
stabilization — with the associated reduction oblmuspending, welfare provisions and public
services — that exacerbated economic and sociditomms in poor countries, to the point that "after
the cure" they were much worse off than befSréhings did not change much with PRS, which
were supposed to be country-owned and participatargeted to reduce poverty and address the
problems remained unsolved with the SAP$he UNECA Economic Report on Africa for 2010,
for example, noted “very limited headway was madtn woverty reduction, eradicating hunger,
decreasing the maternal mortality rate and addrgssiany disparities due to gender, income and
disability,” despite growth rates remaining abo¥é dcross the continent. And an IMF and WB
review of the process pointed out that “engagenwntlirect representatives of the poor” is
especially lacking.

While the rejection of large-scale macro modelghef heydays of development theory had
been due to the monetarist rational-expectatiorolugdon and the (anti-Keynesian) economic
policy wave that had led to the neoliberal appreackhat have ever since characterized the
'Washington consensus' — more market and less-Stdevelopment assistance has remained firmly
entrenched in the principles of balanced growthemtompassing liberalizing market-oriented
policy reforms and diffused marketization with aereasingly limited role for the State. From the
SAPs in the Eighties to the PRS in the Nineties #mel first decade of the XXI century,
development assistance approaches have maintaistaah@ard list of prescriptions — the same for
all countries —, policy-reform recipes for all smst social, institutional and even political
objectives, under the justification that ‘everythaepends on everything'.

As Rodrik said, Hirschman "would have been a fieccitic of the dogmatism of the
'Washington Consensus' and its sequels, had hdaimad a strong interest in development.” But

% gee e.g. World Bank (1994). As the Report claimd)( "Part of the explanation, then, for Africaisappointing
aggregate growth is the lack of sustained reforhanfailure of the reforms themselves. [...] Althbuadjustment
can work in Africa, the report recognizes thataihnot work miracles."

PRS programs were to be the operational basisdiocessional lending to low income countries amdi&bt relief
under the Heavily Indebted Poor Countries (HIPGjative. PRS papers are prepared by governmemtsidih
‘participatory’ processes involving national sta&lters and external development partners, includihg
International Financial Institutions, the WB ane ttMF. According to the World Bank, PRS programeist set
the macro-economic, structural and social politieg a country will pursue to promote broad basexivth and
reduce poverty.
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Hirschman did keep a strong interest in developir(@nst look at his bibliography). Simply, he did
not bother to argue with those who publicly clainiedeject the principle of development planning
and balanced-growth model but in practice kept adgm standard list of prescriptions, of 'one-
size-fits-all' development recipes that have prowewng or totally inadequate. Hirschman's
arguments against that approach fifty years laerains as valid as before and its enemies, today as
then, have not changed.

International donors are aligned with IMF and WBliges, which in turn represent the
dominant view leading the public discourse on dawelent issues. Development economists
wander in the field in search of truths that carlormer come from the policy debate and they are
thus reverting to methodology. The latest fashiam runder discussion is that edndomized
control trials (RCTs), under which empirical, experimental tesés be replicated and thus —
purportedly — generalized and scaled*tifhe reasons for the success of this method isitthass
been championed as a means of identifying "whaks/an development. Thus, interventions that
work in one place can be expected to work in amotBat RCTs test "mini" questions on a
deliberately limited scale. The only questions tla¢ amenable to being answered through
randomized trials are very narrow ones — since rxgatal testing requires strict control of all
conditions and variables. The method then idestifiea specific micro intervention works under
those limited conditions. This presumes not onbt tine results of such "micro” interventions are
substantially independent of the "macro” contexi, #lso that a focus on such interventions, as
opposed to those which reshape that context, iciemt to address a problem — poverty, for
example®* One consequence of this approach for developmesroenics is that the questions
asked by the discipline have now become much "smiallt is no longer a matter of which
alternative institutions, programs or economic geB are appropriate and what impact those may
have on social change and development. All thosestqpns are now being pushed to the
background, as what matters is whether we needriadb@d-nets for free or not and simple
guestions as that. Where have all the relevanttigmssgone under this "pianissimo” version of
development economics, as Reddy called it?

While the only questions that can be answered giraandomized trials are very narrow
ones — having to do with the responses of indiMgla households to a well-defined single
“treatment” — all the questions that arise in threecreeconomic context and many, if not most, of the
important questions that arise in a meso- or m@yoemic context, cannot possibly be answered in
such a way. Hirschman's empirical lantern remaiesy vmuch needed now that no general
principles are inspiring development researchemveldpment has become a "technical" issue,
simply and solely concerning changing in patterfidivang conditions (nourishing, dwelling,
clothing, transportation, etc.). This technocratefinition of development — in which change is
conceived of as being brought about by technicedrvention from above and relies upon the
knowledge of experts as to "what works" — is thevmwevailing view on development. This view
holds that expert knowledge, once arrived at dastin, can be applied in a modular form, making
it possible to replicate elsewhere because of ehamecal understanding of causal relations. The
presumption is that there are near-universal argerwhble empirical regularities underlying the
connection between ‘inputs’ and ‘outputs’, and ttEon corresponds to a narrow-minded
engineering approach to causation in social isstiesre is little room to take note of contextually
variable social relations and their complexity, a&ine the role of political factors that undermine
such a mechanistic image of society. How far hagegatten from the delicate intricacies of Albert

31 See, e.g. Banerjee and Duflo (2012) and, fortaue of the method, Deaton (2009).

32 As Reddy has argued, reviewing Banerjee and Buffiobk, "this is presumably (as it is not made ieitpbecause
of the existence of 'deep structural' causal unideipgs that are uniformly present. It is not sisimg that the
authors [using randomized trials] use concepts @aglthat of the policy “lever”: their epistemic fiawork is
modular, reductive, and mechanical" (2012).
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4. Development Policy Advice in the Field and Hirdzman's Lessons

Hirschman, himself an adviser, made the work ofsoftants a recurrent theme in his
writings, starting with his 1963ourneysbook. Later he adopted the expression “visitingrenist
syndrome” to criticize the tendency that speciafistsions had of issuing policy recommendations
based on supposedly universally valid economiccgplas, without taking into account the specific
social and cultural conditions prevailing in eaelgion or country. Policy counseling by (foreign)
experts was obviously seen, by Hirschman, as algmrebolving activity. Naturally, the issue was
whether foreign experts were neededaasigners— and thus not involved in national matterer
simply asexperts— knowledgeable people needed because of theollaekpertise in loco —. In
writing his Journeys which arose from his experience during a long ta Latin America (see
above), Hirschman asked whether the conditionstlier emergence of local problem-solving
capabilities were there or whether there was a rieedoreign expertise. He also questioned
whether the decision-makers would be able to malkeai whatever expertise was to be delivered
to them.

Policy advice is part of designing the right deyahent policy tools. The lack of development
in Latin American countries at the time of Hirschiisatrips was not to be attributed by him to the
absence of some "prerequisite”, as it would hawenleasy to do. In hiStrategy,he had already
emphasized the disorderly nature of the developipetess. He was interested in “how a society
can begin to move forwaras it is, in spite of what it is and because of wih&” (Strategy p.6,
emphasis in the original).

Yet, as there is often no perception of changemgaglace as a result of expert counseling,
Hirschman associated the visiting-economist synéromith the self-deprecatory attitudes he
criticized in Latin America. As he argued laterrtagn ubiquitous phenomena such as bottlenecks
and imbalances, in which Latin American saw theopraf their ineptness and inferiority were
inevitable concomitants and sometimes even uséfuuknts of development (Hirschman (1971,
p. 93)). Learning from past experiences was not Ead_atin Americans, who were all too ready to
issue blanket condemnations of their reality. Hirsan criticized the United States and
international institutions strongly influenced blyet United States for the fact that they were
convinced they owned the key to progress and dpueat for all those "backward" countries. And
thus he suggested to adopt what he cakéodrm-mongeringas an attitud& Reform-mongering
works by incremental gains and a problem-solvingtsgy>* As it has been pointed out, Hirschman
pictures development as the creation of instit@ioneans to bring potential resources to life. €her
is no predetermined "royal road" to this end; etheng depends on creative solutions applied to
concrete circumstances. Change is an actual pligsdnd it can find its way through unexpected
paths (ossibilisn). It does not come as a result of a unique andeusal prerequisite; rather, it
may emerge as a “blessing in disguise” (Hirschmaf71, p. 7)). The search fdridden
rationalitiesthus comes close to the operating mode ohttlieg hand

Up to a point, the Hiding Hand can help accelethte rate at which “mankind” engages

33 Meldolesi (1995, p.89) identifies the concept asating “the intermediate area of social transfdiomathat lies
between peaceful reform and revolution.”

A good government must be capable of promotingomamt changes and reforms in the institutionamfeavork.
Public decision-makers must be aware of the negesssuch reforms — which usually comes as a tegypopular
pressure — and must find ways to bring them owking definite actions on their behalf. It involvasspecial
combination of circumstances which demands of lalfgrs involved, including the ruling groups, agisposition
to bargain and the ability to deal with pressures.
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successfully in problem-solving: it takes up proideit thinks it can solve, finds they are
really more difficult than expected, but then, lgestuck with them, attacks willy-nilly the
unsuspected difficulties — and sometimes even sascérojects p. 14)

In defining the 'visiting-economist syndrome’, Khsan characterized the development
specialist as an "export product” manufacturedheyatdvanced countries in the West. This product,
typically, has some features. First, the advisedégply convinced that, given his profound
knowledge of economics, he can work out the corsetwtions to every problem that he faces.
Secondly, the country that appeals to his expefogks forward to his advice as to some
miraculous medicine that will work no matter howdbié tastes, and perhaps especially when it
tastes bad> Hirschman recognized that the foreign advisermmetence often derives not only
from the intrinsic merit of his counsels, but aléand perhaps mainly) from the strategic
connections that he might have in his home coutng yet, Hirschman knew that the foreign
adviser is often criticized because he wants taspkant the institutions of his own country to the
country he advises. His dream, however, is ofteenemore ambitious: he wants to endow the
foreign country with those ideal institutions theatist in his mind only, since he was unable to
persuade his own countrymen to adopt them (Hirsoh©@94, p. 135)).

The visiting economist, Hirschman pointed out, fieiw a scapegoat, which eventually affects
him with the 'syndrome’. The foreign adviser reeeithe blame for unpopular measures that the
government decides to taReAnd yet, there is no active learning from pastezigmce, which is
crucial for problem-solving. Foreign advisers beeoscapegoats and receive the blame no matter
how “wrong” their recommendations actually are. tBa other hand, by conceding themselves a
sort of immunity against the negative consequerafetheir decisions, they are incapable of
building on past experience.

As | have personally witnessed in more than tweelrs of advising work, things have often
taken that turn. Hirschman was well aware of thaireign missions should not issue policy
recommendations without a close examination of dbeial, political and economic conditions
prevailing in each country or region, he claimelde Btudy of particular cases allows the researcher
to depict more abstract, general features: “Immoargi the particular proved, as usual, essential fo
the catching of anything general, with the immerstatch ratio varying considerably from one
project to another.”"Hrojects(p.3)).

Hirschman never shared this attitude from the \m@ginning of his work in development,
when, for instance, he questioned the applicatmridtin America of the Keynesian policies
underlying the design of Marshall Plan for Europs femarked, also, by Bianchi, 2006). As we
said above, he realized that certain structuratacteristics of developing economies made the
prevailing economics analysis of his times andatds unfit and inappropriate.

Certainly, the discussion on the work of expertsl adlvisers has a lot to do with how

% As Bianchi (2006) remarked, Hirschman noted thatGolombia people tended to treat foreign expasgsa new

brand of magicians, while at the same time pousicayn on themselves by exclaiming “Aqui en el ttéfiacemos
todo al revés” (Here in the tropics we do everyghtiime other way around). However, he alerted foreidvisers of
the risk of taking such reactions too literally,they tended to do. Many Colombians did not acyuladlld such a
poor self-image. For at least some of them the gghimplied that, given their constraints, they nhiglell have
survived without foreign assistance, working out thigl and error a few principles of action thatdhactually
proven quite effective in their circumstances.”1p).

Hirschman further argued that history in geneaiat] nationalist historiography in particular, isely to be unkind
to the foreign adviser, who faces a high risk ofrfebnization”. He can easily begin to receive bldarevhatever
goes wrong, sparing the public decision makers ftbhe responsibility for unsuccessful decisions.rgetfiman
1992, p. 186)
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organizations work and how development assistamestructured in practice. The World Bank, for
instance, is a large organization, with a stafée¥eral thousand employees and consultants. Many
of them are economists. Some of them work in the R¢Bearch Department — the largest ensemble
of PhD in economics in the world, as someone saidnd yet, if one takes a typical Poverty
Reduction Strategy Paper (PRSP), not only dodsvays have the same structure, but it often has
the same content, too. What changes, dependingh®ncduntry, is the numbers — statistical
indicators — and the names. Sure, to make thingesuthe Bank has given instructions to its
Country Offices to do thing®cally: hiring a team of local experts, collect localajdiave experts
embedded in the government offices, possibly atdpedevel. These teams are usually trained for
some time in Washington where they learn what [y thave to perform. And they learn their
manuals. Then they go back to their country angNépthe recipe, by formulating a "nationally-
owned" PRSP. To make things more sophisticated; #mm at having the government not only
approve the document but wholeheartedly endorspodsibly after "a consultation process that
involves civil society".

There is a whole culture in the development assistavorld — with its language, its jargon,
its buzzwords and fuzz-words, its themes and "&lse on which | will not elaborafé.What is
important to notice, here, is that there has bestamdardization of practicethat corresponds to
the logic of the 'one-size-fits-all' policy pregation list and very little room for learning. No
learning from experience, no historical memory. Elepment strategies forget nothing and learn
nothing, every time starting from scratch. It i4 sBo much that a development strategy should not
have a 'poverty profile’, an analysis of the macooemic conditions and the institutional setting.
Obviously it should. It is the way things are imiested, what reasons are given, that is often
preposterous. Is the rate of enroliment in elenrgrgaahool low? There can be many reasons: too
few schools; schools are far to reach; there ipuldic transportation; children are discriminated
and cannot go to school, even if their families wan children do no go to school because their
parents want them to help with the family farm;etéca. Analyses are rarely taken to that degree of
refinement. And maybe, the problem in the end & the language taught in the school is not the
right one... There are assumptions that are comlplabhwarranted and yet they are always present.
What is ‘civil society'? What are 'civil societyganizations'? Obviously there must be some, say the
World Bank functionaries!

All of these issues surface in the advisory woiktipularly when big organizations, like the
WB or the various UN agencies, are present on tioengl. As a development advisor, when
working for a government, | have often found mysalithe middle of these confrontations: the
government on one hand and the "donors", typichtyaded by the WB, on the other. The
government has to respond to the WB requests — hwhisually represents the so-called
International Community, i.e. the collection of @orcountries in a recipient country — because
those requests are usually thenditio sine qua norloans and funds will not be disbursed.
Developing countries, typically, are always in ff@sition of needing money not so much because
they want to do something "new" but because thex ta satisfy some past obligation, a vicious
circle they can never get out of.

When | worked in Mozambique on the preparatory wbet was needed for the first draft of
the local PRSP in 1997, most of the work to be done was to get data right. The policy
prescription were already there, they just had e¢ocbnformed to the data (not the other way
around...). Three years later, Mozambique was @yréailed as a success story by the World Bank
in sub-Saharan Africa. The macro-economic data wgrestionable, poverty data had been

37 See a good reference in Cornwall and Eade (2010).
% In Portuguese called the PARPA, Plano de Accda pa&®educdo da Pobreza Absoluta.
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collected through a large country-wide survey amolwsed the dire conditions of the population in
the country. Yet, therojectedmacro-data were encouraging (there waseabdata available), and
so the PRSP went and the development "strategy"appeoved. The data had been generated in
Washington, and much of it was made of informedeStimates”.

In the case of Mozambique, like many other cousjr@erall comprehensive development
strategieshave been introduced and adopted as all-encompgagslity programs covering almost
all sectors of society, from the economy to edwcatand health, from land to roads and
transportation. Under thegida of World Bank sponsored market-friendly initiatsven all fields,
these programs have come to embrace all possitiensadn the public and the private sphere
targeted to 'development’. Such programs, withr thigihtening resemblance to soviet-style five-
year plans, have become the favorite creature afd\Bank Country Assistance Strategies (CAS)
and their executive®. Everything is, obviously, market-friendly, possibliberalized, free of State
intervention, targeted to exploit the market patdst favor private investment, particularly in the
form of foreign direct investment. And yet, evetiphcomes under the scrutiny of the very Visible
Hand of the Government, which acts as the operatiarm of the 'International Community’, i.e.
the World Bank and the donors. The funny thinghet for many countries such a daunting task of
designing an overall economic and social developrstrategy covering all areas of society had
never been even conceived before. It is all toanahtthat this would have required a lot of
expertisecoming from abroad. And this was not in the leagr thought to be at odd with the idea
that large-scale programs were to be banned, gswbeld be the way for the State to get too
involved.

In 2003, | was asked by the OXFAM representativd8asnia to help them coordinate the
civil-society consultative process for the PRSR thas being drafted and contribute with a critical
analysis of the document, with the aim of providguggestions and improvements. The draft PRSP
had a macro-economic section, a poverty 'profitel @ discussion of the main policy propositions.
The document had been evidently drafted by sep&gatas of experts, each working in a vacuum,
with very scarce and scattered data available. Wiaatstriking — beside the incredibly long list of
"priorities” — was the lack of connections betw#am macro section and the analysis of poverty and
living conditions. Obviously, the importance givéa macroeconomic issues within poverty
reduction strategies stemmed from the convicti@ gctonomic growth is argualtlye single most
important factor influencing poverty, and macroemoic stability is essential for high and
sustainable rates of growth. Hence macroeconoralalisy was identified as a key component of
the poverty reduction strategy for the country. ®as this the case? There was no such evidence in
the poverty profile. The problems of Bosnia andzegovina, after the ruinous war that had taken
the country apart between 1992 and 1995, originatedhe first place from the precarious
institutional setting that, after the Dayton Agresis, had frozen the partition that had been
imposed on the country by the warring parties. Obsiy, there were economic and social issues
that were structural, dating back to the Yugoslaarg, but those had only been exacerbated by the
war, the "ethnic cleansing”, population displacemand migration, destruction of the country
infrastructure and the fragile political settlemeadmplicated by an overwhelming presence of
international agencies and actors.

The country had a monetary authority that was hédae a foreigner, with an artificial
currency tied to the Euro. So it had no monetaficpoThe foreign debt contracted before the war
had not been scrapped and the further debt add#dtebyar and reconstruction was to be managed
by a 'State’ government under the direct supervisibthe High Representative — the de facto

39 All major donors — like the US or the UK — havelsistrategies, including the European Commissiom largest
foreign aid donor.



22

governing authority 2° No debt renegotiation was ever envisaged. The OXReport, in the end,
was quite critical, with statements like: "If ecomic growth is going to be associated with
distributional effects that will have a greater sapon poverty, then policies such as land tenure
reform, pro-poor public expenditure and measuremtoease poor people’s access to financial
markets will also have to be taken into accounThé macroeconomic and fiscal framework
designed for Bosnia in the PRSP does not explietlyisage policies aimed at insulate the poor
against shocks." There was no research on the caigeoverty, its link with macro and fiscal
policy, no analysis of the possible social effaftpolicies? "Most of the 'key requirements' listed
in the paper appear to be more like wishes ratieer actual policy prescriptions.”

When | presented the main results of our analysig ¢athering of policy officials and WB
representatives there was an uproar. In as mutheasxperts that had been recruited to draft the
document were Bosnians, the document had all theousness, the dreary ready-made flavor of a
desk-based study duly done by some graduate studeapproximate English. It was certainly
"owned" by the Bosnians but there was no room fiticism or improvements. | was then invited
by the WB Country Representative — a nice Ameriedlow — to his office and for a whole day |
was questioned and we discussed, together withichisg enraged experts, why in the world | had
been critical and | was not understanding how ngaiid the Bank was bringing to the courffry.

Some five years later | went back to Bosnia to warthe Prime Minister's Office for the new
Development Strategy. It was a much better settintly a team of local young motivated experts.
But the framework had not changed, their expectgdut was to be on the same lines and drafted
in the same vein as the previous one. The sameofisssues to address, the same list of
prescriptions. Forget nothing and learn nothinger€hwas something we could contribute: to get
the data right, at least, in order to be able toths right questions, if anybody bothered to do so
And that's what we did, with a large-scale natiadevhousehold survey on poverty and living
conditions, carried on by the local statisticalia#s with our assistance. A job that was properly
done, effectively owned by the locals, who werethe end proud of it. But the development
strategy, to be approved eventually in Washingtiith,not change that much neither in aim nor in
scope. A pity.

In 2013, | was asked to contribute to the PRSPtidafin Sierra Leone (now called a
'development strategy'). My job was to help desigret of indicators to monitor the progress of the
program in all areas. The plan, as usual, hadidlskof provisions, vaguely specified, generically
addressing all kinds of issues. The bottom-line,wase again, to favor economic growth in order
to reduce poverty. | had already been in Sierrankeaa 2009, when | had eventually met with the
Minister of Finance and the President himself. Hbmeople surrounded by sharks, self-interested
functionaries and motivated experts. The Head efStatistics Office had been ousted because he
did not want to comply with some requests thattoadb, in the end, with how policies would look.
The chief maneuvering was now done by the Deputyidteér and a young technocrat who had
taken the job of the old wise finance Minister. @&wf young sharp fellows paid by Tony Blair's

0" Himself with a 'visiting-expert syndrome' readytase the blame.

*1 The draft PRSP claimed that the basic cause ofjéineral increase of poverty was “to be found @ ithpact of
transition, which causes an immediate rise in ureympent rates, emigration and corruption, as weslltlae
disruption of the social security system when inisst needed”. That was all.

One day | was summoned by the Government reprsentin the team that had drafted the PRSP (and ma
author), a man who stroke me for his shallow ecanocknowledge, for an interview. | was questionedaim
inquisitive manner in a large room where | haditcs one side of a wide table and he was sittintha other,
flanked by two women who did not introduce themsslv also remember that a friend of mine, who thasHead

of the Civil Service Agency, told me that that sap@son had told him that they were prepared toy dea
permission to enter the country as "an enemy oBthgnian people". It all sounded so "soviet"!
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Africa Governance Initiative (AGI) were advisingetiMinister, working in his office, spin doctors
for his humble staff.

In my task, | was not able to wodkrectly with the Minister's staff, but | could only accdke

AGI experts who told me that all they were doingsWi assist the country and the Minister" as
they had "no personal interest at stake". In tte before | could even think of what indicators for
what actions, | had to identify what actions weos$bly needed. | thus had to go to the various
Ministries and Departments and collect data andrimétion on their policy preferences. The whole
plan had been drafted on paper, as a desk-stutly, nei feedback whatsoever from the Offices
down the line. If that was to be the Governmenhptavned by the whole Government, it certainly
needed not just their feedbacks, it needed theiroyal and ownership.

The plan was in bad need of fixes of all sorts. €otiyes and expected outcomes were
vaguely defined, target indicators for outputs wew specified. Most importantly, the policy
objectives for each sectors were defined only im$eof "improvements” and no priority objective
was identified — there were actually 211 in all'With a couple of colleagues from the Minister's
staff, | was able to interview functionaries ang wfficials at all levels. Sierra Leone is a small
country with a recent history of atrocities whosmars are still very much alive. Yet, it has
traditions, a history of knowledge disseminationd aeducation building, like other African
countries. Freetown had been hailed as "the Atloénd/est Africa” in the initial colonial times,
because of its schools and universities, befoneesjacame to disembody the soul of a country of
diverse cultures. | was certainly not knowledgeablany of that, not @onnoisseuiin any sense,
the only expertise | had was a technical and raspecific one. And | had Alberto Otto in mind
who, | always thought, was someone who does noktbi himself as an expert, but, rather, wants
to learn from his interlocutof$. “Hirschman was profoundly interested in what peoplready
knew (and sometimes could not act on) and on whay twwanted to do. In the design and
implementation of a plan, this required a carefssemsment of the particular circumstances to
which the plan would apply. | tried to do the san(Bianchi, 2006, p. 12).

Hirschman argued thaadvisers should not blindly count on general principles, alde
recommendations and prescriptions. Rather, thewldhohallenge their theoretical principles
against their practical "cases", carrying an "emgirlantern” in their "visits to the patient."
(Hirschman (1984, p. 93)). In Sierra Leone | brautftat empirical lantern with me, the same
lantern | carried since | had learned to use itwénking in developing countries as an 'experg, th
best lesson that | had learned from Hirschman, ¢plmas always been: "to understand better their
patterns of action, rather than assume from theebuhat they could only be 'developed’ by
importing a set of techniques they knew nothinguaigHirschman (1984, p. 91)).

In the recent years, associated with the discussioaid effectiveness, a growing literature
has questioned the role of experts and technisa$tasce. The most provocative contribution, in
that sense, is probably William Easterly's latesily entitledThe Tiranny of Expert2013). The
book raises many arguments, the most importantggtbeing that "the Western focus on material
suffering of the world's poor has all too often @at the cost of neglecting the rights of the poor"
What | would like to mention here is Easterly'smi@bout experts. "Over the last century, poverty
has largely been viewed as a technical problemrtieely requires the right 'technical' solutions.
Yet all too often, experts recommend solutions fhkatmmediate problems without addressing the
political oppression that created the problemshmnfirst place”. | believe that the whole thesis of
the book is somewhat naive. Even though the emploasindividual rights is appropriate, claiming
that underdevelopment is the result of authoritamegimes and the lack of rights is just too

43 As Tendler, who had worked with him in Brazil, niened (recounted in Bianchi, 2006, p. 12).
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simplistic, or narrow-sighted. True, many Africamda post-colonial countries have suffered
authoritarian rulers, but that was certainly na ¢imly and maybe not even the main reason for their
backwardness.

Easterly's approach is indicative of a tendency mmsome 'progressive’ economists and,
more generally, shows how economists, to a goodededook at the problems of the world.
Easterly's book is full of detailed episodes, histd facts, news pieces taken from newspapers or
even from history books. And vyet, it lacks a profstorical backgroundto put things in
perspective. Claiming that the recent problems \ithiopian farmers have to do with Meles
Zenawi authoritarian rule is certainly correct lmtomplete, to say the least. Were they better off
under Menghistu? That's out of the question, wespree, as he was a dictator, a communist
dictator! Were they better off under Haile Sela®sibere are serious reasons to doubt it, as he was,
purportedly, an Emperor directly appointed by Glzdit because they have never had a proper
democrac® But hen, how many "democratic" countries livedine poverty conditions? Was
Ethiopia, as many other African countries, neveicteed by industrialization or economic progress
just becausef their authoritarian rulers while there were @iteds of potential entrepreneurs there
ready to start a factory or a private business? tVdbaut social and human capital, the cultural
milieu, and all that it takes to get an economyng®i The argument will take us too far. True, it has
been shown that democracy and civil and human aglareness together do contribute to a big
leap towards the preconditions for development. fet] in as much as they (might) be necessary
conditions they are not sufficient.

One of the arguments all through Easterly's bodhkas State intervention, by interfering with
individual rights and private initiative, almost dgfinition tends to be authoritarian and, therefor
bad. History is turned on its head. Democratic traents are themselves the results of a certain
social (and economic) progress. Concepts like tsiglprivate initiative', ‘democratic institutions
'State’, and so on, have a prediggorical meaning, which depends on the context and the epoch
The whole discussion on 'backwardness’, from Gerdalon on, is missing from Easterly's picture,
even in the background of his arguments. Likewisany of his points are tdbain, as they lack that
deep conceptualization and historical perspectisasterly's main argument, in the end, is that
Governments are authoritarian because they haveotler to buy the expertise that allows them to
exploit their people, to extract wealth from theuntries they rule and maintain inequality and
oppression. And experts who work for them are douting to the perpetuation of the tyranny —
and this would explain why it is "a tyranny of teeperts” —. The West connives with the "Rest" this
way, by protecting its own interests thanks to é¢fiees that in the various developing countries
accept that exchange. | believe this is noegplanationof underdevelopment, backwardness, and
lack of progress. Nor of why some nations and aoesare ultimately poorer than others. There is
no historical complexity in Easterly's approach, awareness of the subtlety of the threads of
history, all of which makes his arguments too waakl untenable. Easterly does criticize, as did
Hirschman, experts' lack of historical and emplrigarspective. And yet, by willy-nilly putting
easy blame on ‘authoritarianism” he himself reduttes analysis and does not make use of the
"lantern” sufficiently. Apparently, Easterly shodldve read Hirschman. Or, if he did, he forgot him.
How far we have got from the 'visiting-economistdgome'!

For all the advisers that | have myself met — wike, Hirschman would say, often wanted to
"épatef the native with the latest policy gadgélourneys,p. 119) — and just served the
international agency that would pay them well to tleir ‘technical' job without caring about
complexities and consequences, there are othersvahted to do the job in earnest, 'transfer their
knowledge', help and contribute. Being an exped gteveloping country often leads to a sense of
belonging, if one cares, if one is interested mpleople and the country. That ‘malady of beloriging
is also frequent, almost as often as the visitixygeet syndrome. And one would end up siding with
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the locals and justifying all kinds of mistakes smmderstandings and even misdeeds. And then, a
report would come from Washington announcing a e&pert mission for checking progress and
negotiating the next actions. Once more, the foregperts would land in a distant airport in
whatever country they were sent to and would da fbb of reminding the locals to stick to the
prescribed policies. And negotiations would theraiagdrag on to show why things had not
progressed the way they were supposed to.

5. Conclusions

After more than half a century, the reflections Adbert O. Hirschman on development
assistance, the role of consultant 'experts' ivighog policy advice and the 'visiting economist's
syndrome' are still very current. In as much ast¢himan argued against all-encompassing policy
frameworks, overall development plans and universadlels, ‘one-size-fits-all' models abstracting
from the local, historical, geographic and instdnal conditions have remained the prevailing
modus operandi of international development agsreiel governments in development assistance.
In spite of Paul Krugman's criticism of Hirschmala'sk of a mathematically-consistent approach in
favor of an ad hoc pragmatism, Hirschman's avoidanicassuming a toy model to deal with
practical issues and the specificities of develapmmoblems in different countries — while still
using rigorous and detailed analysis— appears anlsdtitude of enormous relevance even today.

The last fifty years or so have witnessed the acpursuit of a paradigm that, sidelining
Hirschman's unorthodox approach, has confirmedcHman's statement that we have ‘forgotten
nothing and learned nothing. While various Hirschraa concepts and some of his famous
parables have left an enduring mark on econonpstspectives, his 'unbalanced-growth' has been
dismissed on ineffectual grounds, while his 'engpirilantern’ has been derided and abandoned.
Nonetheless, three main lessons from Hirschmanesativcontribution remain: his critique of
development models and his approach to developrhenémphasis on the importance of local and
historical conditions; his empiricism and his vieiwthe experience on the ground.

1. Large-scale development models were rejected anget, Hirschman's critique is as
current as ever.While the rejection of large-scale macro modeldhef heydays of development
theory had been due to the monetarist revoluti@htha economic policy wave that had led to the
neoliberal approaches characterizing the 'Washingtmsensus' — more market and less State —,
development assistance has remained firmly enteghai the principles of balanced growth, all-
encompassing liberalizing market-oriented policyjomas and diffused marketization with an
increasingly limited role for the State. Developmeassistance approaches have maintained a
standard list of prescriptions — the same for alintries —, policy-reform recipes for all sectors,
social, institutional and even political objectivesder the justification that 'everything depends
everything'.

The rejection of the approach to development basetihe idea of developmeplanninghad
ideological, analytical and methodological reastimst brought on the decline afevelopment
economicsaltogether. The possibility of giving the Statgoraminent and central role ultimately
undermined that development approach. Howeverchiinan's view of development was rejected
for reasons that have more to do with Hirschmaersime inspiration — that of a planner that tries
to look for the best solution at hand for the sfie@ase he is dealing with — than with his policy
prescriptions. Hishidden rationalities his induction mechanismsvould call for planned State
intervention to support. But that kind of intervientis no longer on the development agenda.

As Hirschman showed, the best way to assure thetoam process has some internal — i.e.
domestic — motivation, is is not to start it, batfind it. He questioned tHaissez-fairedoctrine in
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economics, which assumes that public decision-ngaisnn average of poorer quality than private
decision-making. Hirschman did not develop a modetheory of economic development. He
proposed a 'method' to tackle specific problemsnleyans of specific policy actions. He argued in
favor of an 'unbalanced' approach, pointing out gwicy actions should try to focus on what's
most promising and elicit the best out of it, exijophgy the rationalities hidden behind the normality
of practices and then taking advantage of the baatkand forward linkages to come.

Rather than anodel,Hirschman has bestowedcarpusof ideas, concepts and formulations
on development, with a variety of propositions artdrpretations. The principle of timeding hand
a metaphor in the vein of Smith's invisible haneferring to Weber's concept of unintended
consequences of human action, was at the basis oesiljle hidden rationalities Also,
disequilibriumis bound to be an intentional result of develophpaiicy, and the balance can only
be restored through pressures, incentives and dsiops. The efficient path toward economic
development can be attained if a country finds temis for bottlenecks and shortages of skills,
facilities, services, and products. In other worltigre is no 'one-size-fits-all' solution, and gver
country and every situation is different. Hirschnaamitted that the emphasis he had put on the
importance and creative virtue attributed to pressuensions, and disequilibrium would generate a
certain uneasiness. And he conceded that the resptm such situations might at times be
destructive. But this does not imply that such items should be undesirable and should not occur.
The positive relation between development andehsions it creates can be exploited by extending
technical assistance and policy advice to undetdped countries, that was Hirschman's view.

If Hirschman's unbalanced-growth was not takendartin the development agenda, it was
because 'one-size-fits-all' models abstracting fthenlocal, historical, geographic and institutiona
conditions remained the prevailing modus operarfdinternational development agencies and
governments in development assistance. Developassistance emptied development policies of
their potentially "progressive” and effective cantteby designing negotiated (imposed) plans and
attaching all kind of conditions that developinguotry governments had to meet in order for the
programs to be funded and supported.

2. The importance of the local and historical condions. Hirschman was well aware of
how chaotic and uneven the development procesbeaHe was interested in “how a society can
begin to move forwards it is, in spite of what it is and because of wh&” (Strategy,p. 6). The
lack of historical background and contextualizatioartainly contributed to the failure of
development models practice But then, 'mainstream’ approaches to developménth in theory
and in practice — have continued to be made ofgmiegmed list of requirements and prescriptions,
whatever the country and the conditions. The ppiesi of development planning and balanced-
growth models were publicly rejected but in praetidevelopment strategies kept resorting to
standard lists of prescriptions or 'one-size-fltsegevelopment recipes that proved wrong or tgtall
inadequate. Hirschman's arguments against thabagipififty years later remains as valid as before
and its enemies, today as then, have not changed.

We should be ready to look at widher ways to developmearte still tried around the world.
If we developed a given way, that was the fundamensable from Hirschman, it does not mean
that othershave todevelop the same way. And besides, they shouldblegeta learn from us (and
our mistakes). The performance of many developmgntries in the last fifty years or so has not
been dismaying because of the adoption of wrongcips| nor was it because of the wrong
implementation of otherwise good policies. Thehrigt that Hirschman's reflections on the need to
learn from past mistakes (and history) was not @a&an into consideration and the vicious circle
of bad policies, more aid and more debt kept Spigah.

Development economics has become a vanishing dmsgiplost in the meanders of
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"practical" applications to be explained and "enggirwith no theory". It has been subsumed by
economic growth theory and lost almost all of & disciplinary content and contamination from

other disciplines. However, economists concerneith Wevelopment issues should focus on the
general context in which economic decisions are endldat's Hirschman's lesson. There exists
structural characteristics of underdeveloped ecoe®rthat make orthodox analysis inapplicable
and misleading. He never endorsed the idea thdidbie job of a social scientist is to discover and
stress regularities, stable relationships, unif@eguences, and so forth. He relied on direct
observation — visiting projects, listening to pegpieeting with government officials — and on

historical analysis of relevant institutions.

Lesson 3. Hirschman's empirical lantern remains ver much needed now that no general
principles are inspiring development researchersDevelopment has become a "technical" issue,
simply and solely concerning changing in patterfidivang conditions (nourishing, dwelling,
clothing, transportation, etc.). This technocratefinition of development — in which change is
conceived of as being brought about by technicirvention from above and relies upon the
knowledge of experts as to "what works" — is thevrmpwevailing view on development. This view
holds that expert knowledge can be applied in aul@diorm, making it possible to replicate
elsewhere because of a mechanical understandicgustl relations. The presumption is that there
are near-universal and observable empirical reigigisunderlying the connection between ‘inputs’
and 'outputs’, and this notion corresponds to eonaminded engineering approach to causation in
social issues. No consideration of contextuallyialde social relations and their complexity or of
the role of political factors that might undermswech a mechanistic image of society.

The visiting economist, as Hirschman pointed ositpften a scapegoat, which eventually
affects him with the 'syndrome’. The foreign advigeeives the blame for unpopular measures that
the government decides to take. And yet, thereiagative learning from past experience, which is
fundamental if we aim at solving problems. Foregglvisers become scapegoats, no matter what
recommendations they make, and, by not sufferimgntbgative consequences of their decisions,
they cannot learn from their past mistakes.

Hirschman was someone who never thought of hineselhn expert, but, rather, wanted to
learn from his interlocutors. He was profoundlyensisted in what people already knew (and
sometimes could not act on) and on what they watatetb. In the design and implementation of a
plan, this required a careful assessment of thBcpkar circumstances to which the plan would
apply. Thus, the lessons of Hirschman's consuéiaperience in the tropics have left a legacy that
goes beyond his prescriptions: we can see it dslaspphy, a conception of the world, a guiding
sets of principles that survives time. From thdterness where Hirschman led his followers, it is
only by re-igniting that empirical lantern that wan wisely contribute to the 'development’ of
others as savvy and informed 'experts'. The legaéybert Hirschman, and his lessons, in spite of
the changes occurred in the discipline and in tleldveconomy, have endured a life beyond
expectations. One above all: the importance ofniagt of not taking anything for granted and
forever, of venturing into uncharted territorieskabwledge to gain from experience.
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