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 BOOK REVIEW FEATURE: THREE REVIEWS OF
 ONE ECONOMICS, MANY RECIPES: GLOBALIZATION,

 INSTITUTIONS AND ECONOMIC GROWTH

 By RODRIK (DANI). (Princeton, NJ: Princeton University Press: 2008. Pp. 280. ?19.95,
 cloth. ISBN: 978-0-691-12951-8)

 Review 1: Orthodox Heterodoxy

 Few people have had as much impact on our thinking about comparative development
 as Dani Rodrik has. Starting out mostly as a trade theorist, he made seminal contri
 butions to the political economy of growth and reform, before more recently focusing
 in on a related set of topics whose main feature is a 'heterodox' interpretation of the
 comparative growth experience. One Economics, Many Recipes collects an inter-related set
 of essays which lays out this interpretation and what he sees as its policy implications.
 The book is passionate and lucid and I was reminded of Karl Marx's famous remark
 'the point is not to understand the world, but to change it'. I think Dani would agree.
 This heterodoxy was first sensed by the profession in his sustained empirical attack

 on the shibboleth that free trade and economic openness had an important causal role
 to play in stimulating economic growth. His ideas developed with his critique of the
 'Washington consensus' approach to policy reform in developing countries. More than
 anyone, I think he was responsible for undermining the highly simplistic interpreta
 tions of the post-war growth experience which were so dominant during the 1980s,
 particularly during the period when Anne Krueger and Deepak Lal exerted such
 influence at the World Bank. Though he built on work by non-economists, such as
 Alice Amsden, Chalmers Johnson and Robert Wade, he saw that one did not need to
 reject economic principles to understand what had gone on, and it was this which gave
 his work such impact in economics. Time and time again he not only kept reminding
 us of how inconvenient the facts were but he also held on to the baby. While Amsden,
 for instance, saw the argument that South Korea had grown rich by 'getting the prices
 wrong', as a critical blow to the coherence of economic theory, Dani Rodrik pointed
 out that in an economy with many distortions it was good economics to deviate from
 market prices to shadow prices.

 His target was an interpretation of the growth experience which emanated both from
 the World Bank but also from the flowering of empirical work on growth which began
 in the economics profession from the late 1980s. This suggested that 'distortions' or
 'deviations' from a highly simplified notion of what an efficient free market economy
 looked like, was sufficient to explain comparative development. For example, East
 Asian countries were praised for being open and Sub-Saharan African countries castig
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 ated for being closed. It was all really simple, except that it was not. Yes, East Asian
 countries such as South Korea and Taiwan aggressively integrated into world markets
 and their development experience was powered by exports but these countries also
 featured government policies and institutions which deviated radically from those
 found in economics textbooks. In Chapter 1 of One Economics, Many Recipes Dani makes
 these points through the use of a 'Martian experiment'. If a Martian came to earth
 armed with an economics textbook, would he have been able to predict that South
 Korea and Taiwan would have been so successful. He argues that they would not
 because while growth requires well known principles - protection of property rights,
 contract enforcement, sound money - and we can say that good institutions are those
 that deliver these principles 'there is no unique correspondence between the functions
 that good institutions perform and the form such institutions take' (p. 15). Economists
 had fallen into the mistake of thinking that there was only one way to guarantee secure
 property rights or incentives and were able to explain the facts only by a highly selective
 use of evidence.
 The book paints a picture of underdevelopment which suggests that it is the

 consequence of a web of markets failures and distortions which impede enterprise,
 incentives and the efficient allocation of resources. In addition, this economy is
 embedded within a political and social system with its own peculiarities and institu
 tions. The result of this is that there is no such thing as best practice policies. For one
 thing, since each country will have different market failures what stops growth in one
 country may be irrelevant in another. In essence they have different 'binding con
 straints', to use the language introduced in his influential paper with Ricardo
 Hausmann and Andres Velasco which appears as Chapter 2 of this book. The
 approach of growth diagnostics builds on the second main point of Chapter 1, that
 igniting growth 'generally requires a limited range of (often unconventional)
 reforms' (p. 16) after which sustaining growth may necessitate greater institutional
 transformation. Nevertheless, even here 'the process through which countries acquire
 "good" institutions is typically quite idiosyncratic and context specific. Luck plays an
 important role, as does human agency' (p. 188). The point of growth diagnostics
 then is to build an algorithm to find a way through the morass of idiosyncratic factors
 and market failures and develop a systematic way of figuring out what to do to initiate
 growth.
 Who is it that will be finding the way and using the algorithm? Here Dani Rodrik

 places great faith in the role of governments and the ubiquitous 'reformers' who
 appear throughout the book aided by economists. Indeed, the book starts with the
 sentence: 'On a visit to a small Latin American country ... my colleagues and I paid a
 visit to the minister of finance [who] listed all the reforms that they had undertaken.'
 This tale immediately introduces the reforming minister of finance aided by his
 economists. The only problem, as we quickly learn, is that he has been provided with
 the wrong theory, presumably by an earlier generation of economists. The faith in
 governments and economic advice or at least what he sees as new and improved
 economic advice, show that the heterodoxy which Dani Rodrik proposes is in fact
 curiously orthodox. This is because it follows squarely in the public finance tradition
 going back to the 1950s and 1960s which first proposed an explanation for under
 development, and then proposed interventions to solve it. The nature of the diagnosis
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 changed over time, which of course led to different policy proposals but the conceptual
 approach that Rodrik proposes is in this sense deeply conventional. Indeed, we are
 more or less back full circle to the 1950s since most development advice then rested on
 the hypothesis that the world was full of market failures that needed to be solved by
 benevolent governments. This may look heterodox from the point of view of the
 Washington Consensus but it is really the sort of thing that economists feel comfortable
 with. Though he points out that economists do not have a good track record in actually
 promoting development, he believes that finally we can get it right.
 Of course we all like to believe that our ideas are right and we improved on previous
 theories. I am as guilty of this as anyone. Moreover, since we will never fully understand
 the economy, we will always be forced to give policy advice based on an incomplete
 comprehension. My main concern is that while Dani Rodrik's conclusions follow from a
 powerful critique of part of the conventional wisdom, like the wisdom he attacks, it
 leaves aside many other uncomfortable things that the development experience has
 taught us.
 At this point I think we also need to recognise that the orthodoxy that Rodrik so

 successfully challenged did not come completely out of the blue or only from the
 drawer of Milton Friedman. It arose because of a recognition that the attempt to
 promote economic growth through state intervention that one saw in many developing
 countries after the 1950s was not a success. Yes the state intervened in South Korea and
 Taiwan but it also did so in North Korea and Ghana, with quite different results. One
 conclusion might be that states always intervene but what we do not know is when this
 promotes economic development and when not. This is not an issue raised in the book.
 Indeed, Rodrik is very candid in stating that he believes that the world is full of
 potential Pareto improvements and that 'The role of economists is to point those out,
 while that of political leaders is to engineer the bargains that will allow them to be
 picked up' (p. 4). I am worried that nobody has told the politicians about this. Of
 course economists do not usually care about politicians and one sees here the philo
 sophy underlying much of classical normative economics, public finance and the MIT
 Poverty Action Lab. Unfortunately, it flies in the face of quite a lot of what we know
 about development experience and the behaviour of governments, not just over the
 past 50 years but over the past 500 years and maybe the last 5,000 years.

 The idea that each country is poor because it has lots of market failures which tend to
 be different across countries seems to leave us without a way of explaining the big
 systematic patterns we see in the world. Take the Americas. If we make a ranking today
 from the richest to the poorest countries in the Americas and go back 100 years, we will
 find the ranking almost exactly the same. The US and Canada will be at the top,

 Argentina after them, Mexico in the middle, Guatemala, Paraguay and Haiti at the
 bottom. If we looked at the institutions of these countries, say the security of property
 rights or the extent of democracy, we would come up with a pretty similar ranking. How
 can that be? Though Rodrik dismisses (p. 186) the notion that colonialism explains
 institutional variation like this, he does not suggest what does. Now consider Sub
 Saharan Africa. Maybe every African country is poor for a different reason but if so it
 seems hard to explain how so many of them followed very similar political and
 economic trajectories after independence. Indeed, the disastrous development experi
 ence of Sub-Saharan Africa is more or less attributed to an inability to cope with adverse
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 economic shocks in the 1970s. Hence the behaviour of African dictators such as Amin,
 Banda, Bokassa, Al Bashir, Habyarimana, Mobutu, Mugabe, Tubman and many more
 do not play a role in explaining why previous policies failed in Africa. For anyone
 tempted to believe this interpretation of the African development experience there are
 two useful antidotes, Tony Killick's brilliant book Development Economics in Action and
 Robert Bates' equally seminal Markets and States in Tropical Africa. These books explain
 why things went so wrong in Africa. Crucially, Killick's book does not show that the
 industrialisation policies implemented in Ghana in the 1960s were wrong in the sense
 that they could not have created rapid economic growth. What he shows is that there
 was no hope that they could do this in the political circumstances.
 Have the political circumstances in Africa changed? Consider Sierra Leone under
 the rule of the All People's Congress Party (APC) after 1967. Under the leadership of
 Siaka Stevens and Joseph Momoh, the APC abolished democracy and immiserised the
 people. Stevens, who apparently without irony liked to quote a Krio aphorism 'The cow
 eats where it is tethered' built up a huge personal fortune based on diamonds and
 monopoly rents. Casual empiricism suggests that barely any public goods were provided
 in the country in the 40 years prior to 2002. After coming to power in 1967, Stevens
 famously pulled up the railway to Bo, Kenema and Pendembu and sold off all the track
 and rolling stock to make the change as irreversible as possible. Though interpretations
 of this event differ, a salient one is that he did this to isolate Mendeland which was the
 heartland of the opposition Sierra Leone People's Party (SLPP) (Abraham and Sesay,
 1993, p. 120; Richards, 1996, pp. 42-43; Davies, 2007, pp. 684-5). The roads fell to
 pieces and schools disintegrated. National television broadcasts stopped in 1987 when
 the transmitter was sold by the Minister of Information and in 1989 a radio tower which
 relayed radio signals outside Freetown fell down, ending transmissions outside the
 capital (Reno, 2003, p. 48). State institutions collapsed, creating a vacuum which was
 easily filled by the Revolutionary United Front (RUF) after 1991.
 Has the trauma of 40 years of economic collapse and the civil war made Sierra Leone
 ready for reform? I hope so but I am not optimistic. Last year the APC triumphantly
 returned to power in an election based on ethnic voting patterns strongly related to
 those of the 1960s.
 I agree that we have learned that government intervention can be a powerful tool to

 promote growth but we still do not understand the political circumstances that induce
 the politically powerful to make decisions which are in the interests of society. The
 main lesson of Douglass North's work on the emergence of modern economic growth
 was that Britain and the Netherlands had to experience political revolutions before
 they could undergo economic revolutions. I think the same is true today. The reason
 that the Washington Consensus failed in Latin America is not because the policies did
 not make sense but because they were implemented in a world of politics as usual
 (Acemoglu et al., 2008). Looking to East Asia, though Dani Rodrik describes the policy
 changes adopted in China under Deng Xiaoping after 1978 as 'small', China also had
 to undergo a political revolution to make those changes. The Gang of Four were
 defeated and Hua Guofeng sidelined after which Deng systematically purged the party
 of the old Maoists and supporters of the Cultural Revolution. This may not look like
 what happened in Britain in 1688 but it was a revolution nevertheless, and indeed quite
 a glorious one.
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 As Rodrik points out, the political economy approach has difficulty in generating
 policy advice, because it assumes that politicians are behaving optimally and it plays
 down what he regards as the important 'roles that serendipity and imperfect knowledge
 play in policy formation' (p. 4). The political economy approach has focused on
 developing a positive explanation of why the world looks the way it does and, for want
 of a better alternative, it has used a remorselessly rational model of political behaviour.
 This may change in the future as behavioural economics influences our understanding
 of politics as well. But this approach has nevertheless generated a quite compelling
 explanation of comparative development. It also suggests that the world is much harder
 to change than public finance economists believe. This may be unfortunate, but I think
 it explains why 50 years of good policy advice by economists has not triggered sustained
 growth. Rather, growth has happened when individual countries have endogenously
 moved to a new political equilibrium, like Britain after 1688 and China after 1978.

 I fully agree with Dani Rodrik that to give good policy advice we have to base policies
 on 'a full understanding of the context' (p. 5). It's just that I think the first part of that
 context we need to think about is the politics and when and how political incentives
 change. Without such an understanding I am worried that we really do not have a
 sound basis to give policy advice. Will economists ever take into account politics? Now
 that really would be heterodox!

 JAMES A. ROBINSON
 Harvard University

 References
 Abraham, Arthur and Sesay, Habib (1993). 'Regional politics and social service provision since indepen

 dence', in (C. Magbaily Fyle, ed.), The State and the Provision of Social Services in Sierra Leone since
 Independence, 1961?1991, Oxford: Codesaria.

 Acemoglu, Daron, Johnson, Simon, Querub?n, Pablo and Robinson, James A. (2008). 'When does policy
 reform work? The case of central bank independence', NBER Working Paper No. 14033.

 Davies, Victor A.B. (2007). 'Sierra Leone's economic growth performance, 1861-2000', in (Benno J. Ndulu
 et al, eds), The Political Economy of Growth in Africa, 1960-2000, Vol. 2, New York: Cambridge University
 Press.

 Reno, William (2003). 'Political networks in a failing state: the roots and future of violent conflict in Sierra
 Leone', IPG, vol. 2, pp. 44-66.

 Richards, Paul (1996). Fighting for the Rainforest: War, Youth and Resources in Sierra Leone, Oxford: James Currey.

 Review 2

 Many of us are familiar with the work of Dani Rodrik: through his academic articles, his
 interviews and writings in the popular press, and most recently his blog. And most of us
 are aware that Rodrik is nonconformist in his views, especially concerning the
 unqualified benefits of free trade. But why exactly does he take issue with free trade and
 how are the lessons that he draws from particular industries and countries shaped into
 general principles?

 An answer to the last question is contained in the preface to the book. There, Rodrik
 describes a class he teaches at the John F. Kennedy (JFK) School of Government at
 Harvard University, with graduate students eager to disentangle the mysteries of
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 economic development. We have all met this type of 'peace corps plus' individual (and
 I count several among my closest friends): they want to build on their prior develop
 ment experience; have the capability for advanced work in economics; and while they
 appreciate the theoretical structure, they are not satisfied to stop there. Rodrik has
 turned this classroom setting into a learning experience not only for the students but
 also for himself. Working with these students and colleagues who share a similar per
 spective, Rodrik tries to dig deep within the framework of neoclassical economics to
 find some lessons that can guide policy actions in developing countries.
 That is the motivation for many of the writings in the book and especially those in
 Part I, on 'Economic Growth'. One of these chapters previously appeared in the
 prestigious Handbook of Economic Growth, and two others appear in an edited volume by
 N. Serra and J. Stiglitz entitled The Washington Consensus Reconsidered: Towards a New
 Global Governance (Oxford University Press, 2008). That title says a lot about what to
 expect in these chapters and in the book overall.
 The first chapter contains a comparison of countries policies and their actual growth
 experiences with what we would expect from the 'Washington Consensus'. Foremost in
 this comparison are the high-performing Asian economies (South Korea, Taiwan and
 China) versus the Latin American countries. The former have seen exceptional growth
 with limited adherence to items in the consensus, while the latter have aggressively
 pursued policy reform but with mixed results. The comparison between these regions is
 familiar, of course, but the conclusions that Rodrik draws from it are not so familiar. He
 argues that adherence to the 'higher order' economic principles (such as property
 rights, sound money, fiscal solvency, market-oriented incentives) are 'common to all
 successful growth strategies' (p. 21). But 'there is only a weak correspondence between
 the higher order principles of neoclassical theory and the specific policy recommenda
 tions in the standard list' (p. 29).
 An example that he first uses in this chapter are the reforms in China, which did not
 follow the details of the Washington consensus but introduced policy innovations that
 worked well in that context while preserving incentives. These reforms included
 allowing farmers to sell surplus crops at market-determined prices; town and villages
 enterprises, which were a unique solution to the property rights issue; and the for
 mation of special economic zones, that allowed for limited free trade. It is certainly true
 that such reforms at the margin can create powerful incentives with less distributional
 consequences than full-scale reform; see Itoh and Kiyono (1987) for targeted export
 subsidies and Feenstra and Lewis (1991) and Facchini and Willmann (1999) for duty
 free trade zones. Rodrik also highlights the export-processing zones that were used
 successfully in Mauritius but he does not view these zones as a silver bullet that can
 necessarily be used elsewhere; rather, they require additional conditions to work, such
 as 'investible funds, export-oriented expertise, and market access abroad' (p. 28). Some
 expanded discussion on what factors limit other countries from pursuing such policies
 would have been useful here.
 The extent to which policies and their failures are specific to a country context
 comes through most clearly in the second chapter, on 'Growth Diagnostics'. Here
 Rodrik describes a process that I imagine him using in his JFK class, of identifying the
 'binding constraints' on economic activity and targeting the 'most binding constraint'
 for policy reform. As examples, Rodrik uses the differing cases of Brazil, Dominican
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 Republic and El Salvador. I had to read this chapter twice before really understanding
 the logic behind narrowing down a seemingly infinite array of potential problems to
 determine the 'most binding' constraint for each economy. I am persuaded that the
 process Rodrik outlines here works well for the JFK students in a semester-long course
 and makes for thought-provoking reading but I am not sure that the lessons learned
 will have the same lasting impact for one-time readers.
 The second part of the book deals with 'Institutions'. It starts with an unusually titled

 chapter on 'Industrial Policy for the Twenty-First Century', which is based on an
 unpublished paper written for the United Nations Industrial Development Organiza
 tion. As far as I can tell, Rodrik makes a case for industrial policy in developing
 countries that is similar to what used to be called development policy. Perhaps that
 term (and the field) is out of fashion, suggesting the re-labelling, but the term
 'industrial policy' will never fly. That chapter is followed by a shorter chapter sum
 marising the literature on the importance of geography versus institutions, which is of
 more academic interest.
 The final section of the book is entitled 'Globalization', and it addresses the first

 question that I raise above: why does Rodrik object to free trade? The answer that
 comes through clearly is that it is not free trade that Rodrik is objecting to but rather,
 the unqualified pursuit of free trade as an end in itself by multilateral organisations.
 These include the World Bank, International Monetary Fund and the World Trade
 Organisation. Rodrik spreads his criticism like buckshot when aiming at these organ
 isations and the reader cannot help but wonder whether he is creating a straw man for
 this purpose. Furthermore, while Rodrik is also critical of academics who purport to
 show a positive linkage between openness and trade, I find that he is quite unpersuasive
 in his presentation of evidence to the contrary (I will give some examples below).
 So while I agree with some of his overall themes, such as that the WTO should include
 opt-out clauses, there are an equal number of details that I disagree with.
 The first chapter in this section draws from an article entitled 'How Far will

 International Economic Integration Go?' that appeared in the Journal of Economic
 Perspectives. Rodrik argues that in addition to the conventional economic trilemma
 between capital mobility, fixed exchange rates and monetary autonomy, the process of
 globalisation has led to an augmented political trilemma between integrated national
 economies (i.e. the 'seamless world market'), nation states (with autonomy) and mass
 politics (where the government needs to respond to the electorate). The Bretton
 Woods compromise, which Rodrik likes, offered a balance between the autonomy of
 nation states and the ability to respond to the electorate. He describes this compro
 mise as: 'The essence of the Bretton Woods-GATT regime was that countries were free
 to dance to their own tune as long as they removed a number of border restrictions on
 trade and generally did not discriminate among their trade partners' (p. 203). He
 contrasts this to the 'Golden Straightjacket', a term coined by Thomas Friedman,
 whereby nation states have to adhere to the rules governing integrated national
 economies. These rules come from the WTO, which Rodrik does not like, and
 apparently the IMF and World Bank, too. Rodrik claims that the 'loose rules' of the
 Bretton Woods-GATT regime, through the 1980s 'left enough space for countries to
 follow their own, possibly divergent paths of development' (p. 204) but that situation
 no longer applies under the WTO:
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 Japan caught up with the developed economies using its own distinctive brand
 of capitalism, combining a dynamic export machine with large doses of in
 efficiency in services and agriculture. China grew by leaps and bounds once it
 recognized the importance of private initiative, even though it flouted every
 other rule in the guidebook. Much of the rest of East Asia generate an eco
 nomic miracle relying on industrial policies that have since been banned by
 the World Trade Organization. Scores of countries in Latin America, the
 Middle East, and Africa generated unprecedented economic growth rates until
 the late 1970s under import-substitution policies that insulated their econom
 ies from the world economy. (p. 204)

 The China and East Asia examples used here are familiar from earlier in the book
 but what is new are the claims that such policies have been 'banned' by the WTO and
 that import-substitution policies used elsewhere worked so well (on which no evidence
 is discussed). This sets the stage for Rodrik's critique of the WTO in the next chapter,
 entitled 'The Global Governance of Trade as if Development Really Mattered', which
 was originally written for the United Nations Global Development Program. It has a
 title that no one could object to but, unfortunately, the same is not true for the
 contents. There are two themes. The first is that the WTO is beholden to a narrow set of
 western business interests and should instead be concerned with overall development.
 Thus, Rodrik writes:

 The rules for admission into the world economy not only reflect little aware
 ness of development priorities, they are often completely unrelated to sensible
 economic principles. WTO rules on antidumping, subsidies and countervailing
 measures, agriculture, textiles, TRIMS (Trade Related Investment Measures)
 and TRIPS are utterly devoid of economic rationale beyond the mercantilist
 interest of a narrow set of powerful groups in the advanced industrial coun
 tries. The developmental payoff of most of these requirements is hard to see.
 (pp. 224-5)

 I have no problem with saying that the WTO has to balance the interests of a set of
 mercantilist interests: indeed, one compelling rationale for the WTO is that it exists
 precisely to umpire these interests and prevent countries from exploiting the system to
 their own advantage (Bagwell and Staiger, 2002). But I do have a problem with expecting
 that the WTO can or should provide development advice to lower-income countries. Is
 that not what the World Bank is for? And since there is a long list of critics of the Bank,
 including Rodrik himself, I have no reason to believe that the WTO could do any better.
 The second theme of the chapter is also troubling, though on more narrow grounds.
 Rodrik takes this opportunity to try to dispel the idea that openness to trade is positively
 related to growth. This theme draws on a paper prepared for the NBER Macroeconomics
 Annual, 2000 (Rodriguez and Rodrik, 2001), which takes on a considerable empirical
 literature that assesses the linkage between trade and openness. I saw this paper pre
 sented only once and am sorry to say that I found it unconvincing. While there are
 certainly econometric problems involved in the studies they try to debunk, the authors
 write as though they had made up their minds before they started and nothing in this
 chapter makes me believe otherwise. Rodrik pokes holes in these various studies
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 without providing us with a really serious alternative (such as provided by Estevadeordal
 and Taylor, 2008). To give one example, he starts the chapter (pp. 216-7) with a choice
 between country A, which is not a member of the WTO, and has a host of trade
 restrictions, and country B, which belongs to the WTO and has very low barriers to
 trade. One country has enjoyed growth in excess of 8% per year, while the other
 country has stagnated. Which are these countries?
 The fast growing country with trade restrictions could easily be South Korea, Tai

 wan or China, cited numerous times in the book. It turns out that country A is
 Vietnam - a more recent example, who actually became the 150th member of the
 WTO on January 11, 2007. Fine. But for country B, Rodrik gives us Haiti. Haiti? Only
 one of the poorest countries in the region, which suffered under the rule of a
 corrupt dictator for many years, it would take an act of God for low tariffs in Haiti to
 stimulate any growth at all. This example may be interesting from a political economy
 viewpoint (why are tariffs low?) but does not teach us anything about the relationship
 between tariffs and growth.
 Other, less contrived examples, are also problematic. Since the first chapter, Rodrik

 has lauded the introduction of market incentives in China, both in agriculture and in
 manufacturing through the special economic zones, which are certainly a form of free
 trade. But now he says (p. 220) that Chinese growth in the 1970s was due to agriculture
 while 'trade liberalisation' did not start until the mid-1980s and especially the 1990s. If
 he means widespread reduction of tariffs then those dates are true but he is clearly
 omitting the role of free trade through the economic zones, which date from the early
 1980s and expanded progressively. And for India, he claims that growth increased
 substantially even before the well-known reforms of 1991, which included tariff
 reforms. I find these claims surprising and, while I could be wrong, his presentation
 seems to downplay the importance of trade liberalisation in each country.
 Setting aside these concerns, let us turn to the specific principles that Rodrik pro

 poses for reform of the WTO. The first three of these might be viewed as reasonable by
 many if not everyone: '1. Trade is a means to an end, not an end in itself.... 2. Trade
 rules have to allow for diversity in national institutions and standards.... 3. Non
 democratic countries cannot count on the same trade privileges as democratic ones'
 (p. 227-9). The fourth principle is that 'Countries have the right to protect their own
 institutions and development priorities' (p. 229). Specifically, this means that coun
 tries, and especially developing countries, should be able to 'opt-out' of requirements
 in the WTO under certain conditions. He notes that opting-out should be permitted
 only if it balances the interest of all domestic groups involved. Rodrik cites the
 excessive use of anti-dumping actions under the WTO as a case where the interests of
 consumers are not sufficiently represented, which is quite true. The final general
 principle is stated as: 'But countries do not have the right to impose their own insti
 tutional preferences on others' (p. 232). The example he uses is that Americans
 should not be forced to consume shrimp caught with nets that are unsafe for turtles
 and, likewise, developing countries should not be forced to change the technologies
 used for fishing.
 This final example is telling, because it gets at the core of how Rodrik views the WTO

 and how others might respond. When teaching on trade and the environment to my
 own classes (Feenstra and Taylor, 2008, chapter 11), the lesson I draw from the shrimp
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 turtles case is that while the GATT/WTO is limited in its ability to impose sanctions in
 environmental matters, its rulings have become more environmentally friendly over
 time (Frankel, 2005). Furthermore, consumer sovereignty can easily trump GATT/
 WTO inaction, as occurred for tuna imports into the US which were labelled as 'dol
 phin safe' due to consumer demands. For these reasons, I regard the WTO as not
 having enough teeth to do much harm. At the same time, it can serve as an advocate for
 developing countries in bringing cases against wealthy countries such as the US. But
 perhaps my viewpoint is naive. Rodrik clearly believes that the WTO is obstructionist in
 its policies towards developing countries and much more so than the GATT. He is
 unhappy with the Doha round, which he says the developing world was 'bamboozled'
 into accepting and does not qualify as a 'development round'. It is this fundamental
 discontent with the WTO and, more generally, the Washington Consensus, that
 motivates these final chapters and echoes through the entire book.
 I cannot conclude this review without asking a question begged by the title of the
 book: is it a 'cookbook'? In common usage, 'cookbook' is a pejorative term (at least
 outside the culinary arts), indicating a collection of instructions to follow to achieve
 specific ends. This book has some of those features, in that it seeks to give advice to
 current and future policy makers faced with problems in highly distorted, developing
 economies. But it would be unfair to call it just a 'cookbook', since it clearly wants to
 derive and explain the principles of how to reach policy decisions, particularly in the
 opening chapters. Rodrik has taken his class of students at the JFK School to the same
 level as, say, world-class chefs-in-training: they are not learning recipes so much as a
 decision-making process that can be implemented in many settings. This is a classroom
 experience that Rodrik seems uniquely well-suited to lead; that he has built upon in
 these writings to explore important conceptual and practical issues; and from which we
 can all learn even if we do not always agree.

 ROBERT C. FEENSTRA
 University of California, Davis
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 Review 3
 It is a familiar point that opinions on development strategies often fall along predict
 able lines. If you know someone's attitude to redistribution, employment protection, or
 minimum wage legislation, you may be able to predict their opinions on the appro
 priate trade and industrial policies for developing countries, or their view of the

 Washington Consensus, with a surprising degree of accuracy. It is not clear, at least not
 to me, why opinions on the marginal tax rates appropriate for high earners are often
 correlated with opinions about the importance of MITI to Japan's post-war develop
 ment. It seems hard to explain this correlation in terms of social goals that differ across
 observers, or in terms of different priors. The suspicion must be that gut instinct and
 rules-of-thumb play a major role for commentators on both left and right. This is not

 what a scientific approach to development policy would look like.
 For those searching for a more thoughtful approach, the work of Dani Rodrik stands

 out. His views on globalisation and development policies command increasing atten
 tion, for good reasons. They are interesting partly because they are hard to categorise.
 They are hard to categorise because they are deeply considered and based on wide
 ranging expertise. This is an approach that is based on something more than gut
 instinct. It is also one that has moved beyond a critique of the development orthodoxy
 of the 1980s and 1990s and now sets out a practical alternative.

 Rodrik's writings in these areas have appeared in various places and some of them
 are hard to track down. In his new book, he gathers together several of his most
 important essays on development strategy, together with new material on industrial
 policy and discussions of the governance of globalisation and world trade. Together,
 they articulate a vision of the strategic and tactical choices that face developing country
 governments when seeking economic growth. The book describes the implications of
 this vision and its consequences for development policies.

 The book is likely to find an enthusiastic audience, given the unease that many feel
 with the orthodox policy advice of the last thirty years and the perception that altern
 atives are needed. This review will concentrate on the sections of the book which
 directly address that need. The discussion that follows will often be rather abstract and
 simplistic but this does not reflect the approach of the book. One of its strengths is that
 relevant examples and case studies are never far away.

 Before discussing the arguments in detail, it is worth sketching in some background.
 There are some lazy views of globalisation and the Washington Consensus to be found
 at both ends of the political spectrum. One airy judgement is that it has all been an
 obvious success. The usual justification is that in the 1990s and early 2000s, world
 poverty declined rapidly. This rests primarily on the rapid growth of India and China,
 with their huge populations. There are at least 70 reasons for being wary of its wider
 significance, however. These are shown in Figure 1, which plots the growth rate in
 1980-2003 against the growth rate in 1960-1980, for a sample of 92 countries from
 version 6.2 of the Penn World Table, with the smallest countries excluded. Among
 these 92 countries, there are 70 which lie below the 45-degree line; in other words,
 there are 70 countries where growth rates have declined over time, rather than
 increased. This is less than resounding support for the orthodox development strat
 egies of the 1980s and 1990s.
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 Growth Before and After 1980
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 Fig. 1. Growth Before and After 1980

 A well-informed pro-globaliser might have several responses and ones that are worth
 taking seriously. First, some of the slow growth can be traced to factors that are largely
 independent of globalisation, especially civil war and political instability. Second, some
 of the weak performers should look no further than their own policy errors in earlier
 decades, especially the 1970s. Third, performance in the last ten years has been
 noticeably better, for reasons that may go beyond the recent boom in prices of primary
 commodities. All of this suggests that caution is needed before interpreting Figure 1
 too hastily.

 Perhaps a better test of the Washington Consensus reforms would be to examine the
 countries that have pursued this agenda most vigorously. Exhibit A in this debate is
 Latin America. In 1960, the median output per worker among the region's twelve
 major economies was 30% of the US level. By 2003, after several decades of structural
 reforms and, despite the potential scope for growing quickly through a catch-up pro
 cess, the median output per worker had fallen to 21% of the US level. That experience
 has led to wariness about the standard packages of microeconomic reforms and greater
 uncertainty among policy advisers. In recent years, especially after criticism of its
 handling of the 1997-98 East Asian financial crisis, the IMF has moved away from
 'structural' conditionality towards a more streamlined approach.
 Such retreats have called into question aspects of development orthodoxy, and

 especially the view that the best growth strategy is to rely on unfettered markets and not
 a great deal else. In the search for an alternative, Rodrik's preferred advice goes
 something like this. Do not try to reform everything at once. Instead, start with a tactical
 approach: look for the obstacles that are currently blocking growth and remove them.
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 Once growth is under way, begin to think about a strategy. Watch out for emerging
 obstacles and constraints and begin to address them. Ideally, develop institutional
 mechanisms for identifying constraints and look for government interventions that can
 promote the emergence of new activities in particular. Meanwhile, some reforms that
 may be necessary to sustaining growth, such as changes in governance, will be easier to
 achieve in a growing economy, when clashes over distribution are less likely to
 undermine reform. Finally, long-term success may rely on effective mechanisms for
 shaping the path of institutional reform. Here, effective democratic institutions could
 play the role of a 'meta-institution', one which can increase the likelihood of good
 choices along the entire path of economic and institutional development.
 The idea of identifying binding constraints to growth, developed by Rodrik in joint

 work with Ricardo Hausmann and Andres Velasco, is one that has already exerted
 considerable influence. One of the underlying assumptions is that policy makers in
 developing countries should not take on too much at once. The expertise and political
 capital needed for successful reform are often limited resources. Since reform is often
 difficult, it is a mistake to pursue multiple reforms that depend on the outcome of
 other measures, since that too easily becomes a fruitless waste of energy and political
 capital.

 A second assumption is that a country's initial position will influence the feasible set
 of development paths. Countries are not blank slates, but are constrained by their
 history, their institutions and the current distribution of resources. In this context,
 attempting to remodel an economy along textbook lines will risk becoming an exercise
 in hubris. As Rodrik repeatedly emphasises, attempts to impose a universal blueprint
 typically rely more on rules-of-thumb than on detailed economic analysis. The problem

 with some reform packages is not too much economic reasoning but too little.
 There is also some good news for reformers, however. Although countries are con

 strained, there is more than one route to economic growth. Countries like China,
 Indonesia and Vietnam have grown rapidly without ever conforming to the standard
 textbook ideal of a market economy. In Rodrik's view, this diversity is not surprising,
 but looks more natural the longer it is studied. Growth relies on certain broad prin
 ciples, such as market-oriented incentives, property rights and macroeconomic stability,
 but there are many different ways to achieve these outcomes. They do not map
 uniquely into a particular set of institutional arrangements, or a particular set of
 reforms. A comparison of the distinct paths of, say, Japan, Sweden and the US, should
 be enough to illustrate this point, but there is no good reason to limit its relevance to
 developed countries.

 Rodrik's perspective is explicitly that of the economics of the second-best. But it is
 more complex than simply noting that distortions interact, or that market failures
 come in many forms. It also recognises that an economic equilibrium is jointly
 determined with a social and political equilibrium. This widens the scope for a given
 reform to have complex and unanticipated effects. It reinforces the case for policies
 that are designed with a country's current position in mind, and that aim to minimise
 the chance of social and political side-effects that could undermine growth and the
 reform process. All of this suggests that a piecemeal, experimental approach to reform
 is advisable.
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 Several of these points have been made before but rarely as well as here, nor with an
 approach that moves so readily between economic theory and various forms of evid
 ence. What also distinguishes Rodrik's work is its recent emphasis on a practical
 alternative to 'one size fits all'. In his work with Hausmann and Velasco, he has
 developed the idea of a decision tree, to be used to identify or diagnose the constraints
 on growth that should be addressed first. These ideas are set out in chapters 2 and 3 of
 the book. Simplifying somewhat, imagine that an economy witnesses low levels of pri
 vate investment and entrepreneurship. This may be due to a lack of access to finance,
 which in turn (at the next level downwards of the tree) may reflect low domestic saving
 or inefficient financial intermediation. Alternatively, perhaps there is access to finance
 but entrepreneurs face low returns. At the next level downwards, this might be
 attributed to low social returns (lack of nearby markets, low human capital, weak
 infrastructure) or low private returns (government failures, or market failures, which
 can be further subdivided). Moving down through the levels of the tree, this approach
 seeks to identify the key reasons that entry and investment are stifled. To assist in this,
 possible symptoms are also indicated: for example, a country might be diagnosed as
 finance-constrained if real interest rates are high, the current account deficit is large
 and private investment is highly sensitive to transfers such as foreign aid or remittances.
 The use of a decision tree contributes a sense of priorities. For example, reforming
 the financial sector will not deliver growth if the central problem is a lack of investment
 opportunities. But in another case, there may not be much benefit in an effort to
 improve the 'investment climate', if good investment opportunities are already present
 but incumbent firms and potential entrants cannot get finance. The right approach is
 to identify what is currently holding growth back and for governments to concentrate
 their efforts and their political capital on reforms targeted at that constraint.
 In case this sounds like no more than obvious good sense, it is useful to note some
 differences from the conceptual framework that usually holds sway. Underpinning
 some policy recommendations and much of the statistical work on economic growth is
 the idea that growth can be modelled as an additive function of various characteristics
 and policy indicators, which can then smoothly substitute for each other. Weakness in
 one dimension- can be overcome by strength elsewhere and moving the policy indic
 ators nearer to some textbook ideal is expected to raise the growth rate, regardless of
 the context. It is easy to see how this simplified world-view might lead to some rather
 naive policy prescriptions. (The empirical literature has sometimes tried to avoid this
 with interaction terms, or multiple regimes, but the connections to policy are rarely
 direct and such evidence can easily be fragile given the small number of observations.)
 In contrast, Rodrik tends to see growth determinants as not easily substitutable,
 reform outcomes as uncertain and contingent on other characteristics and policies,
 and the whole notion of approaching a single textbook ideal as hopelessly misguided.
 As we have seen, there may be one or two underlying obstacles which, if not addressed,
 will preclude any chance of success. An analogy may help to clarify the full implications
 of this view. Engineers working on systems design will sometimes refer to the possibility
 of a 'single point of failure', a component whose failure will cause the failure of the
 entire system. In this tradition, think of the growth process in terms of components
 within an electrical circuit, using the ideas of reliability theory. Some of these com
 ponents may be wired in series and others in parallel; the desired outcome is a com
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 plete circuit. The conventional approach to economic reform tries to fix every com
 ponent at once but this unfocused approach is dubious if some attempts at reform will
 inevitably fail, or have unintended consequences. The approach that Rodrik advocates
 is to search for a key component in the growth process that is causing the failure of the
 system. Either that component needs to be fixed or another wired in parallel. The latter
 case is not irrelevant, as some of China's unorthodox reforms attest. To take just one
 example, agriculture was reformed in such a way that the obligation of farmers to
 supply output to the state was retained but farmers were then allowed to sell surplus
 crops at market prices. This dual-track reform, in which markets and central planning
 co-existed, created new incentives for productivity improvement but without inviting
 the revenue shortfalls and disruption that might have been associated with full liber
 alisation.

 Rodrik's view is that, whether a problem is attacked directly orjust worked around, a
 well-targeted reform and one which is not contingent on the success of others can get
 things moving even if much of the system is left alone. In terms of the analogy above,
 the growth process is seen as an especially complex circuit, in which there are many
 possible configurations that would be consistent with the desired outcome and
 redesigning the entire system might well be a bad strategy. Of course, it is entirely
 conceivable that more than one failing component will need to be fixed or sidestepped
 but the binding constraints view will remain helpful in sorting out priorities.

 It would be unfortunate if the current prominence of binding constraints and
 'growth diagnostics' obscured some of Rodrik's other recent contributions. The
 identification of binding constraints forms the tactics but there is also a need for a
 strategy, as he emphasises in chapters 3 and 4. Some of the background arises from
 previous joint work with Hausmann, which sees economic development as partly a
 process of national self-discovery. Consider an entrepreneur in a developing country,
 deciding whether to open a business in a narrowly-defined economic activity not cur
 rently undertaken in that country. Entry is risky, because the entrepreneur may not be
 able to calculate whether the activity will be profitable when selling the output at world
 prices and facing domestic cost conditions. If entry is successful, the rewards may be
 limited, because other entrepreneurs will be able to imitate the success, bidding up the
 prices of relevant inputs. Since successful local production is not an idea that can be
 patented, it is hard to see how entrants can be given the incentives that are appropriate
 from society's point of view. The outcome may be an economy that fails to diversify or
 move steadily into new lines of activity, however outwardly favourable its investment
 climate.

 Rodrik sets out this view as part of chapter 4 of the book and uses it as part of a
 detailed discussion of industrial policy. What he has in mind is not picking winners or
 favouring certain industrial sectors but a more dynamic and responsive strategy for
 promoting entry into new activities. He notes that many developing countries have
 followed an implicit form of industrial policy, based on the aggressive promotion of
 exports and foreign direct investment, when it might have been better to address the
 market failures that directly inhibit the rise of new economic activities. The chapter
 goes on to discuss the institutional forms that would be needed and it is hard to
 imagine a more effective case for industrial policy than the one advanced here.
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 In this chapter and elsewhere, the book also draws on a wider view of underdevel
 opment, which harks back to the balanced growth debate of the 1950s and 1960s. This
 view emphasises coordination failures and the potential need for a Big Push to take the
 economy from one equilibrium to another. Given the tools of modern economics, it is
 relatively straightforward to build models in which economic development is a col
 lective action problem and growth might fail to emerge even when the investment
 climate looks favourable. This perspective might explain why multiple generations of
 reform sometimes fail to deliver growth. It marks another dividing line with the
 Washington Consensus, whose advocates have tended to see productivity growth as the
 natural outcome of any market economy, almost the sound of it breathing.
 If growth were an innate tendency of market economies, it might make sense for
 reforms to limit the scope for discretionary action by government, in the tradition of
 the Washington Consensus. But if growth and development often represent a collective
 action problem, a different approach is needed. Governments should instead seek
 particular, well-focused interventions that can coordinate the activity of the private
 sector. As noted in chapter 2 of the book, the binding constraint on growth may not be
 a government's errors of commission (what it does wrong) but its errors of omission
 (what it fails to do). This could be seen as a view from the Left but it is one with a
 healthy respect for the importance and dynamism of the private sector and the need to
 find an environment in which it can flourish.
 This is not the place to attempt a sustained critique of these ideas. As Rodrik's views
 have taken shape, other authors have started to summarise and evaluate them, notably
 Derek Headey. I will briefly state one possible shortcoming of the binding constraints
 view, which is that it needs to be supplemented with some consideration of robustness,
 in the technical sense of that term. Identifying binding constraints does not eliminate
 the need for policies that will perform well across a wide variety of environments.
 However sophisticated the relevant decision tree, any rational decision maker should
 bear in mind the inevitable uncertainty about the relevant model and design policies
 with this model uncertainty firmly in mind. For example, although a decision tree
 might identify a particular constraint as the single point of failure, the available policy
 instruments might involve significant risks. There may be another candidate constraint
 which is much easier to address in a robust way, albeit with weaker consequences for
 growth. The robustness perspective implies that this alternative constraint would
 sometimes take priority.
 Indeed, it could be argued that the most sophisticated and important defence of the

 Washington Consensus is precisely the one made in terms of robustness. If the guiding
 principle was to reduce the scope for discretionary action by governments, it was rooted
 in a belief that the natural energies of market economies were the best foundation for
 success and would prove effective in a wide variety of social and political environments.
 As the first sections of this review hinted, it is not clear that time has been kind to this
 argument. But the book does not establish that case as fully as it might. A committed
 neoliberal (is there any other kind?) would want to know more about the various ways
 in which the conventional policy recommendations can misfire. In a sense, there is a
 missing chapter and how the book is received by individual readers will partly depend
 on how they personally would fill that gap. But there is already enough here to induce
 discomfort on the part of those who advocate wholesale reform.
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 In any case, the book is much more than just another attack on the development
 orthodoxies of the 1980s and 1990s. In mapping out a practical and convincing
 alternative, it is likely to have lasting importance. Its appearance is a major event for
 anyone who spends time thinking about development and growth strategies, and it
 deserves to be widely read.

 JONATHAN TEMPLE
 University of Bristol
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