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Albert O. Hirschman, The Strategy of Eco-
nomic Development, Yale University Press,
1958, Pp. xiii+217.
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In this form, the balanced growth theory is essentially

an exercise in retrospective comparative statics. If we

look at an economy that has experienced growth at two

different points in time, we will of, course find that a

great many parts of it have pushed ahead : industry and

agriculture, capital goods and consumer goods industries,

cars on the road and highway mileage—each at its own

average annual rate of increase, But surely the indivi-

dual components of the economy will not actually have

grown at these rates throughout the period under re- ‘
view. Just as on the demand side the market can absorb

“unbalanced” advances in output because of cost-reduc-

ing innovations, new products, and import substitution,

so we can have isolated forward thrusts on the supply
side as inputs are redistributed among users through

price changes, and at the cost of some temporary short-
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ages and disequilibria in the balance of payments ot
elsewhere, In fact development has of course proceeded

in this way, with growth being communicated from the

leading sectors of the economy to the followers, from

one industry to another, from one firm to another. In
other words, the balanced growth that is revealed by
the two still photographs taken at two different points
in time is the end result of a series of uneven advances
of one sector followed by the catching-up of other sectors.
If the catching-up overreaches its goal, as it often does,
then the stage is set for further advances elsewhere. The
advantage of this kind of seesaw advance over “ balanced
growth,” where every activity expands perfectly in step
with every other, is that it leaves considerable scope to

induced investment decisions and therefore economizes

" our principal scarce resource, namely, genuine decision-

making. (pp. 62—63)
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This definition makes induced investment look very
much like the multiplier: each investment is conceived
as inducing a series of subsequent investments and there
is an element of convergence as the “ output ” of external
economies diminishes at each step. This, however, does
not necessarily mean that the investments themselves
converge ; there is no rigid connection between the size
of an investment and its net * input ” of external econo-
mies, although some association between these two
magnitudes may be expected to exist. (p. 71)
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In fact, much of the recént economic history of some
rapidly developing countries can be written in terms of
industrialization working its way backward from the
“final touches” stage to domestic production of inter-
mediate, and finally to that of basic, industrial materials.
In this way, industrialization has even proven to be a

powerful stimulus to ‘the development of agriculture. (p.
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