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THE RISE AND DECLINE OF NATIONS: 
ECONOMIC GROWTH, STAGFLATION, AND SOCIAL RIGIDITIES 
by Mancur Olson 
(Yale Univcrsity Prcss; 273 pp.; $14.95) 

Mancur Olson’s most recent contribution to 
economic theory begins with an ambitious 
proposal. He will show “for the tirst time 
how involuntary unemployment, and also 
dccp depressions, can oxcur cvcn when each 
decision-maker in the economy acts in ac- 
cordance with his or her best interests.” 
Morc than a few economists and laymcn 
will agree that this promise, if kept, has 
come not a bit too soon. Statistics for L k -  
cember, 1982, indicate unemployment rates 
of 10.7 per cent and 9.1 per cent respec- 
tively for the dccision-making work forces 
of the United States and Wcst Gcrmany and 
prospects for yet higher levels of unem- 
ployment and idle plant capacity in the near 
future. 

Whom should we hold responsible for 
this miserable statc of affairs, which has 
now reached Japan and threatens to stall the 
economies of South Korca and Singapore? 
The culprits, says Olson. are distributional 
coalitions-thosc narrowly dclincd cco- 
nomic interest groups that over thc course 
of timc in stablc societies thwart macro- 
economic policies aimed at promoting 
growth and lobby for economic privilcgcs. 
The effect is an incregse in inefficiency. a 
reduction in the mobility of labor and cap- 
ital, a stalling of innovation, the mainte- 
nance of anachronistic social formations, 
and a waste of valuable talent and resources 
in distribution rathcr than production. ul- 
timately accounting for that dilemma of 
“ungovemabilitp” so often observed in Brit- 
ain, the IJ.S., and other modcm societies. 

In defense of his theory, Olson has com- 
piled an impressive and often pnuasive 
array of historical and statistical evidence- 
from an examination of the decline of the 
British economy over the last 150 years to 
reflections on the economic foundations and 
conscquenccs of the Indian caste system. 
The Rise and Decline of Nations is a com- 
prehensive interpretation of the relationship 
between the political power of interest 
groups and the dynamism of national econ- 
omies. It is sure to inject yet another dose 
of controversy into the raging debate over 
the obstacles to economic growth and the 

balance policy-makers must strike between 
efficiency and equity in their efforts to pro- 
mote it. 

Olson bases much of his theory on con- 
clusions he drew in The Logic of Collective 
Action (1965). There he argued that in the 
absence of urgent crises such as war, rev- 
olution, or national cmergcncies, large 
groups (the poor, taxpayers, consumers. or 
the unemployed, for example) “will not act 
in their gmup interest.” Those groups able 
to organize most easily to provide collective 
goods and services for their members are 
small, generally homogeneous coalitions 
( fmers .  labor unions, or trade associa- 
tions. and the like) that can offer selective 
incentive-that is, benclits that discrimi- 
nate betwecn those who contribute to the 
provision of a collective good and those 
who do not. Thcsc selective incentives may 
inklude coercion, with sanctions against in- 
dividuals who refuse to help finance the 
collective good (Lhc pickct lincs or closed 
shops of labor unions, for instance). They 
may also include such positive incentives 
as tax advantages, publications, confidcn- 
tial information. g r ~ ~ p  insurance plans, and 
travel benclits. 

“Those groups that have access to selec- 
tive incentives.” Olson argues, “will be more 
likely to act collectively to obtain collcctive 
goods than those that do not, . . . and smaller 
groups will have a greater likelihood of en- 
gaging in collective action than larger ones.” 

Of those without access to selective in- 
centives. Olson writes: “In no major coun- 
try are large groups without access to 
selective incentives generally organized”; 
they are too dispersed to have the power 
either to cocrce nonparticipants or to pro- 
vide positive selective inccntives for co- 
operation. 

.Olson’s central assertion in the present 
book is that as stable societies develop, in- 
dividuals. groups. or firms with common 
interests join together in distributional &J- 

alitions that impair a national economy’s 
capacity to adapt to changing conditions. 
This is what accounts for slow growth and 
stymies political strategies for solving eco- 

nomic problems: Societies untroubled by 
war, foreign invasion, or major upheavals 
will contain greater numbers of these groups. 
The groups will hold substantial power to 
lobby for their own interests. and the result 
is a range of obstructions to growth and, 
eventually. a decline of the national econ- 
omy. In contrast, nations such as postwar 
Germany and Japan. where narrowly dc- 
fined distributional coalitions were re- 
strained or eliminated by upheaval, 
experience the greatest growth in their 
economies. 

Disavowing the laissez-faire approach. 
Olson insists that “there will be no countries 
that attain symmetrical organization of all 
groups with a common interest and thereby 
attain optimal outcomes through compre- 
hensive bargaining,” adding that “stable so- 
cieties with unchanged boundaries tend to 
accumulate more collusions and organiza- 
tions for collective action over time.” He 
notes that the spccial-interest organizations 
and collusions that reduce efficiency and 
aggregate income an: likely to make polit- 
ical life more divisive in the societies in 
which they operatc. 

Organizations that unite unusually hroad 
national interest groups, such as the all- 
inclusive Swedish labor organizations and 
Norwegian and Swedish business associa- 
tions, offer different incentives from small 
distributional coalitions. ’Ihese, owing to 
their size md heterogeneity, distribute in- 
come to themselves, at the least possible 
social cost, and arc most likely t o  consider 
questions of economic growth and the in- 
terests of society as a whole. This may ex- 
plain why Swedish labor leaders ure so often 
at the forefront in advocating national pol- 
icies promoting gmwth and why there are 
relatively few tariffs in Norway and Swe- 
den. 

* 
As distributional coalitions play il greater 

role in shaping a society’s capacity to adopt 
new technology and to reallocate resources 
in response to changing conditions, they 
will increase the complexity of regulation, 
inflate the role of government. and change 
the direction of social evolution. 

The author takes his most drastic illus- 
tration for this p i n t  from the history of 
South Africa. Following a general strike 
among mine employees in the Rand in 1922, 
conservative Afrikaners and Communist and 
Socialist leaders joined efforts to dcny op 
portunities to Africans competing with white 
labor. They formed the Nationalist-Libour 
“Pact” (with the slogan “Workcrs of the 
world unite for a white South Africa”) and 
passed the Mines wd Works Act of 1926 
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to raisc wagcs lor Europcans iind cxcludc 
Africans f m i i  dcsirablc industrial jobs. ‘Iliis 
law-possibly thc most severe piecc of rii- 
cia1 legislation in  reccnt history-.-provided 
a national precedent for the later expansion 
of the apartheid codcs that rcrnairi i n  forcc 
today. In purcly economic terms, Olson 
notes, this legislative color bar raised South 
African employers‘ costs, and the discrim- 
inatory policies led to highcr prices for con- 
sumers. Curiously. he passes over the fact 
that ttxiiiy thc sanic discrirninatory policies 
account for the competitiveness of certain 
South African products on the world niar- 
ket: [tic lcpacy ol’ that distributional coali- 
tion niay havc encouragcd growth i n  the 
long run by iiistitutionalizing the barbarous 
trcatnicnt and low wagcs ol‘ an entire race 
ol‘ workcrs. 

White praising the I r e  trade policies of  
Mciji JiipiiIi ( 1868- 101 2). Olson attributes 
tlic failure of a half-century of  British litis- 
six-l‘airc in India to the enduring strcnph 
0 1  distrihutional coalitions. ‘I’hcsc groups 
took the form of castes. which, according 
to Cllson. ovc‘r iiiillennia hiid devclopcd from 
guilds into cndog;iriious social hierarchies. 
Frorii a statistical prolilc of‘ thc forty-eight 
states of the coiitinciital 1J.S. I he also con- 
cludes t h a ~  Iiibor unions dciiioiistratc the 
grciitcst negative correlation with local 
growth. The slowest growth occurs in the 
Northeast and Midwest. and thc fastest, 
prcdict;ibly, i n  the Soutli and Wcst. ‘I’hc 
nuiiikr 0 1  I;i\li.ycrs in :i state has a p:irallcl, 
albeit weirkcr. ncgativc correlation. 

* 
Hiis Olson’s theory. by reaching :icross 

cultural boundaries and historical periods, 
cxpliiincd thc dilciniiia o f  slow growth and 
its ciiwing problems of  uncinploymcnt and 
staglliilioli’! I’rofcssional historiiins iirc likcl y 
to l i d  his i1histr;rtions froin Mciji Jiip;ii1 
and rnetlicv;il Europc a bit inconclusive, 
p h i i p s  cvcn crude. Those empathetic to 
the lahor niovc~~ic~it  will no doubt point to 
his failure to examine the highly clispro- 
portionarc intlucncc of business mid trade 
associations when they lobby as intcrcst 
groups. Other critics arc surc to scc a pro- 
corporate bias in Olson’s a p p a l  for re- 
storing a “inorc opcn and compctitive cn- 
vimnmcnr“ and a naiveti: verging on coyness 
ir. his assertion th;it “an ccononiy with frrc 
inarkcts ;inti no government or cartcl intcr- 
vention is likc a teen-aged youth; it niakcs 
a lot of inistakes but nevertheless grows 
rapidly without spccial effort or cncour- 
agenicnt .‘. 

For policy-makers the most scrious gap 
in Olson‘s study is his failure to explore the 
potential dislocations and tumultuous social 
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iidjustments that will iicccssarily follow thc 
rapid dwcllrtelization lie advtratcs. How will 
the stK!iill cost of rcstoring cflicicncy to thc 
ccononiy be distributed‘! What rolc will dis- 
tributional coalitions pliiy in this process‘? 
Sonic of these issues iirc cxainincd in dcpth 
in the recent work or Lcstcr Thurow and 
Robert Hcich. (A selection of critical ut i -  
des assessing the Olson thcory will appcar 
in Ttw Politicid I:‘conomy oJ’G‘rowtti, cditcd 
by Dennis C. Mucllcr. schcdulcd for spring 
publication by Yale University Prcss.) 

Olson’s theory strongly suggests that, in 
the absencc of broad consensual support for 
national policies (something he prccludcs, 
except in  ritm circunistances. in  Ttit Loxic 
ofCollr?crivc Arrion), Western pluralist po- 
litical structures will be i l l  cquippcd to rc- 
sol vc d i s t r i bu t i on ;i I con 11 i c t s bet w ce n 
powerful coniixti!ig intcr-cst group\;. Is lie 
implying that a pluralist political process is 
I‘undanicntally incompatiblc with the cffi- 
cicnt functioning of  a inarket-oriented cap- 
italist ccononiy? This thought, and the 
prospects it holds for thc future of dcmo- 
critic govcmmcnt, iilay k even more so- 
k i n g  than Olson’s iiStutC rcllcctions on our 
current cconomic wocs.\Y% 

MODERN FRENCH MARXISM 
by Michael Kelly 
(Johns Hopkins University Press; 240 pp.: 
$24.50) 

MARXISM AND MODERNISM: 
AN HISTORICAL STUDY OF 

LUKACS, BRECHT, BENJAMIN 
AND ADORN0 

by E u g e n e L u n n  
(University of  California Press; 33 I pp.; 
520.95) 

Exegcsis has its uses. If the English-spcak- 
ing world is to cnhancc thc vitality of thc 
intern;itional discourse hovering in  and 
around Marxism-thc dcmocratic varicty, 
that is-wc musl find out what othcrs arc 
saying. Entire realms iw lurking out there. 
unassimilatcd. untouched, and largciy 
untranslated. Michael Kclly’s Moilcrn 
Prtvdi Morxism is a much-nccdctl prirncr 
in one such realm. 

This book aims to put Famous figures into 
context iis wcll as to throw light on less 
wcll-known iiicn and woincn. On thc whole 
the effort is succcssful in chartirig vcry coin- 
plicatcd tcrrain iind sorting ou t  a bcwildcr- 
ing assortment of nanies, stances, and 
controversies. To be sure, Kelly hardy 

mentions many of the events that have 
shaken the French Left most visibly. Khru- 
shchcv’siittackonStalin, the Soviet invasion 
of Hungary. and the Frcnch Communist 
party’s support of increased military iiction 
against Algeria hardly come up at all. The 
focus is strictly conccptual, by dcsign. 

According to Kelly, Marxism in France 
started s~owly, despite thc contribution of 
French socialists and Enlightenment phi- 
losopties to Marx’s intcllcctual growth. In  
thc  OS, for example, it  was Stalin’s essay 
l l idec~icul ur!d Hisroricul Mutcriulis~ri that 
was a crucial pedagogical source for the 
Frcnch L A  and for anyone clsc who wantcd 
to lcam about Marxism. Kelly acknow- 
ledges thc “yziwning discrepancy” bctwccn 
the pamphlet’s ”historical importance and 
its cognitive value,” noting that the chc-  
niatisni did not prevent its being an cffcctivc 
nieans of fostering ii knowlcdgc of Marxist 
philosophy. 

Onc of Stalin’s decisive failings in this 
popular work was a crude view of thc tic 
bctwcen Marx and Hcgcl. And, in many 
ways, that vcry rclation-Marx’s “invcr- 
sion” of the Hegclian diiilectic-is the 
linchpin of French M;irxism’s subsequcnt 
devcloprnent. The issue serves as Kelly’s 
point of departure too because of tlu: cf- 
floresccncc that wcurrcd when thc Hegclian 
strand plaited into dialectical iiiitcrialisin 
lxgiin to be takcii seriously. .Marxists likc 
Hcnri Idcfcbvrc and Kogcr Garaudy pi- 
onccrcd this growth at thc same time that 
Alcxandrc Kojcvc and Jean Hippolyte werc 
lcnding thcir non-Marxist scrutiny to The 
P/imotmtiology (#Spirit and othcr 01 Hc- 

Mcanwhilc, although thc Rcsistancc took 
a catastrophic toll of Marxist thinkcrs, their 
courageous stand against thc occupying Na- 
zis confcrrcd upon thcir idcils and thc men 
who survived a proniincncc they hid lackcd 
carlicr. People likc Giuaudy , Ixfchvrc, and 
others bec;imc names to reckon with in 
French intellectual Iifc. 

During the cold war, however, thc wran- 
gling betwccii the Party in France and its 
opponcnts as wcll as among Marxists them- 
selves dctcrioratcd into acrid polemics and 
rigidly maintained positions on a varicty of 
issucs: thG status of basc and superstructure, 
bourgeois versus proletarian scicncc, and 
the scientific claims of Marxism. to namc 
only a few. This tangled skein defies a glib 
summary, and Kclly’s patient cxamination 
is commended. 

‘rhc dcbatcs quickcn as Kelly turns to 
Louis Althusscr and the pcoplc who havc 
followed him. Ncvcr havc I conic across a 
better introduction to this Lcninist philos- 
opher; it is as helpful in its way as E. P. 

gcl’s texts. 


