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“No decade in the history o f politics, religion, technology, 

painting, poetry and what not ever contains its own explanation. 

In order to understand the religious events from 1520 to 1530, 

or the political events from 1790 to 1800, or the developments 

in painting from 1900 to 1910, you must survey a period of 

much wider span. Not to do so is the hallmark o f dilettantism." 

Jo se p h  S c h um p e te r  (1946)

“There simply are no logical or even methodological distinc

tions between the social sciences and history - appropriately 

conceived. ” A n th o n y  G id d e ns  (1979 , p. 230)
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Introduction1

I t is  in c re as in g ly  c om m o n fo r soc ia l sc ien tis ts  to d e scrib e  p o litic a l p ro ce sses  

as “ pa th  d e pe n d e n t.” A ltho u gh  o ften  p rese n ted  w ith o u t c arefu l e la b o ratio n , the  

n o tio n  o f  p a th  d e p e n d en c e  is g e ne ra lly  u sed  to su p po rt a  few  key  c la im s: tha t 

sp e c if ic  p a tte rn s  o f  tim in g  a nd  se q u e n c e  m atte r; th a t  a  w id e  ra n g e  o f  so c ia l 

o u tc o m e s  a re  o ften  p o ssib le , a nd  la rg e  c o n se q u e n c e s  m ay  re s u lt  fro m  re la 

t iv e ly  sm a ll a n d  c o n tin g e n t e v e n ts ;  th a t  p a rtic u la r  c o u rs e s  o f  a c tio n , o n c e  

in tro d u c e d , a re  o ften  v ir tu a lly  d iff ic u lt o r  im p o ss ib le  to  re v e rse  e v e n  i f  th e ir  

c o n se q u e n c e s  p ro v e  to  b e  d isa stro u s ; a nd  that c o n se qu e n tly , p o litic a l d e v e lo p 

m e n t is p u n c tu a te d  b y  c ritic a l m o m e n ts  o r  ju n c tu re s  w h ic h  sh a p e  th e  b a s ic  

c o n to u rs  o f  so c ia l life 2. A ll o f  th ese  fe a tu res  s ta nd  in  sha rp  c o n tra s t to  p ro m i 

n e n t m od es  o f  a rg u m en t and  e x p lan a tio n  in  p o litica l sc ie n ce , w h ich  e m p h a s iz e  

th e  p re v a le n c e  o f  u n iq u e , p re d ic ta b le  p o litic a l o u tc o m e s , th e  irre le v a n c e  o f  

sm a ll o r  a c cid e n ta l e ve n ts , a nd  the  c ap ac ity  o f  ra tio n a l a c to rs  to  d es ig n  op tim al 

so lu tio n s  (g iv e n  th e ir  re so u rc es  and  c o n stra in ts ) to  th e  p ro b le m s tha t c o n fro n t 

them . I f  p a th  d e pe nd en ce  a rg u m e nts a re  indeed  a p p ro p ria te  in  su b sta n tia l a reas  

o f  p o litic a l life , they  w ill sha ke  m any  su b fie lds  o f  p o litic a l ana ly s is . T h is  e ssay  

a rg u e s  th a t they  are.

M y  a n a ly s is  b e g in s  b y  o u tlin ing , in  a b stra c t te rm s, th e  b a s ic  c h a ra c te ris tic s  

o f  in c re a s in g  re tu rn s  p ro c e s se s  w h ic h  a re  the  so u rc e  o f  p a th  d e p e n d e n c e . 

W hile  it w ill b e  im m ed ia te ly  a pp a re n t th a t th ese  c h ara c te ris tics  c a rry  c o n s id e r 

a b le  im p lic a tio n s  fo r  p o litic a l sc ien c e , a  fu ll d isc u ss io n  o f  th o se  im p lic a tio n s  

w ill b e  p o s tp o n e d  u n til la te r  in  th e  p aper. In  P a rt II, I c o n s id e r  th e  d e v e lo p 

m e n t o f  pa th  d e p e n d en c e  a rg u m e nts in  the  soc ia l sc ien c e  d isc ip lin e  w h ere  they  

h a v e  re c e iv e d  the  g rea tes t a tte n tio n : eco n o m ics . T h is  re v ie w  sug g e sts  th e  w ide  

sw e e p  o f  p o te n tia l a p p lic a tio n s , e v en  in a  f ie ld  th a t  m ig h t be  e x p e c te d  to  be

1 J e a n  M o n n e t  V is i t in g  P r o f e s s o r  L e c tu r e ,  E u ro p e a n  U n iv e r s i ty  In s t i tu te .  A n  e a r l i e r  

v e r s io n  o f  th is  p a p e r  w a s  p re p a re d  fo r  p re s e n ta t io n  a t th e  A m e r ic a n  P o l i t i c a l  S c ie n c e  

A s s o c ia t io n  m e e t in g s ,  S a n  F ra n c is c o ,  S e p te m b e r  1 9 9 6 . I  a m  v e ry  g r a te fu l  to  A n d y  

R u d a le v ig e  f o r  h is  e x te n s iv e  re s e a rc h  a s s is t a n c e  o n  th is  p ro je c t ,  a n d  to  th e  G e rm a n  

M a r s h a ll  F o u n d a tio n  fo r  f in a n c ia l  su p p o r t. I h a v e  re c e iv e d  h e lp fu l c o m m e n ts  o n  e a r l ie r  

v e r s io n s  fr o m  D a v id  C o ll ie r ,  A n d re w  M o ra v c s ik , a n d  A le c  S to n e ,  a n d  h a v e  b e n e f i te d  

f r o m  d is c u s s io n s  a t  th e  E U I ,  th e  U n iv e r s i ty  o f  C a l i f o r n i a  a t  B e r k e le y ,  a n d  Y a le  

U n iv e rs ity .

2  F o r  u s e fu l d is c u s s io n s  se e  K ra s n e r 1 9 8 9 , C o l l ie r  a n d  C o l l ie r  1 9 9 1 , a n d  Ik e n b e r ry  1 9 9 4.
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10

h os tile  to th e  id e a 3. M o re  im p o rta n t, th ese  e c o n o m ic  a p p lic a tio n s  p ro v id e  the 

m o s t a n a ly tic a lly -d e v e lo p e d  d iscu ssio n s  o f  pa th  d e pe nd e nc e . E c o no m ists  have  

su cce ss fu lly  h ig h lig h te d  b o th  the  a spec ts o f  a  p a rtic u la r  soc ia l e n v iro n m en t that 

ge ne ra te  p a th  d e p e n d en c e  a nd  c la rif ie d  its p rin c ip a l im p lic ations .

T h is  d isc u ss io n  o f  e c o n o m ic s  p re p a re s  the  w a y  fo r  an  e x p lo ra tio n  o f  the 

d is tin c tiv e  c h a ra c te ris tic s  o f  politics (P art III). R a th e r th an  s im p ly  a pp ly in g  

e x ta n t a rg um e nts in  e c o n o m ics  to  p o litica l ph e no m e na , w e  ne ed  to  c on side r the 

fea tu re s o f  th e  p o litic a l w o rld  th a t  re q u ire  a p p ro p ria te  m o d ific a tio n s  in  the use  

o f  p a th  d e p e n d e n c e  c la im s . F ro m  th is d iscu ssio n  I c o n c lu d e  th a t  pa th  d e p e n 

d en c e  a rg u m e n ts  a re  lik e ly  to b e  e v e n  more re le v a n t to  an  u n d e rs ta n d in g  o f  

p o litic s  than  th e y  a re  in  o th e r a re as  o f  th e  so c ia l sc ien c es . F a c to rs  such  as the 

g re a te r  a m b ig u ity  o f  p o litic a l p ro ce sse s  a nd  o u tco m e s , th e  c e n tra l ro le  o f  fo r 

m al, c h a n g e -re s is ta n t in s titu tio n s , a nd  the  p ro m in e n c e  o f  c o lle c tiv e  a c tiv ity  in 

p o litic s  m a k e  th is a  d o m a in  o f  so c ia l life  w h ic h  is p a rtic u la rly  p ro n e  to  the  

c ha ra c te ris tic  ten de nc ie s  o f  p a th  d ep e nd en t processes.

In the  f in al se ctio n  o f  th e  p a p er I d isc u ss  w h a t p a th  d e pe n d e n c e  a rg u m e nts 

can  a nd  c a n n o t c o n tr ib u te  to  p o litic a l ana ly s is . T h e re  a re  im p o rta n t lim its. F o r 

m any  p u rp o se s , a n a ly s ts  w ill w a n t to  c o n tin ue  to  take  h is to ric a l c irc um stan c e s 

as “g iv e n s” , a n a ly z in g  ho w  c u rre n t  e n v iro n m en ta l c o nd itio n s  p ro d u c e  c u rre n t 

p o litic a l o u tc o m e s . T h e  d iff ic u ltie s  in v o lv e d  in  d e v e lo p in g  p a th  d e p e n d e n c e  

a rg u m e n ts  w ill a lso  m e a n  th a t  in  m an y  c ase s a  se n s it iv ity  to  p a th  d e pe n de nc e  

w ill se rv e  p r im a rily  a  “n e g a tiv e ” p u rp o se  - h a t is, a s a n  im p o r ta n t  c au tio n  

a g a in st a  too  e a sy  c o nc lu s io n  o f  th e  in ev ita b ility , “ n a tu ra ln e ss ” , o r  fu n c tio n a l 

i ty  o f  o b serv e d  ou tco m e s.

G iv e n  th e  u b iq u ity  o f  c la im s  a b o u t e ff ic ie n t or fu n c tio n a l e lem en ts  in p o li 

t ics , th is a lo n e  w o u ld  be  an im p o rta n t c o rre c tiv e . Y et p a th  d e pe n d e n c e  a rg u 

m e n ts  can  d o  m ore . T h ey  c a n  d ire c t a tte n tio n  to w a rd  p a rt ic u la r  v a ria b les , and  

g e n e ra te  p ro m is in g  h y p o th e s e s  a b o u t th e  so u rc e s o f  p a rtic u la r  p o lit ic a l p h e 

no m en a. A t le as t as im p o rta n t, by  s tre tc h in g  th e  te m p o ra l h o riz o n s  o f  p o litic a l 

a n a ly s ts , they  can  re o r ie n t b o th  th e  a nsw e rs  g ive n  a nd  th e  q u e s tio n s  a sked  in 

w a y s  th a t c o n tr ib u te  to  a  r ic h e r  a p p re c ia tio n  o f  th e  so u rc e s  o f  v a ria tio n  in

3 In d e e d , a n  a d d i t io n a l  r e a s o n  f o r  f o c u s in g  o n  e c o n o m ic s ,  th e  t r a d i t io n a l  h o m e la n d  o f  

e q u il ib r iu m  a n a ly s is ,  is  rh e to ric a l . B e c a u se  th e  a rg u m e n ts  p re s e n te d  h e r e  ra is e  d if f ic u lt ie s  

fo r  th o s e  d ra w n  to  m o d e ls  e m p h a s iz in g  u n iq u e  e q u i l ib r ia  in  s o c ia l p ro c e s s e s  (e .g .,  m a n y  

ra t io n a l c h o ic e  th e o r is ts ) , d e m o n s tr a t in g  th e  g ro w in g  a c c e p ta n c e  o f  “ in c r e a s in g  re tu rn s ” 

o r  p a th  d e p e n d e n c e  a rg u m e n ts  in  e c o n o m ic s  m a y  d im in ish  th e i r  re s is ta n c e  to  th e  a n a ly s is  

d e v e lo p e d  h e re .
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p o lit ic a l life . F in a lly , th e y  c an  h e lp  o rie n t p o lit ic a l sc ie n tis ts  to  a  re a lis tic  - 

w h ic h  is  to  sa y  m o d e s t  - set o f  a sp ira tio n s  re g a rd in g  th e  p o s s ib i li tie s  fo r 

a c h ie v in g  p a rs im o n y  a nd  p re d ic ta b ility  in  the s tudy  o f  p o litics .

I. The Distinctiveness of Increasing Returns Processes

Im a g in e  a  v e ry  larg e  u rn  c o n ta in in g  tw o  b a lls , o n e  b la c k , o n e  re d 4 . Y ou  

re m o v e  o n e  b a ll, a nd  th en  re tu rn  it to  th e  urn , a c c o m p a n ie d  b y  a  n e w  b a ll  o f  

th e  sam e  co lo r. Y o u  re p e a t  th is p ro ce ss, say, u n til th e  u rn  f ills  up . W h a t can  

w e  say  a b o u t th e  e v en tu a l d is tr ib u tio n  o f  c o lo re d  b a lls  in  th e  u rn ?  O r a b o u t a 

se rie s o f  tria ls  in  w h ic h  w e f ill th e  u rn  a nd  then  s ta rt o v e r a ga in  one  h u n d red  

tim es?

- fo r  e ac h  in d iv id u al tria l w e ha ve  no  id ea  w h a t th e  e v e n tu a l ra tio  o f  re d  to 

b la c k  b a lls  w ill b e; i t  c o u ld  b e  9 9 .9 %  red , o r  0 .0 1 %  re d , o r  a n y th in g  in  

b e tw e en . I f  w e  w e re  to  ru n  100 tria ls , w e  c ou ld  e a s ily  g e t 100 d iffe re n t o u t 

com es.

- on  a n y  in d iv id u a l tr ia l, th e  ra tio  w ill e v e n tu a lly  re a c h  an  e q u ilib riu m . 

S in ce  la te r  d raw s  in a p a rtic u la r  se rie s  c o n tr ib u te  o n ly  m in u te ly  to  th e  d is tr i 

b u tio n  o f  b a lls  in  the u rn , th e  d istr ib u tion  settles d ow n  o n to  a  s ta b le  path .

- seq u en c e  is thus c ruc ia l. E a rly  d raw s  in  e ac h  tria l, w h ich  h a v e  a  c o n s id e r 

a b le  ra n d o m  e le m e n t, h a v e  a  c ru c ia l e ffe c t on w h ic h  o f  th e  p o ss ib le  e q u ilib r ia  

w ill a c tu a lly  e m erge.

M a th e m a tic ia n s ca ll th is  a  Polya urn process. Its c h a ra c te ris tic  q u a litie s  s te m  

fro m  th e  fa c t  th a t an e le m e n t o f  c ha n ce  (o r  ac cid e n t) is c o m b in e d  w ith  a  d e c i 

s io n  ru le  lin k in g  c u rre n t p ro b a b i lit ie s  to  the  o u tc o m e s  o f  p re c e d in g  (p a rtly  

ra n d o m ) se q u e n c e s5. I t is  a  p ro c e ss  w h e re  h isto ry  m atte rs .

4  T h e  fo l lo w in g  d is c u s s io n  re l ie s  h e a v ily  o n  A rth u r 1 9 9 4 , w h ic h  c o l le c ts  A r th u r ’s  g ro u n d 

b re a k in g  e s s a y s  o n  in c r e a s in g  re tu rn s  a n d  p a th  d e p e n d e n c e . W h e n  c i t in g  a  p a r t ic u la r  e s 

s a y  fro m  th is  c o lle c tio n , I  h a v e  p la c e d  th e  d a te  o f  o rig in a l  p u b lic a tio n  in  b ra c k e ts .

5  T h is  c a s e  d e p ic ts  a  v e ry  s p e c if ic  ty p e  o f  p a th  d e p e n d e n t p ro c e s s ,  w h e re  th e  p ro b a b i li ty  o f  
a  p a r t ic u la r  “ d ra w ” p re c is e ly  e q u a ls  th e  ra t io  b e tw e e n  th e  tw o  a l te rn a t iv e s  in  th e  e x is t in g  

p o p u la t io n . A r th u r  (1 9 9 4 ) h a s  sh o w n  th a t m a n y  o f  th e  fe a tu re s  o f  th is  c a s e  h a v e  a  g re a te r  
r a n g e  o f  a p p lic a tio n , b u t n o t  a ll o f  th e m .
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P o ly a  u rn  p ro c e sse s  e x h ib it  increasing returns o r  positive feedback. E a ch  

s tep  a lon g  a p a rtic u la r  pa th  p ro d u ce s  c on seq u e n ce s  w h ich  m a ke  tha t pa th  m ore  

a ttra c tiv e  fo r  th e  ne xt ro und . I f  such  e ffe c ts  b e g in  to  a c c u m u la te , they  ge ne ra te  

a  p o w e rfu l  v ir tu o u s  (o r  v ic io u s )  c y c le  o f  s e lf -r e in fo rc in g  a c tiv ity . B r ia n  

A r th u r  (1 9 9 4 )  ha s su m m a riz e d  th e  m a in  c h a ra c te ris tic s  o f  in c re a s in g  re tu rn  

d y n am ic s a s follow s:

1. Unpredictability. B e c a use  e a rly  e v e n ts  h a ve  a  b ig  im p a c t a nd  are  p a rtly  

ra n d o m , m an y  o u tco m e s  m ay  b e  p o ssib le . W e  c a n n o t p re d ic t a h e a d  o f  tim e 

w h ic h  o f  m an y  p ossib le  e nd -sta te s  w ill b e  reached .

2. Inflexibility. T h e  fu rth e r  in to  th e  p ro ce ss w e are , th e  h a rd e r it b e c o m e s  

to  sh if t fro m  o ne  p a th  to  a n o the r. In  a p p lic a tio n s  to  te c h n o lo g y , a  g ive n  su b 

s id y  to  a  p a rtic u la r  tec h n iq u e  w ill b e  m o re  lik ely  to  sh if t th e  u ltim a te  ou tco m e  

i f  it o cc u rs e a rly  ra th e r  than  later. S u ffic ie n t m o v em e n t d o w n  a  p a rtic u la r  pa th  

m ay  e v e n tu a lly  “ lo ck -in” one  so lu tio n 6.

3. Non-ergodicity. T h is  m o u th fu l m e an s  th a t in d iv id u a l, a c c id e n ta l e v e n ts  

do n o t ca nce l out. T h e y  c a n n o t b e  tre a te d  (w h ich  is to  say , ig n o re d ) as “n o ise .” 

In ste a d  th ey  are  fed  b a c k  in to  fu tu re  cho ic es . S m a ll e ve n ts  a re  rem e m b e red .

4. Potential Path-Inefficiency. T h e  o u tco m e  tha t b e c o m e s  loc ke d -in  m ay  no t 

in  fa c t  g e n era te  h ig h e r p a y -o ffs  th a n  a  fo re g o n e  a lte rn a tiv e  o v e r th e  lo n g  run . 

In  th is  ca se , th e  p ro ce ss m ay  be  c a lle d  p a th -in effic ien t.

T o  th is o ne  can  add  a  g e ne ra l po in t, w h ic h  is th a t  th e se  are  p ro ce sse s  w h e re  

se q u e nc in g  m ay  be  c ritic a l. E a rly  e v e n ts , inc lu d in g  “ n o ise ” , m atte r  m uc h  m ore  

than  la te r  ones. D iffe ren t se q u en ce s p ro d u c e  d iffe re n t ou tco m e s.

In  th e  la s t p a rt o f  th e  p a p er, I w ill a rg u e  th a t  th e se  c h a ra c te ris tic s  c a rry  

m a jo r  im p lic a tio ns  fo r  b o th  th e  k in d s  o f  q u e s tio n s  w e sh o u ld  a sk  a b o u t p o li 

t ic s, a nd  th e  k inds  o f  a n sw e rs  w e sh o u ld  e x p e c t to  f ind . M o st im p o rta n t, they  

su g g e s t th e  ne ed  to  th in k  o f  so c ia l p ro ce sse s, in c lu d in g  p o litic a l o n e s, as fu n 

d a m e n ta lly  h isto rica l in  n a tu re. P o litics  o c c urs in tim e, a n d  p o litic a l o u tco m e s  

a re  th e  re su lt o f  te m po ra l p ro ce sse s. In  se arch ing  fo r  e x p la n a tio n , w e n e ed  to

6  T h is  emerging stability r e p r e s e n ts  a  c r i t ic a l  d is tin c tio n  b e tw e e n  in c r e a s in g  re tu rn s  p ro 

c e s s e s  a n d  c h a o tic  p ro c e s s e s  w h ic h  m a y  g e n e ra te  no s ta b le  e q u i l ib r iu m  a n d  in s te a d  c o n 

s ta n tly  c h a n g e  a n d  e v o lv e . F o r  a n  in te re s t in g  d is c u ss io n  o f  th is  q u ite  d if fe re n t f r a m e w o rk  

s e e  F e a ro n  19 96 .
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th in k  a b o u t c a u se s  a nd  e ffe c ts  th a t a re  o fte n  se p a ra te d  in  tim e , ra th e r  than  

fo cu sin g  e x c lu s iv e ly  on  sync hron ic  ex p la na tio n s  (S ko cp o l 1992; P ie rso n  1996).

II. Path Dependence Arguments in Economics7

E c o n o m ic s  h a s tra d i tio n a lly  fo c u se d  on  th e  se a rc h  fo r  u n iq u e  e q u ilib ria . 

T h e  goal w a s  a ttrac tiv e , b e ca use  i t  sugge sted  a  w o rld  o f  p o ten tia l p re d ic ta b ility  

a nd  e ff ic ie n c y . G iv en  a  k no w le dg e  o f  e x istin g  fa c to r  e n do w m e n ts  a n d  p re fe r 

ences , e q u ilib riu m  a na ly s is  w o u ld  po in t to  a  s ing le o p tim al ou tcom e.

M ore o v e r, b e c a u se  e c o n o m is ts  a s su m e d  a c o n te x t  o f  d e c re a s in g  m arg in a l 

re tu rn s , th is  g o al w a s p o te n tia lly  a c h ie v ab le . W ith  d e c re a s in g  re tu rn s , e c o 

n om ic  a c tio n s  w ill e n g e n d e r n e ga tiv e  fee db ac k , le a d in g  to  a  p re d ic ta b le  e q u i 

l ib riu m . A  sha rp  r ise  in  o il p ric e s  lea ds  to  in c re ase d  c o n se rv a tio n , e x p lo ra tio n , 

a nd  e x p lo ita tio n  o f  o th er so u rc es  o f  en e rg y , lea d in g  to  a  fall in o il p ric es . E ach  

s te p  a w a y  fro m  e q u ilib r iu m  is m o re  d iff ic u lt than  the  o n e  b e fo re . A s  A rth u r 

(1 9 94  [1990], p . l )  sum m a rizes , neg ativ e  “fee db ac k  ten d s  to  s ta b ilize  th e  e c o n 

om y  b e c a u se  a ny  m ajo r c h a n g e s w ill be  o ffse t b y  the  v e ry  rea c tio n s  th ey  g e n 

e ra te . ... th e  e q u ilib riu m  m a rk s  the  ‘b e s t’ o u tco m e  p o ss ib le  u n d e r th e  c irc u m 

stances: th e  m o s t e ff ic ie n t u se  and  a llo c ation  o f  re so u rc e s .”

D u rin g  th e  p a s t de cad e, h ow e ve r, th is  d e crea sing  re tu rn s  tra d itio n  has  fac ed  

a  m o u n tin g  c h a llen ge . E c on o m ists h a v e  e xh ib ite d  a  g ro w in g  in te re st in  th e  idea  

o f  in c re a s in g  re tu rn s . O n  a  w id e  ra n g e  o f  su b je c ts , in c lu d in g  th e  sp a tia l lo c a 

t io n  o f  p ro d u c tio n , th e  d e v e lo p m en t o f  in te rn a tio n a l trad e , the  c a u se s  o f  e c o 

n om ic  g ro w th  a nd  the  e m e rg e n c e  o f  new  tec h no lo g ie s , p a th  d e p e n d en c e  a rg u 

m e n ts  h a v e  b ec o m e  in cre as in g ly  p revalen t.

7  S o m e  so c ia l s c ie n ti s ts  a lso  h a v e  b e e n  d ra w n  to  a rg u m e n ts  a b o u t p a th  d e p e n d e n c e , c r i tic a l  

j u n c tu r e s ,  a n d  p u n c tu a te d  e q u i l ib r ia  in  e v o lu t io n a r y  b io lo g y ,  e s p e c ia l ly  th e  w o rk  o f  

S te p h e n  J . G o u ld  (s e e  e s p e c ia l ly  K ra s n e r  1 9 89 ; S p ru y t 1 9 9 4 ). W ith o u t  d e n y in g  th e  r e le 

v a n c e  o f  th is  li te ra tu re , I f in d  it  a  le s s  u se fu l p o in t o f  d e p a r tu re  th a n  th e  e c o n o m is ts ’ fo c u s  

o n  in c r e a s in g  re tu rn s . M o s t a sp e c ts  o f  p o li tic s  la c k  a n y th in g  lik e  th e  m e c h a n is m  o f  n a tu 

ra l s e le c tio n  w h ic h  d riv e s  D a rw in ia n  th e o ry  ( in te rn a tio n a l re la tio n s ,  a n d  c e r ta in  c h a ra c te r 

is tic s  o f  e le c to ra l s y s te m s  c o n s t itu te  im p o rta n t e x c e p tio n s) . F u rth e rm o re , s o c ia lly -c re a te d  

c o n s t ru c ts  o f  n o rm s  a n d  fo rm a l  in s ti tu t io n s  h a v e  n o  r e a l  a n a lo g  in  e v o lu t io n a r y  th e o ry . 

N o rm s  a n d  fo rm a l in s ti tu t io n s , h o w e v e r ,  a r e  c ru c ia l f e a tu r e s  o f  p o l i t ic s  a n d , a s  w e  sh a l l 

se e , a r e  a  c ri tic a l  e le m e n t in  p a th  d e p e n d e n t so c ia l p ro c e sse s .
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M a ny  o f  the  id e as  d e ve lo p e d  in  th is  rese arch  are  no t e n tire ly  new . T h e  c o n 

c e p t o f  in c re a s in g  re tu rn s  re c e iv e d  a tte n tio n  in  the  w o rk  o f  A d a m  S m ith  and  

( e s p e c ia l ly )  A lf re d  M a rs h a ll . In  th e  2 0 th  c e n tu ry , a n  u n d e rg ro u n d  o f  

“ in s t itu tio n a lis t” sc h o la rsh ip , in c lu d in g  f ig u re s  suc h  a s K ald o r, M yrd a ll, and  

V eb len , c o n tin u ed  to  e x p lo re  th ese  issue s  (K a ld or 1972; M y rd a l 1978; V eb len  

1898). Y e t in  th e  p a s t few  y e ars , p ro m in e n t m ain s tre a m  e c o n o m is ts  h a v e  e m 

b ra c e d  th e  id e a  o f  p a th  d e p e n d e n c e . T h e ir  w o rk  has  re c e iv e d  c o n s id e ra b le  

a tte n tio n  in le a d in g  jo u rn a ls .  D o u g la ss  N o rth , w ho  p la c e s  g rea t e m p h a s is  on 

such  a rg u m en ts in  h is a n a ly s is  o f  the  d e v elo p m e n t o f  m o d e m  c a p ita lism , w as 

re ce n tly  a w a rd e d  the  N o b e l P riz e  fo r  econom ics.

I fo cu s  f ir s t  on  a rg u m e n ts  a bo u t tec h no lo g y , b e c a u s e  th e se  h a ve  p ro v id e d  

th e  m o s t fe r tile  g ro u n d  fo r  e x p lo rin g  th e  c o n d itio n s  c o n d u c iv e  to  in c re a s in g  

re tu rn s . I then  b rie f ly  d isc u ss  d e v e lo p m e n ts  in  o th e r a re a s  o f  e c o n o m ic s  to 

show  th e  g ro w in g  ra n g e  o f  a p p lic a tio n s , in c lu d in g  N o r th ’s c ru c ia l c o n tr ib u 

tions. F in a lly , I c o n s id e r som e re ce n t c ritic ism s . T h is  d iscu ssio n  w ill p rov ide  a 

tra ns itio n  to  th e  a n a ly s is  o f  p o litica l p h e n om e n a d e v e lo p e d  in S e ctio ns  III and 

IV .

W o rk  on tec h n o lo g ic a l c h an ge  ha s re v e a le d  som e  o f  th e  fa c to rs  w h ich  p ro 

m o te  p a th  d e p e n d e n c e . A s  B rian  A rth u r  a n d  P au l D a v id  h a v e  a rgu e d , u n d e r 

c e rta in  c o n d itio n s  a  s in g le  te c h n o lo g y  m ay  a c h ie v e  a  d e c is iv e  a d va n ta g e  o v e r 

c o m p e tito rs , e v e n  th o u g h  it is n o t n e c e ssa rily  th e  m o s t  e ff ic ie n t o ne  in  the  

lo n g -ru n  (A r th u r 1994 ; D av id  1985). O n c e  th e  in it ia l  a d v a n ta g e  is g a in e d , 

h o w e v er, fe e d b a c k  e ffe c ts  m ay  lo c k  in  th is  tec h n o lo g y , e x c lu d in g  o th er a lte r 

na tives.

F ig u re  1, ta k e n  fro m  A r th u r ’s w o rk , su m m a riz e s  th e  p ro c e ss . E a c h  te c h 

n o lo g y  im p ro v e s (g e n e ra tes  h ig h er p a y o ffs ) as it b e c o m e s  in cre a s in g ly  p re v a 

le n t. In  o th e r  w o rd s , th e se  te c h n o lo g ie s  a re  s u b je c t to  in c re a s in g  re tu rn s . 

B e c au se  tec h no lo g y  B s ta rts  w ith  low e r pa yo ffs, h o w e v er, e arly  u se rs  g rav ita te  

to  te c h n o lo g y  A . T h is  m o v e m e n t a c tiv a te s  th e  in c re a s in g  re tu rn s  p ro ce ss , 

im p ro v in g  th e  p e rfo rm a n c e  o f  te c h n o lo g y  A , in d u c in g  m o re  n e w  u se rs  to 

a d o p t it, a nd  w id e n in g  the  g a p  b e tw ee n  tec h no lo g y  A  a nd  B. E v e n tu ally  te c h 

no logy  A  b e c o m e s  locked  in, e ve n  tho u gh  tec h no lo g y  B w o u ld  h a ve  g e ne ra te d  

h ig h e r p a y -o ffs  i f  it  h a d  e v e r rea c h e d  a c ritic a l th re sh o ld  o f  u sa g e  (h ere , 30 

u se rs ) .
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Figure 1: Adoption Payoffs

j | O p tio n  A |  O p tio n  B

A s in  o th e r fo rm u la tio ns  o f  pa th  d e p e n d en c e  th e  c ru c ia l id ea  h e re  is th a t o f  

increasing returns. I f  a  new  te c h n o lo g y  is su b jec t to  in c re as in g  re tu rn s, b e in g  

th e  fa s te s t o u t o f  the  g a te  ( if  on ly  fo r  rea so ns  o f  h is to ric a l a c cid e n t)  b e c o m e s  

key . W ith  in cre a s in g  re tu rn s , th ere  a re  s trong  in c e n tiv e s  fo r a c to rs  to fo c us  on  

a  s in g le  a lte rn a tiv e , a nd  to  c o n tin u e  m ov ing  d ow n  a  sp e c if ic  p a th  o n c e in itia l 

s te ps  a re  tak e n  in  th a t d irec tion .

C ru c ia lly , A rth u r has  a d d re sse d  n o t o n ly  the  c h a ra c te ris tic s  o f  pa th  d e p e n 

d e n t p ro c e ss e s , b u t  th e  c o n d itio n s  w h ic h  are lik e ly  to  g iv e  r is e  to  th em . H e 

o ffe rs  a  sho rt lis t o f  the  c on d itio n s  w h ich  m ake a  te c h n o lo g y  p ro n e  to  in c re a s 

in g  re tu rn s . U n d e rs ta n d in g  th e se  c o n d itio n s  is e sse n tia l fo r the  b ro a d e r c o n 

c ern s  o f  th is p a p er, b e c au se  as w e sha ll see  in S e c tio n  III, a n a ly tica lly  s im ila r  

c irc u m sta n c e s  o c c u r fre qu en tly  in the  w o rld  o f  po litic s.

A rth u r a rg ue s th a t  fo u r fea tu res  o f  a  te ch n o lo g y  a nd  its  so c ia l c o n te x t  g e n 

e ra te  in cre a s in g  re tu rns:

(1) Large set-up or fixed costs. T h e se  c re a te  a h ig h  p a y -o f f  fo r  fu rth e r  

in v e s tm e n ts  in  a  g ive n  tech n o lo g y . B y m ov ing  to la rg e r p ro d u c tio n  runs, f ix e d  

c os ts  can  b e  sp re ad  o v e r m o re  ou tpu t, lea d in g  to  lo w e r u n it cos ts . W h en  se t-u p
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o r f ix ed  c o s ts  a re  h igh , in d iv id u a ls  a n d  o rg a n iz a tio n s  h a v e  a  stro n g  in ce n tiv e  

to  id en tify  a n d  s tick  w ith  a  s ing le  option .

(2 )  Learning effects. K n o w le dg e  g a in e d  in  the  o p e ra tio n  o f  c o m p lex  sys tem s  

a lso  le a d  to  h ig h e r  re tu rn s  fro m  c o n tin u in g  u se. W ith  re p e titio n , in d iv id u als  

lea rn  ho w  to  u se  p ro d u cts  m o re  e ffe c tiv e ly , and  th e ir  e x p e rie n c e s  are  lik e ly  to 

sp u r fu rth e r  in n o v a tio n s in  th e  p ro d u c t o r  in  re la te d  a c tiv ities .

(3 ) Coordination effects. T h e s e  o c c u r  w h e n  th e  in d iv id u a l  re c e iv e s  

in c re a s e d  b e n e fi ts  fro m  a  p a rt ic u la r  a c tiv i ty  i f  o th e rs  a lso  a d o p t th e  sam e  

o p tio n . I f  te c h n o lo g ie s  e m b o d y  p o s itiv e  network externalities, a  te c h n o lo g y  

w ill  b e c o m e  m o re  a tt ra c tiv e  as m o re  p e o p le  u se  it. T h is  e n h a n c e d  a p p e a l 

a tt ra c ts  m o re  u se rs , re in fo rc in g  th e  e x is tin g  a d v a n ta g e . C o o rd in a t io n  e ffe c ts  

a re  e sp ec ia lly  s ig n ifica n t w he n  a  te c h n o lo g y  h a s to  be  c o m p a tib le  w ith  a  linked  

in fra s tru c tu re  (e .g ., so ftw a re  w ith  h a rd w a re , a u to m o b ile s  w ith  an  in fra s tru c 

tu re  o f  re p a ir  fac ilitie s  a n d  gas s ta tions).

(4 )  Adaptive expectations. In d iv id u a ls  m ay  fe e l a  n e ed  to  “p ic k  th e  r ig h t 

h o rse ” b e c a u se  o p tio n s th a t  fa il to  w in  b ro a d  a c c e p ta n c e  w ill h a v e  d raw b a ck s  

la te r  on . A lth o u g h  th e  d y n a m ic  h e re  is  re la te d  to  th e  p o in t a b o u t c o o rd in a tio n  

e ffe c ts  a b ov e , it  fo c u s e s  on  th e  se lf-fu lf i llin g  c h a ra c te r  o f  expectations. P ro 

je c t io n s  a b o u t fu tu re  a g g re g a te  u se  p a tte rn s  le a d  in d iv id u a ls  to  a d a p t th e ir  

b eh a v io r. T h ese  a d a p ta tio n s  h e lp  to  m a ke  th o se  e x p e c ta tio n s  c om e  true.

I t is a  u se fu l e x e rc ise  a t  th is s ta g e  to  tak e  a  s tep  b a c k  fro m  th e  d iscu ssio n  o f  

tec h no lo g y  and  rec o gn ize  th e  b ro a d  a p p lic ab ility  o f  th e  q u a litie s  ju s t  p resen ted . 

M a ny  so cia l in te ra c tio n s  h a ve  p rec ise ly  th e se  fea tu res . N e w  so c ia l in itia tiv e s  - 

suc h  a s th e  c re a tio n  o f  o rg a n iz a tio n s  o r  in s ti tu tio n s  - u su a lly  e n ta il c o n s id e r 

a b le  s ta rt-u p  c o sts ; in d iv id u a ls , a nd  o rg a n iz a tio n s , lea rn  by  d o in g ; w e o ften  

h a v e  p o w e rfu l in ce n tiv e s  to  c o o rd in a te  o u r a c tiv itie s  w ith  th o se  o f  o th e r socia l 

a c to rs; i t  is fre q u e n tly  im p o r ta n t to  b e t on  th e  r ig h t h o rse , a n d  th e re fo re  w e 

a d a p t o u r  b e h a v io r in  lig h t o f  o u r  e x p e c ta tio n s  a b o u t th e  b e h a v io r o f  o th ers. I 

w ish  to  s tre ss  a t  th e  o u ts e t th a t  th e  fo llo w in g  d isc u s s io n  o f  te c h n o lo g y  is 

im p o r ta n t p rim a rily  b e c a u se  it c la rif ie s  a set o f  re la tio n sh ip s  c h a ra c te ris tic  o f  

m an y  so c ia l in terac tion s.

A  n u m b er o f  e c o n o m is ts  h a ve  a rg u ed  th a t the  c o n d itio n s  w h ic h  A rth u r o u t 

l in e s h a ve  b e e n  re le v a n t in  th e  d e v e lo p m e n t o f  new  te c h n o lo g ie s , e sp e c ia lly  

th o se  in  c o m p le x , k n o w le d g e -in te n s iv e  in d u s tr ie s . In c re a s in g  re tu rn s /p a th  

d e p e n d e n c e  a rg u m e n ts  h a v e  b e e n  a p p lie d  to  th e  d e v e lo p m e n t  o f  th e
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“Q W E R T Y ” ty p ew rite r  ke yb o a rd , the  trium ph  o f  the  lig h t-w a te r  n u c le a r  re a c 

to r  in  th e  U n ited  S tates, the  ba ttles  be tw e en  B e ta m a x  a nd  V H S v ideo  rec o rd e rs  

a nd  D O S -b a se d  a nd  M a cin to sh  c om pu ters , e arly  a u to m o b ile  d e sign s , a nd  c o m 

p e tin g  s tan d ard s fo r  e le c tr ic  c u rre n t8.

W h ile  p a th  d e p e n d en c e  a rg u m e nts a bou t te c h n o lo g y  a re  p ro b a b ly  the  b e st 

k no w n , e c o n o m is ts  h a ve  a pp lie d  s im ila r  an a ly ses  in  o th e r c on tex ts  as w ell. In 

fa c t, th e  ra n g e  o f  suc h  a p p lic a tio n s  is s tr ik ing . B o th  K ru g m a n  (1 9 9 1 ) a nd  

A rth u r (1 9 9 4  [1990])  h a ve  p o in te d  to th e  ro le  o f  p a th  d e pe nd en c e in  the  spa tial 

lo c a tio n  o f  p ro d u c tio n . G iv e n  th e  im p o rta n ce  o f  p h y s ic a l p ro x im ity  in  m an y  

a sp ec ts  o f  e c o n o m ic  life , agglomeration effects are  w id e sp rea d . In itia l c en te rs  

o f  e c o n o m ic  a c tiv ity  m ay  ac t lik e  a  m ag n e t, in flu e nc in g  th e  lo ca tion a l d e cisio n s  

a nd  in v e s tm e n ts  o f  o th er e co n o m ic  ac to rs. E s ta b lish e d  f irm s  a ttra c t sup p lie rs , 

sk illed  lab or, sp e cia liz ed  fina nc ia l and  lega l se rv ices , a nd  a p p ro p ria te  p h y sica l 

in fra s tru c tu re , w h ic h  m a ke s  th e  p a rtic u la r  lo c a tio n  a tt ra c tiv e  to  o th e r f irm s  

m a k in g  s im ila r  p ro d u c ts . So d o  so c ia l n e tw o rk s , w h ic h  a llo w  fo r  e a sy  

e x c h a n g e  o f  in fo rm a tio n  a n d  e x p e rtis e . In c re a s in g  re tu rn s  a rg u m e n ts  h e lp  

e x p la in  th e  p re v a le n c e  o f  p oc ke ts  o f  sp ec ia lize d  e c o n o m ic  a c tiv ity , fro m  S ili 

c on  V a lle y  to  th e  h ig h -e n d  te x tile  m an u fa c tu re rs  o f  N o rth e rn  I ta ly . In d ee d , as 

K ru g m a n  h a s c o nc lu d e d , “ [i]f  th ere  is o n e s ing le  a re a  o f  e c o n o m ics  in  w h ich  

pa th  d e p e n d en c e  is u n m is tak a b le , it is in  economic geography - the  lo c a tio n  o f  

p ro d u c tio n  in  space . T h e  long  sh a do w  c a st by  h is to ry  o v e r loca tion  is a p p aren t 

a t a ll sc a le s , from  th e  sm a lle s t to  th e  la rg e s t - fro m  th e  c lu s te r  o f  c o s tu m e  

je w e lry  f irm s  in P rov id e n c e  to  the  c o nc e n tra tio n  o f  6 0  m illio n  p e o p le  in  the  

N o rth ea s t C o rr id o r (K ru g m a n  1991, p. 8 0 ).”9

T h e se  c la im s  c lo se ly  pa ra lle l a  set o f  a rgum e nts a b o u t in te rn atio n a l trade. In 

fact, tra d e  th eo ry  w as  o n e o f  th e  f irs t p lac es  w h e re  a rg u m e n ts  a bo u t in c re as in g  

re tu rn s  g a in e d  w id e  a c ce p ta nc e . R ese arch e rs  b e g a n  b y  fo cu s in g  o n  e c o n o m ic  

tre n d s  w h ic h  a p p e a re d  a n o m a lo u s  fro m  the p e rs p e c tiv e  o f  t ra d itio n a l  tra d e  

th e o ry  - o s t n o tab ly , the  e x p lo s io n  o f  in tr a -in d u s try  in te rn a t io n a l tra d e  a fte r  

W o rld  W a r  II  (K ru g m a n  1 9 94). I f  c o m p a ra t iv e  a d v a n ta g e  re s u l ts  fro m

8 M a n y  o f  th e s e  e x a m p le s  h a v e  b e e n  c o n te s te d  in  tu rn  b y  c r i t i c s  w h o  d e n y  th e  e m p ir ic a l  

c la im  th a t s u p e r io r  te c h n o lo g ie s  lo s t o u t. S in c e  th e s e  c ri t ic is m s  ra ise  b ro a d e r is s u e s  a b o u t 

th e  u s e fu ln e s s  o f  p a th  d e p e n d e n c e  a rg u m e n ts , I w il l p o s tp o n e  d is c u s s io n  u n t i l  th e  e n d  o f  
th is  se c tio n .

9  S p a tia l c o n c e n t ra t io n  o f  p ro d u c t io n  d o e s  n o t  b y  i t s e l f  d e m o n s tr a te  th a t  o n e  r e g io n  w a s  

a b le  to  c o n s o l id a te  it s  p o s i tio n  b e c a u s e  o f  h is to ric a l a c c id e n t.  O fte n  g e o g ra p h ic  a d v a n 

ta g e s  ( lo c a tio n  n e a r  c ru c ia l n a tu r a l re s o u rc e s , o r  tr a n s p o r ta t io n  n e tw o rk s  l ik e  th e  G re a t  
L a k e s)  m a y  p la y  a  k e y  ro le . In  m a n y  c a se s , b o th  “ n a tu ra l”  a d v a n ta g e s  a n d  h is to r ic a l  a c c i 

d e n ts  p la y  a  p a rt.
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“n a tu ra l” fe a tu re s  o f  d iffe ren t c o un tries , one  w o u ld  e x p e c t m o s t tra de  to  o ccu r 

b e tw e e n  q u ite  d iffe re n t  c o u n trie s  - e .g ., N o r th -S o u th  tra d e  o f  m a n u fa c tu re d  

g oo ds  fo r  raw  m a te ria ls . M o st in te rn a tio n a l trad e , h o w e v e r, is  N o rth -N o rth . 

D e v e lo p e d  e c o n o m ie s  tra de  p rim a rily  w ith  o th er d e v e lo p e d  c o un tries , in c lu d 

in g  e x te n s iv e  e x c h a n g e s  w ith in  p a rtic u la r  in d u s tr ie s . T h is  p a tte rn  su g g e s ts  a 

p u z z lin g  re s u lt: b ro a d ly  s im ila r  c o u n trie s  a p p e a r to  h a v e  d e v e lo p e d  h ig h ly  

sp ec ia liz ed  “ n ich e ” com p arative  advan tages.

In c re a sin g  re tu rn s  p ro v id e d  an  a n sw e r to  th is  p u z z le . K n o w le d ge -in ten s iv e  

sec to rs  w ill b e  p ro n e  to  p o s itiv e  fee d ba c k . C o u n trie s  w h ic h  ga in  a  le a d  in  a 

p a rtic u la r  f ie ld , fo r  w h a te v e r re aso n , a re  lik e ly  to  c o n s o lid a te  th a t  le a d  o v e r 

tim e. T h e  re s u lt is a  h ig h  d e g re e  o f  sp e c ia liz a tio n . E v e n  c o un trie s  w ith  q u ite  

s im ila r  initial e n do w m en ts  de ve lo p  q u ite  d iv erg en t a re as  o f  e co n o m ic  streng th . 

C o m p ara tiv e  a d va n ta g e  is n o t sim p ly  g iven , it is  o fte n  created b y  a  seq uen c e o f  

ev en ts  o v e r tim e.

I t is  w o rth  n o tin g  th a t  th is  re se a rc h  on  tra d e  h a s b e e n  u se d  to  d e riv e  som e 

c o n tro v e rs ia l p o lic y  im p lic a tio n s . I f  f ir s t-m o v e r  a d v a n ta g e s  a re  s ig n if ic a n t, 

fre e  tra d e  m ay  no t b e  an  o p tim a l p o lic y  fo r  a  c o u n try  c o m p e tin g  w ith  c o u n 

tr ies  w il lin g  to  su b s id iz e  e m e rg in g  se c to rs. U n d e r c e rta in  (re s tr ic te d ) c o n d i 

t ions , a  p o lic y  o f  “p ic k in g  w in n e rs ” m ay  m a k e  c o n s id e ra b le  e c o n o m ic  sense  

(K ru g m a n  1994; T y so n  199x). T h e re  re m a in s  c o n s id e ra b le  d isp u te  a b o u t the 

s ig n if ic a n c e  o f  su c h  o p p o rtu n itie s  fo r  s tra te g ic  in te rv e n tio n . K ru g m a n , fo r  

in sta n c e , m ain ta in s  tha t they  w ill a pp e ar re la tiv e ly  in fre q u e n tly  - no t so  m uch 

b ec au se  pa th  d e p e n d en c e  is rare , bu t b e ca use  o f  the  d iff ic u lty  o f  a  go v e rn m e nt 

id e n tify in g  w in n e rs  ex ante. W h a te v e r th e  a p p ro p ria te  p o lic y  im p lic a tio n s  o f  

pa th  d e p e n d e n c e  in  c o m p a ra tiv e  a d va n ta g e  m ay  b e , h o w e v er, its e x is te n c e  is 

no w  w ide ly  re c o g n ize d  in  m ain stre am  e c o n o m ic s10.

E c o n o m is ts  h a v e  a lso  a p p lie d  in c re a s in g  re tu rn s  a rg u m e n ts  to  e c o n o m ic  

c h an g e  m o re  b ro a d ly . T h e  m o st p ro m in e n t d e v e lo p m e n t in  re ce n t d iscu ssio n s  

o f  e c o n o m ic  g ro w th  h a s c e n te re d  on  “ e n d o g e n o u s  g ro w th ” th eo ry  (R o m er 

1986; R o m e r 1990). E co n om is ts  in  th e  1980s b e c a m e  p u z z le d  b y  th e  e x isten ce  

o f  g ro w th  ra te s  (n o ta b ly  in  d e v e lo p e d  c o un trie s  d u rin g  th e  p o s t-W o rld  W ar II 

p e rio d ) tha t se e m e d  fa r  g re a te r  than  w h a t m ea su re d  in c re a se s  in  in p u ts  o f  c a p i 

tal a nd  la b o r  c o u ld  e x p la in . R o m e r a nd  o th ers  a rg u e d  th a t  in c re a s in g  re tu rn s  

a sso c ia ted  w ith  e c o n o m ic  a p p lic a tio n s  o f  kn o w le d g e  c ou ld  he lp  a cco un t fo r the

10  A s  K ru g m a n  (1 9 9 6 ,  p p . 1 1 0 -1 1 ) n o te s , in  th e  A m e r ic a n  E c o n o m ic  A s s o c ia tio n ’s  c la s s if i 

c a ti o n  s y s te m  f o r  jo u r n a l  a r t ic le s  o n e  w il l n o w  fin d  “ m o d e ls  o f  tr a d e  w ith  in c r e a s in g  re 
tu rn s  a n d  im p e rfe c t c o m p e ti tio n ”  a lo n g s id e  th e  c a te g o ry  fo r  “c o n v e n tio n a l h a d e  m o d e ls .”
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a no m a ly . U n lik e  c ap ital a nd  labo r, m any  a sp ec ts  o f  k n o w le d g e  a re  n o n -riv a l - 

th e ir  u se  in  one  f irm  does no t p rev e n t their u se in  a n o the r. T h u s , a  s in g le  ga in  

in  k n o w le d g e  c an  b e  a p p lie d  in  m a n y  se ttin g s , a n d  c an  le a d  to  d ra m a tic  

im p ro v e m e n ts  in p ro du ctiv ity . E co no m ic g row th g e n e ra te s  th e  k in d  o f  p o s itiv e  

fee d b a c k  tha t d isting u ish e s in creas ing  retu rns o r  p a th  d e p e n d e n t p ro ce sses.

A so m e w h a t d iffe re n t a n a ly s is  o f  g row th  b a s e d  on  in c re a s in g  re tu rn s  ha s 

e m p h a s iz e d  the  im p o rtan c e  o f  c o m p lem e n ta rities  (M ilg ro m  a nd  R o be rts 1990; 

M ilg ro m , Q u ia n  a n d  R o b e r ts  1991). V a rio u s  e c o n o m ic  a c tiv it ie s  (e .g .,  in  

in fo rm a tio n  te c h n o lo g y ) a re  o ften  c o m p le m e n ta ry  to  o th e r re la te d  a c tiv itie s . 

Im p ro ve m e n ts  in  a  c o re  a c tiv ity  can  thus spill o v e r b y  im p ro v in g  re la te d  p a rts  

o f  th e  e c o n o m y  (lo w e rin g  c o s ts  o r  in c re a s in g  p ro d u c tiv ity ) . T h e se  im p ro v e 

m en ts  in  tu rn  m ay  in cre a se  th e  a ttrac tiv en e ss  o f  th e  c o re  a c tiv ity . F rom  th e ir  

fo rm a l a n a ly s is  o f  such  a  d y n a m ic , M ilg ro m , G u ia n  a n d  R o b erts  d e riv e  w h a t 

th ey  c all the  “ m o m e n tu m  th eo rem ” ; “ ...once  the sy s te m  b e g in s  a lo n g  a  p a th  o f  

g ro w th  o f  th e  c o re  v a ria b le s , it w ill c o n tin ue  fo re v e r a lo n g  th a t  p a th  or, m o re  

re a lis tic a lly , u n til u n m o d ele d  fo rce s d istu rb  th e  sy s te m ” (M ilg ro m , Q u ian  a nd  

R o b e rts , 1991, p. 85).

In  sh o rt, e c o n o m is ts  a re  no w  a p p ly in g  p a th  d e p e n d e n c e  a n d  in c re a s in g  

re tu rn s  a rg u m en ts to  a  w ide  ran g e  o f  im p o rta n t e c o n o m ic  p h e n om en a , in c lu d 

in g  th e  e m e rg e n c e  o f  n ew  te c h n o lo g ie s  and  p ro d u c t  in n o v a tio n , p a tte rn s  o f  

tra d e , th e  sp a tia l lo c a tio n  o f  e c o n o m ic  a cto rs , a n d  th e  so u rc e s  o f  e c o n o m ic  

g ro w th  itse lf . P e rh a p s  m o s t im p o rta n t  fo r  s tu d e n ts  o f  p o litic s , h o w e v e r , h a s 

b e e n  D o u g la ss  N o r th ’s a p p lic a tio n  o f  p a th  d e pe n d e n c e  a rg u m e n ts  to  is su e s  o f  

in s t itu tio n a l e m e rg e n c e  a nd  c h an g e  (N o rth  1990a). N o rth  a rg u e s  th a t  a ll th e  

fe a tu re s  id e n tif ie d  in  in v es tig a tio n s  o f  in c re as in g  re tu rn s  in  te c h n o lo g y  c an  be 

a p p lie d  to  in s titu tio n s  a s w ell. In  c o n te x ts  o f  c o m p lex  so c ia l in te rd e p e n d e n c e , 

n ew  in s titu tio n s  w ill o ften  e n ta il h igh  f ix e d  o r  s ta rt-u p  c os ts , a n d  in v o lv e  c o n 

s id e ra b le  le a rn in g  e ffe c ts ,  c o o rd in a tio n  e ffe c ts , a n d  a d a p tiv e  e x p e c ta tio n s . 

E s ta b lis h e d  in s t itu tio n s  g e n e ra te  p o w e rfu l in d u c e m e n ts  th a t  re in fo rc e  th e ir  

o w n  s ta b ili ty  a n d  fu rth e r  d e v e lo p m e n t. “ In  sh o rt” , N o rth  c o n c lu d e s , “ th e  

in te rd e p e n d e n t w e b  o f  an  in s t itu tio n a l m a trix  p ro d u c e s  m a s s iv e  in c re a s in g  

re tu rn s” (N o rth  1990a, p. 95).

T h is  a rg u m e n t p ro v id e s  th e  c o re  to  N o r th ’s s w e e p in g  re in te rp re ta tio n  o f  

e c o n o m ic  h is to ry . T h e  c en tra l p u z z le  m o tiv atin g  N o r th ’s in q u iry  is th e  lim ite d  

c o n v e rg e n c e  o f  e c o n o m ic  p e rfo rm a n c e  a c ro ss c o u n trie s . N e o -c la ss ic a l th eo ry  

su g g e s ts  th a t  it sh o u ld  b e  re la tiv e ly  e a sy  fo r  la g g a rd  c o u n trie s  to  a d o p t th e  

p ra c t ic e s  o f  h ig h  p erfo rm e rs , a nd  th e re fo re  w e sh o u ld  se e  fa ir ly  ra p id  c o n v e r 
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g e n c e . B u t  w e  d o n ’t. A c c o rd in g  to  N o r th , in s t i tu t io n s , w h ic h  he  d e fin e s  

b ro a d ly  to  in c lu d e  “th e  ru le s  o f  th e  g a m e  in a  so c ie ty  or, m o re  fo rm a lly , ... 

the  h u m a n ly  d e v ise d  c o ns tra in ts  th a t shape  h u m an  in te ra c t io n ” (p. 3), e xp la in  

the  a n o m a ly  o f  c o n tin u e d  d iv e rg e n c e  in  e c o n o m ic  p e rfo rm a n c e  a m o n g  c o u n 

tr ies  o ve r tim e. O n ce  in p lac e  in s titu tio n s  a re  h a rd  to  c h a n g e , and  they  h a v e  a 

tre m e n d o u s  im p a c t  o n  th e  p o s s ib i li tie s  fo r  g e n e ra tin g  su s ta in e d  e c o n o m ic  

g row th. Ind iv id u als and  o rg an iza tio n s  a da p t to e x is tin g  in s titu tio n s . I f  th e  in sti 

tu tio n a l m a trix  c re a te s  in c e n tiv e s  fo r  p ira c y , N o rth  o b se rv e s , p e o p le  w ill 

in v e s t in  b e c o m in g  g o o d  p ira te s . T h u s , w h e re  in s t i tu t io n s  fa il to  p ro v id e  

in c e n tiv e s  to  b e  e c o n o m ic a l ly  p ro d u c tiv e , th ere  is u n lik e ly  to  b e  m uc h  e c o 

n o m ic  g row th.

F o r p o litic a l sc ie n tis ts , N o r th ’s in s ig h t is  c ru c ia l fo r  tw o  re aso ns . F irs t, he 

h ig h lig h ts  the  p a ra lle ls  b e tw e e n  c h a ra c te ris tic s  o f  te c h n o lo g y  a nd  c erta in  c h ar 

a c te ris tic s  o f  so c ia l in te ra c t io n s . In  th is  c o n te x t , i t  is w o r th  n o tin g  th a t  

A r th u r’s a rg u m en ts  a b o u t te c h n o lo g y  a re  n o t rea lly  a b o u t th e  tec h no lo g y  its e lf  

b u t a b o u t th e  c h a ra c te ris tic s  o f  a  te c h n o lo g y  in interaction with c e rta in  q u a li 

t ie s  o f  re la te d  so c ia l in te ra c tio n s . T h is  is  a  p ro m is in g  lin e  o f  th o u g h t w h ich  I 

w ill d e v e lo p  fu rth e r  in  th e  n e x t sec tion . M y  v iew  is th a t N o rth  h a s fo cu se d  on 

o n ly  so m e  o f  th e  a p p ro p ria te  pa ra lle ls. T h e re  are  o th e r im p o rta n t ones.

T h a t  b e in g  said , th e  se c o n d  re a so n  N o r th ’s a rg u m e n t is so  u se fu l is  b e c au se  

h e  r ig h t ly  e m p h a s iz e s  th a t  in s ti tu tio n a l d e v e lo p m e n t is su b je c t  to  in c re a s in g  

re tu rn s. I t is th ro u g h  th e ir  ro le  in  p a tte rn s  o f  in s t itu tio n a l e m e rg e n c e , p e rs is 

ten c e , a n d  c h an g e  th a t p a th  d e p e n d e n t so c ia l p ro c e s se s  a re  m o s t s ig n if ic an t. 

G iv e n  th e  p ro m in e n t ro le  in s ti tu t io n s  h a v e  p la y e d  in  re c e n t p o lit ic a l sc ie n c e  

th eo riz in g , the  p o ss ib le  im p lic a tio ns  sho u ld  be  e v id e n t, b u t I w ill d isc u ss  them  

in  m ore  d e ta il la te r  in  th is e ssay .

T h us , the  ran ge  o f  a p p lic a tio n s  w ith in  e c o n o m ics  is sw e ep in g . T h e  e co n o m ic  

d ia lo g u e  su rro u n d in g  p a th  d e p e n d e n c e  is th e  im p a s s io n e d  d isc o u rse  o f  an 

e m e rg in g  p a ra d ig m . E c o n o m is ts  ta lk  o f  “n e w ” g ro w th  th e o ry , “ n e w ” tra d e  

th eo ry , a n d  so  on  - a ll b a se d  o n  a rg u m en ts  in v o lv in g  in c re a s in g  re tu rn s . Y et 

d esp ite  th e  p rev a le n c e  o f  such  a rg u m en ts  a nd  th e  in te lle c tu a l e x c ite m e n t a sso 

c ia ted  w ith  them , th ere  is g o o d  re a so n  to  b e lie v e  th a t th e  ra n g e  o f  a p p lic a tio n  

sh o u ld  b e  e v en  w id e r in  p o litic s  than  it is in e c o n o m ic s. T o  u n d e rs ta n d  w hy , it 

is h e lp fu l to  c o n s id e r  th e  m a jo r o b jec tio n s  to  p a th  d e p e n d e n c e  a rg u m e n ts  that 

h a v e  re ce n tly  su rfa c ed  in  e co n o m ics .

©
 T

h
e

 A
u

th
o

r(
s
).

 E
u

ro
p

e
a

n
 U

n
iv

e
rs

it
y
 I

n
s
ti
tu

te
. 

D
ig

it
is

e
d

 v
e

rs
io

n
 p

ro
d

u
c
e

d
 b

y
 t

h
e

 E
U

I 
L

ib
ra

ry
 i
n

 2
0

2
0

. 
A

v
a

ila
b

le
 O

p
e

n
 A

c
c
e

s
s
 o

n
 C

a
d

m
u

s
, 

E
u

ro
p

e
a

n
 U

n
iv

e
rs

it
y
 I

n
s
ti
tu

te
 R

e
s
e

a
rc

h
 R

e
p

o
s
it
o

ry
.



21

In  a  fo rc e fu l  c r it iq u e , L ie b o w itz  a n d  M a rg o lis  (1 9 9 5 )  h a v e  ra is e d  som e  

to u g h  q u e s tio n s  a b o u t th is  new  lite ra tu re  on  in c re a s in g  re tu rn s. T h e y  a rg u e  

th a t  th e re  is little  re a so n  to b e lie v e  th a t  a c c id e n ts  m a tte r  m uch , o r  th a t  e c o 

n o m ic  sys te m s  a re  v ery  like ly  to  g e t locked  o n to  c o u rse s  o f  su b -o p tim a l p e r 

fo rm a n c e . T w o  a s p e c ts  o f  th e ir  c r it iq u e  a re  re le v a n t  h e r e 11. F irs t,  they  

e m p h a s iz e  tha t o n ly  “re m e d ia b le ” p a th  d e pe n de nc e  is re a lly  o f  th e o re tic a l s ig 

n ific an c e . S e co nd , th e y  c la im  th a t m a rk e t m e ch a n ism s in su re  that re m e d ia b le  

pa th  d ep en d e nc e  is rare . I w ill take  up  e ach  p o in t in  tu rn 12.

F o llo w in g  W illia m so n  (19 93 ), L ie b o w itz  a nd  M a rg o lis  d istin g u ish  re m e d i 

a b le  a nd  n on -re m ed ia b le  pa th  d e pe ndenc e. T h e y  no te  tw o  k ind s  o f  p a th  d e p e n 

d en c e  ( “firs t d e g re e ” a nd  “ second  d e g re e ”) th a t a re  n o n -re m ed ia b le , b y  w h ich  

th ey  m e an  th a t  th e re  are  no  feasible im p ro v e m e n ts  in  th e  p a th , e ith e r  n o w  o r 

in  th e  p ast. F irs t d e g re e  pa th  d e pe n de nc e  “is a  s im p le  a sse rtio n  o f  an  in te rte m 

p o ra l re la tio n sh ip , w ith  no  im p lie d  c la im  o f  in e ff ic ie n c y ” (p. 207). E v e ry o n e  

a c c e p ts  th a t c u rre n t  e v e n ts  d e p en d  on  p r io r  o n e s , in  th e  m in im al se n se  th a t  

th ese  p r io r  e v e n ts  c re a te  th e  s to c k  (e .g , o f  fa c to rs  o f  p ro d u c tio n )  w h ic h  c u r 

re n t a c to rs  m u s t w o rk  w ith . I t is n o t c le a r tha t the  c la im  th a t  “h is to ry  m a tte r s” 

in  th is sense  c arries  m any  pow e rfu l im p lica tions .

S e co n d-d e g re e  p a th  d e pe n de nc e  “stip u la tes  th a t in te rte m p o ra l e ffe c ts  p ro p a 

g a te  e r ro r” ( ib id ) . W ith  h in d s ig h t, w e w ish  th a t  so m e  o th e r  a lte rn a tiv e  h a d  

b e e n  chosen . Y e t L ieb o w itz  a nd  M a rg o lis  are  a lso  u n c o n v in c e d  o f  the  im p lic a 

t io n s  o f  sec on d  d e g re e  p a th  d e pe nd en ce . I f  w e a c te d  as b e s t w e  c o u ld  w ith  the  

in fo rm a tio n  a v a ilab le  a t th e  tim e, th e  m is tak e  w as  u n a v o id a b le , and  w e  c a n n o t 

re a son a b ly  d escrib e  th e  o u tco m e  as ineffic ien t.

L ie b o w itz  and  M a rg o lis  a rg ue  th a t th e  o n ly  k ind  o f  p a th  d e p e n d e n c e  w ith  

m a jo r ra m ific a tio n s  is p a th  d e pe n d e n c e  that is p o te n tia lly  rem e d ia b le : “ th ird - 

d e g re e  p a th  d e p e n d e n c e , ... /w h ic h / su pp oses  th e  fe a s ib ili ty , in  p r in c ip le , o f  

im p ro v e m e n ts  in  th e  pa th  ... is the o n ly  fo rm  o f  pa th  d e p e n d e n c e  th a t c on flic ts  

w ith  th e  n e o c la ss ic a l  m o d e l o f  re le n tle ss ly  ra t io n a l b e h a v io r le a d in g  to  e ff i 

c ie n t , a nd  th e re fo re  p re d ic ta b le , o u tc o m e s ” ( ib id ) . T h is  d is tin c t io n  b e tw e e n  

re m e d ia b le  a n d  u n re m e d ia b le  p a th  d e p e n d e n c e  is c ru c ia l  to  th e ir  a rg u m e n t,

11 L ie b o w itz  a n d  M a rg o lis  a ls o  d e v e lo p  a n  e m p ir ic a l c r i t iq u e  o f  a n  a l le g e d  c a s e  o f  p a th  d e 

p e n d e n c e : V H S  v s . B e ta m a x . E ls e w h e re  th e y  h a v e  c r i t i c iz e d  o th e r  f a v o re d  e x a m p le s ,  
su c h  a s  th e  Q W E R T Y  k e y b o a rd  (L ie b o w itz  a n d  M a rg o lis  1990).

12 N o te  th a t th e  M a rg o l is /L ie b o w tiz  c r i tiq u e  d e p e n d s  o n  both  p a r ts  o f  th e i r  a rg u m e n t  b e in g  

tr u e . T h e  s ig n if ic a n c e  o f  p a th  d e p e n d e n c e  fo r  s o c ia l s c ie n t i s ts  c a n  b e  s u s ta in e d  i f  either 

th e  re le v a n c e  o f  n o n - r e m e d ia b le  p a th  d e p e n d e n c e  o r  th e  p r e v a le n c e  o f  r e m e d ia b le  p a th  
d e p e n d e n c e  c a n  b e  su s ta in e d .
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b e c a u se  M a rg o lis  a nd  L ie b o w itz  b e lie v e  th a t  in s ta n c e s  o f  th e  m o re  th e o re ti 

ca lly  tro u b lin g , rem ed ia b le  k ind  o c c u r v e ry  in freq u en tly .

Is th e ir  d ism iss a l  o f  n o n - re m e d ia b le  p a th  d e p e n d e n c e  c o n v in c in g ?  A s 

W illia m so n  n o te s , fo r  p o lic y  p u rp o se s  re m e d ia b ility  is lik e ly  to  b e  a n  a p p ro 

p r ia te  s tan da rd . R ec o g n iz in g  th e  e x is te n c e  o f  p a th  d e p e n d e n c e  m ay  n o t h e lp  

p o lic y m a k ers  m uch  i f  they  d o  n o t k now  how  to  id en tify  it ex ante13. B u t i f  ou r 

p u rp o se  is in s te a d  to  u n d e rs ta n d  - p e rh a p s  ex post - w h y  so c ie tie s  m o v e  in 

p a rtic u la r  d ire c tio n s  a nd  th e  c o nse q u e n c e s  o f  suc h  m o v em e n ts , th is  o b jec tio n  

loses som e o f  its fo rce . Indeed , s ince  it w ill o fte n  be  im p o ss ib le  in principle to 

d e m o n s tra te  th a t an  a lte rn a t iv e  c o u rs e  o f  a c tio n  w o u ld  h a v e  b e e n  su p e rio r  

(e i th e r  b e c a u se  th e  m e a n in g  o f  su p e rio ri ty  i t s e l f  is  su b je c t to  d is p u te  o r  

b e c a u se  w e c a n n o t  k no w  w h a t  im p ro v e m e n ts  in  an  a lte rn a tiv e  te c h n o lo g y  

w o u ld  h a v e  o c c u rre d  i f  a n o th e r pa th  h a d  b e en  fo llo w e d ), the  re m e d ia b ility  test 

se em s m o re  lik e  a  d e b a te r ’s p o in t. B y  in s is tin g  on  an  im p o s s ib le  b u rd e n  o f  

p ro o f, su g g es tio ns  th a t th e  ac tua l p a th  c ho sen  m ay  h a ve  b e en  p ro b le m a tic  a re  

sim p ly  ru led  o u t o f  c o u rt by  fiat.

T h e  se c o n d  p a rt o f  th e  M a rg o lis /L ieb o w itz  a n a ly s is  is th e  c la im  tha t re m e d i 

a b le  p a th  d e p e n d e n c e  is ra re . H e re , th e ir  a rg u m e n t is s tra ig h tfo rw a rd . I f  one  

o f  tw o  o p tio n s  is su p e rio r  in  th e  lo n g -ru n  b u t  n o t in  th e  sh o rt-ru n , m a rk e t 

a rra n g e m e n ts  w ill g e n e ra lly  a ssu re  th e  a d o p tio n  o f  th e  s u p e rio r  p a th . T h e  

a b ili ty  o f  p r iv a te  a c to rs  to  c a p tu re  th e  re tu rn s  fro m  lo n g -te rm  in v e s tm e n ts  

p re v e n ts  b a d  c h o ic e s. In s ti tu tio n s  o f  p ro p e rty  r ig h ts , p ro v is io n s  fo r  p a te n ts , 

e tc . fa c ilita te  th e  in te rn a liz a tio n  o f  p o ss ib le  e x te rn a litie s , a nd  m ark e t a rra n g e 

m e n ts  such  a s a  p len tifu l su p p ly  o f  v e n tu re  c a p ita l m e an  th a t o p tio n s w ith  low  

sh o rt-ru n  p a y -o ffs  w ill n o n eth e less  re ce iv e  the  su p p o rt th a t  they  de serve . E c o 

n o m ic  a c to rs , in  sh o rt, c a lc u la te  in  th e  sh a d o w  o f  th e  fu tu re , a n d  a re  thu s  

u n lik e ly  to  in d u lg e  in m y o p ic , sh o rt- te rm  m a x im iz in g  b e h a v io r a t th e ir  ow n 

lo n g -te rm  e xpe nse .

T h is  a rg u m e n t c le a rly  h a s som e  fo rc e 14. H o w  m u ch , h o w e v e r, d e p e n d s  on 

the  s tren g th  o f  th ese  m ec h an ism s  fo r  o v e r-c o m in g  sh o rt- te rm  th in k in g  o r  fre e 

r id in g . In m y  v iew , M a rg o lis  a nd  L ie b o w itz  a re  m o re  th an  a  little  c o m p la c e n t 

a b o u t th e  c a p a c ity  o f  such  m e c h a n ism s  to  fu lly  in te rn a l iz e  th e  c o n s id e ra b le  

e x te rn a litie s  th a t are  c e n tra l to  in c re as in g  re tu rn s  a rg u m e n ts . I th ink  it w ise  to

*3 A s  n o te d  b e fo re ,  i t  is  p re c is e ly  fo r  th is  r e a s o n  th a t  K ru g m a n  q u e s t io n s  th o s e  m a k in g  

b ro a d  c la im s  a b o u t  th e  im p lic a tio n s  o f  in c r e a s in g  re tu rn s  a rg u m e n ts  fo r  tra d e  p o lic y .

14 In d e e d , A r th u r  e x p l ic id y  re c o g n iz e d  th is  p o s s ib il ity , a l th o u g h  a s  fa r  a s  I  k n o w  h e  d id  n o t 

s y s te m a tic a l ly  p u rs u e  th e  im p lic a tio n s .  S e e  A r th u r  1 9 9 4 , p . 2 8 , fn  11.
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le a v e  th is m a tte r  to  e c o n o m is ts , h o w e v e r15. In stea d , w h a t I w o u ld  p o in t o u t is 

th a t th is  e ffo r t to  re fu te  p a th  d e p e n d e n c e  a rg u m e n ts  in  e c o n o m ic s  h a s v e ry  

lim ite d  re le v a n c e  fo r  p o litic a l sc ie n tis ts . H o w e v er s tro n g  m ark e t m ec h a n ism s  

fo r  “ fa r-s ig h te d n e s s” m ay  be , they  are  a lm o s t c e rta in ly  fa r  w e a k e r in  po litic s. 

I e x p la in  w h y  in  S ec tio n  HI.

m . Moving From Economics to Politics:
The Applicability of Path Dependence Arguments

T h e  a p p lic a t io n  o f  e c o n o m ic  m e th o d s  to th e  s tu d y  o f  p o lit ic s  h a s b e e n  

u n q u e s tio n a b ly  f ru itfu l.  In  a re a s  su c h  as th e  s tu d y  o f  p a r ty  c o m p e tit io n  

(D o w n s), th e  fo rm a tio n  o f  in te re s t g rou p s a nd  so c ia l m o v e m e n ts  (O lso n ) a nd  

v o tin g  a n d  le g is la tive  b e h a v io r (A rrow ), im p o rts  fro m  e c o n o m ic s  h a v e  illu m i 

n a te d  im p o r ta n t fe a tu re s  o f  the  p o litic a l la n d sca p e. T h e  v a lu e  o f  e c o n o m is ts ’ 

a c a d e m ic  e x p o r ts  is  g re a t ly  e n h a n c e d , h o w e v e r,  i f  th e  p o li t ic a l  sc ie n c e  

im p o r te r s  ta k e  c a re fu l a c c o u n t o f  th e  d is tin c tiv e  fe a tu re s  o f  the  “ lo c a l” e n v i 

ro n m e n t  (M o e  1990). A rg u m en ts  d raw n  fro m  e c o n o m ic s  m u s t b e  se n s itiv e  to 

th e  q u ite  d iffe re n t n a tu re  o f  th e  p o litica l w o r ld 16.

T h is  is a s tru e  fo r  a rg u m en ts  a b o u t p a th  d e pe n d e n c e  a nd  in c re a s in g  re tu rn s  

a s it  h a s p ro v e n  to  b e  fo r  o th e r k ind s  o f  a n a ly s is . P o litic s  d iffe rs  fro m  e c o 

n o m ic s  in  m an y  w ays . T h e  k e y  is to  id en tify  th o se  a sp ec ts  o f  th e  p o litica l e n v i 

ro n m e n t w h ic h  a re  m o s t re le v a n t to  an  in v e s tig a tio n  o f  the  so u rc e s and  c o nse 

q u e n c e s  o f  p a th  d e p e n d e n c e . I d iv id e  th is  d isc u ss io n  in to  tw o  p a rts . F irs t, I 

c o n s id e r  th ree  p ro m in e n t a sp e c ts  o f  po litic s  w h ich  are  c o n d uc iv e  to  in c re as in g

15 E x c e p t  f o r  o n e  o b s e rv a tio n . T h e  L ie b o w itz /M a rg o l is  c r i t iq u e  fo c u s e s  o n  c h o ic e  o f  te c h 

n o lo g ie s  o r  p ro d u c ts . A s  n o te d  e a r l ie r ,  th is  i s  b u t o n e  o f  th e  m a n y  w a y s  th a t  in c r e a s in g  

re tu rn s  a rg u m e n ts  a r e  in v a d in g  e c o n o m ic s .  H o w  w e ll  c o u ld  th e ir  a rg u m e n t  b e  e x te n d e d  

to  o th e r  in c re a s in g  re tu rn s  p ro c e s se s?  A s  I  w il l  m a k e  c le a r  in  th e  n e x t s e c t io n , i t  h a s  li tt le  

re le v a n c e  to  th e  d e v e lo p m e n t  o f  in s ti tu t io n s , w h ic h  a re  a ls o  s u b je c t  to  in c r e a s in g  re tu rn s . 

In  th is  re g a rd  it  is  r e v e a l in g  th a t th e  L ie b o w itz /M a rg o li s  e s s a y  d o e s  n o t e v e n  c i t e  N o r th ’s  

w o rk .  A s  N o rth  h a s  a rg u e d , p a th  d e p e n d e n t p ro c e s s e s  o f  in s ti tu t io n a liz a tio n  a r e  c ru c ia l to  

th e  d e v e lo p m e n t  o f  p a r t ic u la r  m a rk e t  e c o n o m ie s . H e re  fa r - s ig h te d  f in a n c ia l m a rk e ts  a re  

g e n e ra l ly  o f  l im ite d  h e lp . T h u s  th e  a rg u m e n t d e v e lo p e d  in  S e c tio n  III  a b o u t  p a th  d e p e n 

d e n t  p r o c e s s e s  in  p o l i t i c s  is  r e le v a n t  f o r  e c o n o m is t s  a s  w e l l .  F e a tu r e s  o f  th e  p o l i ty  - 

w h ic h  m a y  th e m s e lv e s  b e  p a th  d e p e n d e n t  -  d e te r m in e  w h e th e r  th e  m e c h a n is m s  u p o n  

w h ic h  th e  L ie b o w itz /M a rg o li s  a rg u m e n t re lie s  w ill in  fa c t b e  p re s e n t .

16 T h e  fo l lo w in g  d is c u s s io n  i s  p a r t ic u la r ly  in d e b te d  to  L in d b lo m  1 9 7 7 , M o e  1 9 8 4 , M o e  

1 9 9 0 , a n d  N o rth  1 9 9 0 b .
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re tu rn s  p roce sses : (1) the  e x tre m e ly  h igh  d e n sity  o f  in s titu tio n s; (2) the  cen tral 

ro le  o f  c o lle c tiv e  a c tio n ; a nd  (3) the  in tr in s ic  c o m p le x ity  a nd  o p a c ity  o f  p o li 

tics. A fte r  b rie fly  e x p lic a tin g  e ac h  o f  these c h ara c te ris tic s , I d isc u ss  th e ir  re le 

v a n c e  to  th e  c u rre n t d iscu ssio n . All o f these features make increasing returns 

processes more prevalent in politics. T h ey  inc re ase  the  lik e lih o o d  th a t m u ltip le  

p a th s  w ill b e  p o ten tia lly  v iab le .

In  th e  sec on d  p a rt o f  th is  d isc uss io n , I c o m p le m e n t th ese  c la im s  b y  e x p la in 

in g  w h y  th e  a m e lio ra tiv e  m e c h a n ism s  w h ic h  W ill ia m so n  a n d  M a rg o lis  a nd  

L e ib o w itz  id e n tify  in  e c o n o m ic  sys te m s  a re  less e ffe c tiv e  in  c o rre c tin g  p a th  

d e p e n d e n c e  in  p o litic s . In  p a rtic u la r , I e m p h a s iz e  th re e  c h a ra c te ris tic s  o f  p o li 

t ics; th e  w ea kn ess  o r  a bsen c e  o f  e ff ic ie n cy -en h an cin g  m ec h a n ism s  o f  c o m p e ti 

t io n  a n d  lea rn in g ; th e  sh o rte r  tim e  h o riz o ns  o f  p o litic a l a c to rs , and  th e  g re a te r  

“ s tic k in e s s” o f  p o litic a l in s ti tu tio n s . All o f these features make increasing 

returns processes in politics more intense. T h e y  in c re a s e  th e  d iff ic u lty  o f  

m o v in g  o f f  a  pa th  on c e a c to rs  h a v e  s ta rted  d ow n  it.

T h u s h a v in g  sh o w n  in P a rt II tha t in c re as in g  re tu rn s  p ro c e sse s  are  now  seen  

as c e n tra l to  e c o n o m ic s , I  w ish  to  a rg ue  h e re  th a t th ese  d y n a m ic s  w ill b e  b o th  

m o re  p rev a le n t a n d  m o re  in te n se  in  po litic s. I b e g in  b y  d isc u ss in g  th e  rea son s  

fo r  e x p e c tin g  pa th  d e p e n d e n c e  to  o c c u r m ore  fre q u e n tly , b e fo re  tu rn in g  to  the  

rea son s to e x p e c t it to  p lac e  m o re  p o w e rfu l c o ns tra in ts  on  the  c ou rse  o f  p o lit i 

cal develop m en t.

The Institutional Density o f Politics. M a n y  c e n tra l fe a tu re s  o f  p o litic a l sys 

te m s  a re  compulsory ra th e r  th an  v o lu n ta ry . L e g a lly  b in d in g  ru le s  a re  n o t ju s t  

a  fo u n d a tio n  fo r p o litic a l a c tiv ity  ( lik e  p ro p e rty  r ig h ts  in  th e  e c o n o m y ). T he y  

are  in s te a d  th e  v ery  e sse n c e  o f  p o litic s  (L in d b lo m  1977; M o e  1990). P o litic s  

in v o lv e s  s tru gg les  o v e r th e  p o w e r to  e stab lish , e n fo rc e , a n d  c h a n g e  ru le s  g o v 

e rn in g  so c ia l a c tio n  in a  p a rt ic u la r  te rr ito ry . B o th  fo rm a l in s ti tu t io n s  (su c h  as 

c o n s titu tio n a l a rra n g e m e n ts )  and public policies p lac e  e x te n s iv e , le g a lly -b in d 

ing  c o n s tra in ts  on  b e ha v io r.

A lth o u g h  u n o r th o d o x , th e  in c lu s io n  o f  p u b lic  p o lic ie s  a s w ell as fo rm al 

in s titu tio n s  in  th is  fo rm u la tio n  is im p o rta n t (P ie rso n  1993). W h ile  p o lic ie s  are  

g e n era lly  m o re  e a s ily  a lte re d  than  the  c o n s titu tiv e  ru le s  o f  fo rm a l in stitu tio n s , 

they  a re  n e v e rth e le ss  e x tre m e ly  p ro m in e n t c o n s tra in in g  fe a tu re s  o f  th e  p o lit i 

ca l e n v iro n m en t. P o lic ies , g ro u n d ed  in  law  a nd  b a c k ed  by  th e  c o e rc iv e  p o w e r 

o f  th e  s ta te , s ig n a l to  a c to rs  w h a t has  to  be d o n e , w h a t c a n n o t b e  d on e , and  

w h a t a c tiv itie s  w ill b e  a sso c ia te d  w ith  p a rtic u la r  re w a rd s  a nd  p e n a ltie s . M ost

©
 T

h
e

 A
u

th
o

r(
s
).

 E
u

ro
p

e
a

n
 U

n
iv

e
rs

it
y
 I

n
s
ti
tu

te
. 

D
ig

it
is

e
d

 v
e

rs
io

n
 p

ro
d

u
c
e

d
 b

y
 t

h
e

 E
U

I 
L

ib
ra

ry
 i
n

 2
0

2
0

. 
A

v
a

ila
b

le
 O

p
e

n
 A

c
c
e

s
s
 o

n
 C

a
d

m
u

s
, 

E
u

ro
p

e
a

n
 U

n
iv

e
rs

it
y
 I

n
s
ti
tu

te
 R

e
s
e

a
rc

h
 R

e
p

o
s
it
o

ry
.



25

o f  th e se  p o lic ie s  a re  a lso  re m a rk a b ly  du rab le  (R o se 1990). E sp ec ia lly  in m o d 

e rn  soc ie ties , e x ten s iv e  p re -e x is tin g  p o lic ie s  fu n d am en ta lly  shape th e  ince n tiv es  

a nd  re so u rc es  o f  p o litic a l ac to rs.

M u c h  o f  p o l it ic s , in  o th e r  w o rd s , is  b a se d  o n  a u th o r i ty  r a th e r  th an  

e x ch an g e . E s ta b lish e d  c o ns tra in ts  a p p ly  to  a ll - th o se  w h o  do  n o t a p p ro v e  as 

w ell as th o se  w ho  do  - and  they  are b a c k ed  up, u ltim a te ly , b y  force . R he to rica l 

f lou rishe s  a side , p o litic s  res ts  on  c o erc ion . T hus  the  “e x it” op tio n  w ill o fte n  be 

u n a v a ila b le  (o r  p ro h ib itiv e ly  co s tly )  to  ac to rs w h o  fee l p o o rly  se rv e d  by  e x is t 

ing  a rra ng em e n ts. In s titu tio n a l c on s tra in ts  are u b iq u ito u s  in  po litic s.

S u c h  in s t i tu t io n s , o f  c o u rse , a re  su b je c t to  m a s s iv e  in c re a s in g  re tu rn s . 

N o r th ’s a n a ly s is , o u t lin e d  in P a rt II, n o ted  th a t in s ti tu t io n s  in d u c e  in c re a s in g  

re tu rn s  p ro c e sse s  th a t m a ke  re v ersa ls  o f  c ou rse  in c re a s in g ly  u n a ttra c tiv e  o v e r 

tim e. In  c o n te x ts  o f  c o m p le x  so c ia l in te rd e p e n d e n c e , n e w  in s t itu tio n s  a nd  

p o lic ie s  w ill o f te n  g e n e ra te  h ig h  f ix e d  c o sts , le a rn in g  e ffe c ts , c o o rd in a tio n  

e ffe c ts , a n d  a d a p tiv e  e x p e c ta tio n s . In s titu tio n s  a n d  p o lic ie s  m a y  e n c o u ra g e  

in d iv id u a ls  a n d  o rg a n iz a t io n s  to  d e v e lo p  sp e c ia liz e d  sk ills , m a k e  c e rta in  

in v e s tm e n ts , p u rc h a se  p a rtic u la r  g o o d s, o r  d e v o te  tim e  a n d  m o n e y  to  c e rta in  

o rg a n iz a tio n s . T h e se  a c tiv itie s  in c re a se  th e  a tt ra c tiv e n e ss  o f  e x is t in g  in s t i tu 

t io n a l  a rra n g e m e n ts  r e la tiv e  to  h y p o th e t ic a l a lte rn a tiv e s . In in s t itu tio n a lly -  

d en se  e n v iro n m en ts, in itia l ac tions  p u sh  ind iv id u al b e h a v io r on to  p a th s  th a t are  

h a rd  to  rev erse . A s so cia l a c to rs  m ake  c o m m itm e n ts  b a se d  o n  e x is tin g  in s ti tu 

t io n s  a nd  p o lic ies , th e  c o s t o f  e x it  fro m  e x is tin g  a rra n g e m e n ts  g e n e ra lly  r ises  

d ra m a tic a lly  (P ie rso n  1996).

N ow  th is  is  true  o f  e c o n o m ic  in stitu tio ns  as w e ll as p o litic a l o n e s , b u t insti

tutional density is s im p ly  g re a te r  in  p o litic s  than  in  e c o n o m ic s . S e ts  o f  m a n d a 

to ry  c o n s tra in ts  a re  m o re  c e n tra l to  w h a t p o litic s  is  a b o u t. S in ce  in s t itu tio n s  

a re  p ro ne  to  pa th  d e p e n d en c e , th e  g re a te r  p rev a le nc e  o f  in s ti tu t io n s  in  p o litic s  

m e an s  m o re  pa th  d e p e n d en c e  in the  p o litica l sys te m  as a  w hole.

The Collective Nature o f Politics. S uppose yo u  a re  w o rk in g  fo r  a  f irm  w ith  

an a n n o y in g  b o ss  a nd  b a d  pa y . Y ou  h a ve  a  c le a r  o p tio n : a c tin g  o n  y o u r o w n , 

you  c an  se e k  w o rk  e lse w h e re , e ith e r  a t one  o f  a  la rg e  n u m b e r o f  o th e r f irm s  

o r  b y  se ttin g  up  b u s in e ss  on  y o u r ow n. Y o u r a b ility  to  m o v e  d e p e n d s  o n  th e  

s ta te  o f  the  la b o r m ark e t, b u t the  e x is te n c e  o f  c o m p e tit iv e  o p tio n s  se ts  c le a r
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lim its  on  h o w  a nn o y in g  y o ur boss can  a ffo rd  to be, and  how  b a d  the pay  can 

g e t17.

O r su p p o se  y ou  in v e n t a  g re a t new  p ro d u c t. A ssu m in g  th a t  you  c an  g e t 

f in a n c ia l b a c k in g  (w h ich  you  sh o u ld  b e  a b le  to  d o  - re m e m b e r, i t  is a  g rea t 

id e a , a n d  th e  m a rk e t g e n e ra te s  a rea d y  su p p ly  o f  v e n tu re  c a p ita lis ts ) , y o u r 

p ro sp e c ts  a re  good . T h e re  is n o th ing  s to p p in g  you  fro m  go in g  in  to b u s in e ss , 

o r  se llin g  th e  id e a  to  som eone w h o  w ill. E ith e r  w a y , the  new , su pe rio r p rod u ct 

g e ts  to  see  th e  lig h t o f  d a y , a nd  yo u  re a p  c o n s id e ra b le  b e n e fits  fro m  y o u r 

in no vatio n .

T h e  se ttin g  o f  c o n su m ers  is s im ila rly  a to m is tic . In  the  te x tb o o k  e c o n o m ic s  

ca se , m y  d ec is io n s  as a  c on sum e r are  take n  to  b e  e ssen tia lly  in d ep e nd e n t o f  m y 

e x p e c ta tio n s  reg a rd in g  th e  c ho ice s  o f  o th er c o n su m e rs18. T h e re  is no ne ed  for 

e x p lic it  a tte m p ts  to  c o o rd in a te  b e h a v io r;  th e  m a rk e t s im p ly  a g g re g a te s  the  

iso la te d  d ec is io ns  o f  ind iv iduals.

T h e se  h ig h ly  s ty liz ed  e x a m p les  illu s tra te  th e  f le x ib ility , f lu id ity , a nd  a to m 

iz a t io n  o f  e c o n o m ic  m ark e ts . P o litica l “ m a rk e ts ” a re  d iffe re n t. T h e y  a re  far  

fro m  b e in g  f le x ib le  a n d  f lu id . In p o litic s , m y  a c tio n s  a re  h ig h ly  d e p e n d e n t 

u p o n  th e  a c tio n s  o f  o th e rs . W h a t I g e t d e p e n d s  n o t ju s t  on  w h a t I do , bu t 

(m o s tly )  o n  w h a t o th ers  do. F o llo w in g  O ls o n ’s p a th -b re a k in g  w o rk , s tu d en ts  

o f  p o lit ic s  h a v e  lo n g  re c o g n iz e d  th e  “ lo g ic  o f  c o lle c tiv e  a c tio n .” M o st o f  the  

“g o o d s” p ro d u c e d  in  p o litic s  are p u b lic  goods ; it is d iff ic u lt to lim it th e ir  c o n 

su m p tio n  to  th o se  w h o  h e lp e d  p ro v id e  them . A s a  resu lt, in d iv id u als  w ill have  

a  s tro n g  te n d e n c y  to  fre e -r id e . C o o rd in a t in g  th e  a c tiv ity  o f  m an y  p e o p le  - 

c re a tin g  c o n d itio n s fa v o ra b le  to  c o lle c tiv e  ac tion  - is a  p rin c ipa l issue  in  p o liti 

ca l life .

T h e re  is a n o th e r re a so n  w h y  p o litic a l a c tio n  fre q u e n tly  re q u ire s  c o o rd in a 

t io n . M a n y  o f  th e  g o a ls  w h ic h  p o litic a l a c to rs  p u rsu e  h a v e  a  “ lu m p y ” o r 

“ w in n e r- ta k e -a l l” q u a lity  to  th e m  (p o lit ic ia n s , c o u p  p lo tte rs , a n d  lo b b y is ts  

e ith e r  w in  o r  lose ; le g is la tio n  e ith e r  p a sse s  o r  is re je c te d ). U n lik e  e c o n o m ic

17 I a m  n o t  try in g  to  g lo r if y  th e  la b o r  m a rk e t  h e r e ,  b u t  m e re ly  to  p o in t o u t  a  c ru c ia l  d if f e r 

e n c e  b e tw e e n  p o li tic s  a n d  e c o n o m ic s  in  th e  n a tu re  o f  “ e x it”  o p tio n s .

18 A lth o u g h  th is  re p re s e n ts  a  c ri ti c a l d if fe re n c e  b e tw e e n  e c o n o m ic s  a n d  p o li tic s , o n e  w o u ld  

n e e d  to  m a k e  a  n u m b e r  o f  im p o r ta n t  q u a l i f ic a t io n s .  T h e  d e c is io n s  o f  o th e r  c o n s u m e rs  

c le a r ly  d o  a ff e c t th e  p ric e , s u p p ly , a n d  q u a li ty  o f  th e  g o o d s  a v a ila b le  to  m e . F u rth e rm o re , 
m u c h  e c o n o m ic  a c tiv ity ,  b o th  o n  th e  p ro d u c t io n  a n d  c o n s u m p tio n  s id e , in v o lv e s  s ig n if i 

c a n t  e x te r n a l i t ie s ,  w h ic h  m a k e  th e  im p lic a t io n s  o f  c o n s u m p tio n  in te rd e p e n d e n t .  F o r  a 
g o o d  d is c u s s io n  o f  so m e  o f  th e se  c o m p lic a t io n s  s e e  H ir s c h  1977 .
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m a rk e ts , w h e re  there  is u sua lly  roo m  fo r  m any  f irm s , f in is h in g  sec on d  o ften  

does  no t c o u n t fo r  m uc h  in  po litics. In d ee d  - the  M en sh iv ik s  in 1917 c om e  to 

m in d  - i t  can  be  e x tre m e ly  p ro b le m a tic . H e re  too , th e  e ffe c tiv e n e s s  o f  m y 

a c tio n s  d e pe n d s  h e a v ily  on  th e  a c tio n s o f  o th ers . T h is  is less true  o f  som e  

a sp ec ts  o f  po litics  - such  as answ ering  an  op in ion  poll q u e s tio n  o r  vo ting  - than  

o th e rs . E v en  in  v o ting , h o w e v er, the lu m p in e ss  o f  e le c tio n  o u tc o m e s  m ea ns  

th a t i f  a p erso n  does n ot w a n t to  “w as te” her vo te , h e r  a c tio n s  m ay  w e ll turn  

on w h a t she exp ects  o thers to do.

U n d er th e se  c irc u m sta n c e s , a c to rs  m u s t  c o n sta n tly  a d ju s t  th e ir  b e h a v io r in 

th e  lig h t o f  e x p e c ta tio n s  o f  ho w  o th e rs  a re  lik e ly  to b e ha v e. W h e th e r  I pu t 

e n erg y  in to  d e ve lo p in g  a new  pa rty , o r  p rov id e  re so u rc es  to  an in te re s t g roup , 

m ay  d e p e n d  to  a c o ns id e ra b le  d eg ree  on m y  c o n fid en ce  th a t  o th ers  w ill d o  the  

sam e. T o  ta k e  a  m ore  d ra m a tic  e x a m p le , a p ro te s to r ’s w illin g n e s s  to  jo in  a  

d e m o n s tra t io n  a g a in s t an  o p p re ss iv e  re g im e  u n d e r th e  w a tc h fu l e ye s  o f  the  

se cu rity  p o lic e  d ep e nd s  h e a v ily  on h e r c o n fid e n c e  th a t  she  w ill be  jo in e d  by 

m an y  o th e rs  (K u ra n  1991; L o h m a nn  1994). In  sh o rt, p ro b le m s o f  c o lle c tiv e  

a ction  ab ou nd  in  politics.

C o lle c tive  a ction  rep resen ts  the  second  core  fea tu re  o f  p o litic s  th a t is sub jec t 

to  m ass iv e  in cre as in g  re tu rns. L ike  in stitu tio n a l d e ve lo p m e n t, the  d y n a m ic s o f  

c o lle c t iv e  a c tio n  a re  h ig h ly  pa th  d e p en d e n t, s in c e  they  in v o lv e  m an y  o f  the  

q u a litie s  c o n d u c iv e  to  in c re as in g  retu rns: h igh  se t-up  o r  f ix e d  c o s ts , c o o rd in a 

t ion  e ffe c ts , and  a p ro m in e n t ro le  fo r  a da p tiv e  e x p e c ta tio n s19. T h u s , th e  k inds  

o f  in c re m e n ta l , m ic ro -le v e l a d a p ta tio n s  th a t d r iv e  c o m p e tit iv e  a d ju s tm e n ts  

to w a rd s  e ff ic ie n t o u tco m e s  in  th e  m a rk e tp la ce  (e .g ., c o n su m e rs  “v o tin g  w ith  

th e ir  d o lla rs ” by  sh if tin g  fro m  o n e p ro d u c t to a n o th e r, o r  w o rk e rs  sw itc h in g  

f irm s  in  sea rc h  o f  h ig h e r w a ge s)  a re  like ly  to p lay  a  m u ch  less p ro m in e n t ro le  

in po litic s.

B e c a u se  in d iv id u a l a d ju s tm e n ts  in  the  a b se n c e  o f  c o o rd in a te d  a c tio n  are  

o ften  in e ffec tiv e  in po litic s, c h an ge  w ill be  m u te d  u n le ss  a  “c ritic a l m a ss ” can  

be  g en era ted . C rea tin g  such a c ritic a l m ass iv e  g e n era lly  re q u ires  som e  k ind  o f  

c o o rd in a tio n . A d a p tiv e  e x p e c ta tio n s  a re  lik e ly  to  b e  c ru c ia l.  I f  th is  c r itic a l 

m a ss  o c c u rs ,  h o w e v e r,  c o lle c t iv e  b e h a v io r  is l ik e ly  to  e x h ib it  in c re a s in g

19 A lth o u g h  “ th r e s h o ld ” m o d e ls  e f  c o l le c t iv e  a c tio n  a re  n o w  p re v a le n t  ( s e e  G ra n o v e t te r  

1 9 79 ; C h o n g  1 9 91 ), I  a m  n o t a w a re  o f  a n y o n e  sy s te m a tic a l ly  a p p ly in g  th e  c o re  e le m e n ts  

o f  in c r e a s in g  re tu rn s  a rg u m e n ts  to  c o l le c t iv e  a c t io n  p ro b le m s .  A rg u m e n ts  in  M a n c u r  

O ls o n ’s  The Rise and Decline o f  Nations (O ls o n  1 9 8 1 ) , h o w e v e r ,  c o n ta in  c o n s id e ra b le  

s im ila r it ie s  a n d  c o u ld  in m y  v ie w  e a s ily  b e  re c a s t in th e s e  te rm s .
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re tu rn s  a nd  m ajo r d is ru p tio n s  m ay  tak e  p lac e  (B a u m g a rtn e r a n d  Jo n es  1993). 

C o lle c tiv e  a c tio n  is th e re fo re  p ro n e  to  u n p red ic tab ility . S m all e v e n ts  fe ed b a c k  

in to  th e  p o s s ib ilitie s  fo r  fu rth e r  a c tiv ity . It is a  p ro ce ss w h ere  h isto ry  m atte rs  

(C h on g  1991).

The Complexity and Opacity o f Politics. E c o n o m ic s  is b u ilt in  la rg e  p art 

a ro u n d  th e  u se fu l  a n d  p la u s ib le  a ssu m p tio n  th a t e c o n o m ic  a c to rs  a re  g oo d  

o p t im iz e rs . F irm s o p e ra te  to  m a x im iz e  p ro fits . T h e  m e tr ic  fo r  g o o d  p e rfo r 

m a nc e  is  re la tiv e ly  s im p le  a nd  tra n sp a re n t. V a rio u s fe a tu re s  o f  the  e c o n o m ic  

e n v iro n m e n t c an  b e  a n a ly z e d  in  te rm s o f  h o w  th ey  c o n trib u te  to  o r  d e tra c t 

fro m  firm  p e rfo rm a n c e . O b s e rv a b le , u n a m b ig u o u s , a n d  o fte n  q u a n ti f ia b le  

in d ic a to rs  e x is t  fo r  m a n y  o f  th ese  fe a tu re s . W o rk e rs  c an  e a s ily  o b ta in  fa ir ly  

g o o d  in fo rm a tio n  on  th e  w ag e s a nd  w o rk in g  c o nd itio n s  on o ffe r  fro m  d iffe r 

e n t f irm s . C o n sum e rs , too , a re  rea so n a b ly  a de p t a t n a v ig a tin g  m o st a sp ec ts  o f  

th e  e c o n o m ic  w orld . P ric es  sen d  s tro n g  s ig n a ls  w h ic h  fa c ili ta te  c o m p a riso n s. 

T h e  q u a li ty  o f  g o o d s  is  g e n e ra lly  e v id e n t  in  r e la tiv e ly  sh o rt o rd e r,  a nd  

re p e a te d  p u rc h a se s  a llo w  c o n su m e rs  to  sa m p le  a lte rn a t iv e s  a n d  c o rre c t m is 

tak es . L in k s b e tw e en  c h o ic e s  a n d  o u tco m e s  are  g e n e ra lly  c lea r: I ta k e  a new  

jo b  and  m y inco m e  rises; I bu y  a  c ar  a nd  m y c he ck in g  a c co u n t b a la nc e shrinks.

O f  c ou rse , o ne  c o u ld  a dd  m any  c o m p lic a tio n s  to  th is  s im p le  p ic tu re  o f  the 

e c o n o m ic  re a lm . M y c la im  is n o t th a t e c o n o m ic s  is c o m p le te ly  tra n spa ren t. 

R a th er, I w ish  to  h ig h lig h t  th a t  key  fe a tu res  - sp e cia lly  th e  ro le  o f  p ric e s, the  

p rev a le n c e  o f  re p e a te d  in te rac tio n s , a nd  th e  p re se n ce  o f  re la tiv e ly  sh o rt c ausa l 

c h a in s  b e tw e e n  c h o ic e s  a n d  re su lts  - m a k e  it  r e la tiv e ly  e a sy  fo r  e c o n o m ic  

a c to rs  to  c o rre c t m is tak e s o v e r tim e.

P o litics  is  a  far , fa r  m u rk ie r  e n v iro n m e n t. P o litic s  la c k s  a n y th in g  lik e  the  

m ea su rin g  ro d  o f  p ric e , d e sp ite  som e  re d u c tio n is t e ffo r ts  to  m a k e  th e  search  

fo r  v o tes  the  e q u iv a le n t o f  the  search  fo r  d o lla rs. P o litic a l a c to rs  o fte n  p u rsu e  

a  ran ge  o f  go als. W hile  p o litic ia n s  o fte n  w ill be  fo c u se d  on  ree le c tio n , o th ers  

(e .g ., b u re a u c ra ts , in te re s t  g ro u p s) ha ve  d iffe re n t a m b itio n s . T h u s , it  is d iff i 

c u lt to  say  w h a t an  “e ffe c tiv e ” p o litica l sy s te m  w o u ld  lo o k  lik e  - w h a t it w ou ld  

o p tim iz e  - ev e n  in theory .

It is e v e n  h a rd e r to  a c tu a lly  id en tify  o b se rv a b le  a sp ec ts  o f  p o litic a l p e rfo r 

m a n c e , o r , i f  w e  b e lie v e  th a t a  sy s te m  is n o t p e rfo rm in g  w ell, to  d e te rm in e  

w h ic h  e le m e n ts  in  th e se  h ig h ly  c o m p le x  sy s te m s  a re  re s p o n s ib le  a n d  w h a t 

a d ju s tm e n t w o u ld  lea d  to  b e tte r  resu lts . T h e  c o m p le x ity  o f  th e  g o a ls  o f  p o li 

t ic s , a nd  th e  lo o se  a n d  d iffu se  lin k s b e tw e e n  a c tio n s  a n d  o u tc o m e s , re n d e r
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p o litic s  in h e re n tly  a m b ig u o u s . A s N o rth  has a rg u e d , “p o litic a l m ark e ts  are  far  

m o re  p ro n e  /th a n  e c o  n om ic  m a rk e ts / to  in effic ie n c y - T h e  re a so n  is  s tra ig h t 

fo rw a rd . I t is  e x tra o rd in a ri ly  d iff ic u lt to  m ea su re  w h a t ,: s b e in g  e x c h a n g e d  in 

p o litic a l m ark e ts  and. i n  c o n seq u e n ce  to  e n fo rc e  a g re e m e n ts” (N o rth  1990b, p. 

362 ).

I t is im p o r ta n t to  n o te  th a t  N o rth  is  n o t s im p ly  a rg u in g  th a t p o l i t ic a l  d e c i 

s io n -m a k in g  is p ro n e  to  g re a te r  in e ffic ie nc y . I t  is  n o t ju s t ,  o r  e v e n  p r im a /ity -  

tha t p o litic s  d e a ls  w ith  th e  sam e  issue s  as ec on o m ics  b u t d o e s so  less e ff ic ie n tly  

b e c au se  o f  the  w a y  th a t p o litic a l d ec is io ns  are m ade. R a th er, p o litic s  g e ts  s tu c k  

w ith  th e  m o re  d iff ic u lt  p ro b le m s. W h e re  tra n sa c t io n  c o s ts  a re  lo w , m a rk e t  

m ec h a n ism s  a re  lik e ly  to  be  e ffec tiv e , b u t they  ten d  to  b re a k  d ow n  w h e n  tra n s 

a c tio n  c o s ts  a re  v e ry  h ig h . T h u s , it  is  c o m p le x  a n d  a m b ig u o u s  is su e s  a nd  

p ro b le m s th a t  g ra v ita te  to w a rd  th e  p u b lic  sphere.

E v e n  i f  m is ta k e s  o r  fa ilu re s  in  p o litic s  are a p pa re n t, im p ro v e m e n t th ro u g h  

“ tr ia l- a n d -e rro r ’ p ro c e s se s  is d iff ic u lt. M o st p a rt ic ip a n ts  in  p o lit ic s  (v o te rs , 

m em b e rs  o f  in te re s t  g ro u p ) e n g a g e  in a c tiv itie s  o n ly  sp o ra d ic a lly . T h e ir  too ls 

o f  a c tio n  a re  o f te n  c ru d e , su c h  as th e  b lu n t in s tru m e n t  o f  th e  v o te , a n d  th e ir  

a c tio n s  h a v e  c o n se q u e n c e s  o n ly  w h e n  a g g re g a te d . T h e re  are  o fte n  lo n g  lags  

a nd  c o m p le x  c a u sa l  c h a in s  c o nn e c tin g  these p o litic a l a c tio n s  to  p o litic a l o u t 

co m e s. T h e  re s u l t  is th a t m istak en  u n de rs tan d in g s  o ften  d o  n o t g e t c o rre c te d .

In s te a d , a s  N o r th  (d ra w in g  on  w o rk  in  b o th  c o g n it iv e  p sy c h o lo g y  a n d  

o rg a n iz a tio n a l th e o ry )  h a s a rgu e d , a c to rs  o p e ra tin g  in  a  so c ia l c o n te x t o f  h igh  

c o m p le x ity  a nd  o p a c ity  a re  h e a v ily  b ia se d  in  th e  w a y  th e y  f ilte r  in fo rm a tio n  

in to  e x is t in g  “ m e n ta l m a p s ” (N o rth  1990; D e nz au  a nd  N o rth  1994). C o n firm 

ing  in fo rm a tio n  te n d s  to  b e  in c o rp o ra te d , w h ile  d isc o n firm in g  in fo rm a tio n  is 

f il te re d  ou t. S o c ia l in te rp re ta tio n s  o f  c o m p lex  e n v iro n m e n ts  lik e  p o lit ic s  a re  

th e m se lv e s  s u b je c t  to  p o s itiv e  fe e d b a c k . T h e  d e v e lo p m e n t o f  b a s ic  so c ia l 

u n d e rs ta n d in g s  in v o lv e  h ig h  s ta rt-u p  c o s ts  a n d  le a rn in g  e ffe c ts ;  th e y  a re  f re 

q u e n tly  sh a re d  w ith  o th e r so c ia l a c to rs  in  w ays  w h ic h  c re a te  n e tw o rk  e ffe c ts  

a nd  a d a p tiv e  e x pe c ta tio n s . M e n ta l m ap s a re  su b je c t to  in c re as in g  re tu rn s.

N o r th ’s w o rk  h e re  c o n v e rg e s  w ith  lo n g -s ta n d in g  v ie w s  o f  th o se  s tu d y in g  

p o litic a l c u ltu re  as w ell as th e  re c e n t c o n trib u tio n s  o f  c o g n itiv e  sc ie n c e . O n ce  

e s ta b lish e d , b as ic  o u tlo o k s  on p o litic s , ran g in g  fro m  id e o lo g ie s  to  u n d e rs ta n d 

in g s o f  p a rt ic u la r  a s p e c ts  o f  g o v e rn m e n ts  o r  o r ie n ta t io n s  to w a rd s  p o lit ic a l  

g ro u p s  o r  p a rtie s ,  ;ire g e n e ra lly  ten a c io u s . T h e y  a re , in  o th e r  w o rd s , p a th  

d epe nden t.

©
 T

h
e

 A
u

th
o

r(
s
).

 E
u

ro
p

e
a

n
 U

n
iv

e
rs

it
y
 I

n
s
ti
tu

te
. 

D
ig

it
is

e
d

 v
e

rs
io

n
 p

ro
d

u
c
e

d
 b

y
 t

h
e

 E
U

I 
L

ib
ra

ry
 i
n

 2
0

2
0

. 
A

v
a

ila
b

le
 O

p
e

n
 A

c
c
e

s
s
 o

n
 C

a
d

m
u

s
, 

E
u

ro
p

e
a

n
 U

n
iv

e
rs

it
y
 I

n
s
ti
tu

te
 R

e
s
e

a
rc

h
 R

e
p

o
s
it
o

ry
.



3 0

T h e re  a re , then , v e ry  s tro n g  re a so n s  to  b e lie v e  tha  t p o l it ic s  w ill be  u n u su 

a lly  p ro n e  to  th e  in c re a s in g  re tu rn s  d y n a m ic s  typ ica l o f  p a th  d e p e n d e n t p ro 

c e sse s . In c re a s in g  R eturns in  fa c t  c h a ra c te riz e  th re e  o f  th e  m o s t  p ro m in e n t 

fe a tu re s  o f  p o lit ic a l  e nv iro n m en ts: p ro ce sses  o f  in s t itu tio n a l d e ve lo p m en t, p ro 

c e sse s o f  c o lle c t iv e  a ctio n , and  p ro ce sse s  o f  so c ia l in te rp re ta tio n .  T h is  c o n c lu 

s io n  sh o u ld  b e  unde rlined . B y  itse lf, i t  sug g es ts  wh> p a th  d e pe n d e n c e  is  a  c ri ti 

c a l c o n c e p t  fo r  th o se  th in k in g  a b o u t th e  s o u rc e s  of. p o li t ic a l  s ta b ili ty  a nd  

c h a n g e . I f  a  rec o g n itio n  o f  the  s ig n if ica n ce  o f  in c re a s in g  re tu rn s  is sha k ing  up  

e c o n o m ic s, p o litic a l sc ien tis ts  h a v e  an  e v e n  g re a te r  n e e d  to  c o n s id e r  its  im p li 

c a tio n s . Y e t there  is a lso  rea so n  to  b e lie v e  th a t  p a th  d e p e n d e n c e  e ffe c ts  in p o li 

t ic s  w ill o f te n  be  p a rtic u la rly  in te n se . In  th e  re m a in d e r o f  th is  se c tio n  I  c o n 

s id e r  w h y  it w ill g e n e ra lly  be  m o re  d iff ic u lt  to  m o v e  o f f  an  e x is tin g  p a th  in 

p o litic s  than  it w o u ld  b e  in  e conom ics.

E c o n o m is ts  h a v e  ra re ly  w o rrie d  a b o u t th e  p o s s ib ili tie s  o f  in e f fic ie n t o u t 

c o m e s , b e c a u se  th ey  b e lie v e  th e  m a rk e t p ro v id e s tw o  p o w e rfu l m e ch a n ism s fo r  

r e s to r in g  e f f ic ie n c y :  c o m p e titio n  a n d  le a rn in g . C o m p e ti tiv e  p re ss u re s  in  a 

m a rk e t so c ie ty  m ea n  th a t n e w  o rg a n iz a tio n s  w ith  m o re  e ff ic ie n t  s tru c tu re s w ill 

d e v e lo p , e v e n tu a lly  r e p la c in g  su b o p tim a l o rg a n iz a t io n s  (A lc h ia n  1 9 50). 

L e a rn in g  p ro c e s se s  w ith in  f irm s  c an  a ls o  le a d  to  c o rre c tio n . A c c o rd in g  to 

W ill ia m s o n  (1 9 9 3 ), o n e  c an  rely  o n  th e  “fa r-s ig h te d  p ro p e n s ity ” o r  “ra t io n a l 

s p ir it” th a t e c o n o m ic s  a sc rib e s  to  e c o n o m ic  a c to rs ... O n c e  th e  u n a n tic ip a te d  

c o n se q u e n c e s  a re  u n d e rs to o d , th e se  e ffe c ts  w ill th e re a f te r  tie  a n tic ip a te d  a nd  

th e  ra m ific a tio n s  can  be fo ld e d  b a c k  in to  th e  o rg a n iz a tio n a l d es ig n . U n w a n te d  

c os ts  w ill then  b e  m itig a te d  a nd  u n a n tic ip a te d  b e n efits  w ill t e  en ha nce d . B e tte r  

e c o n o m ic  p e rfo rm a n c e  w ill o rd in arily  resu lt, (pp . 116-17)

It  is  w o rth  e m p h a s iz in g  th a t n e ith e r  o f  th e se  m echanism ?, re p re se n ts  a  c o m 

p e ll in g  p ro te c tio n  in  th e  in c re a s in g  re tu rn s  c o n te x ts  e x p lo re d  b y  A r th u r,  

N o r th  a n d  o th ers , b e c a u se  in fe r io r  o p tio n s  p o sse ss in g  in it ia l  a d v a n ta g e s  w ill 

o f te n  re in fo rc e  th e m se lv e s  o v e r tim e. M ore o v e r, b o th  th e s e  c o rre c tiv e  m e c h 

a n ism s  a re  e v en  less a p p lic a b le  w h e n  o n e sh ifts  fro m  W il lia m s o n ’s fo c u s  on 

f irm s  in  p r iv a te  m a rk e ts  to  th e  w o rld  o f  p o l itic a l in s t i tu t io n s  (M o e  1984 , 

1990). T h is  is c le a re s t fo r  m e c h a n ism s  o f  c o m p e titio n . P o litic a l  in s t itu tio n s  

ra re ly  c o n fro n t  a  d e n se  e n v ir o n m e n t o f  c o m p e tin g  in s t i tu t io n s  th a t  w ill 

in s ta n tly  c a p ita liz e  on  in e f fic ie n t  p e rfo rm a n c e , sw o o p in g  in  to  c a rry  o f f  an 

in s t i tu t io n ’s “ c u s to m e rs ” a nd  d riv e  it in to  b a n k ru p tcy . W h ile  m o d els  o f  c o m 

p e titio n  m a y  b e  h e lp fu l fo r u n d e rs ta n d in g  som e  im p o rta n t a sp ec ts  o f  p o litic s  

(su c h  as in te rn a t io n a l  re la tio n s ) , th e re  c an  b e  little  d o u b t th a t p o lit ic a l e n v i-
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ro n m e n ts  a re  ty p ic a lly  m o re  p e rm iss iv e  than  e c o n o m ic  o n e s  (K ra sn e r  1989; 

P ow ell a nd  D iM a g g io  1991).

T h e  c o m p le x ity  a n d  a m b ig u ity  o f  p o litic s  a lso  c re a te s  p ro b le m s fo r  lea rn ing  

a rg u m e n ts. It m ay  be  a p p ro p ria te  in  som e  c irc u m sta n c e s  to  a rg u e  th a t p o litic s  

in v o lv es  le a rn in g  p ro ce sse s, in w hich  re sp o nses  to  p u b lic  p ro b le m s p ro c ee d  in 

a  tr ia l-a n d -e rro r  fa sh io n  (H e c lo  1974; H a ll 1993). T h e re  is little  re a so n , h o w 

e v e r, to  th in k  th a t th is  a c ts  as a  se le c tio n  m e c h a n ism  w ith  a n y th in g  lik e  th e  [| 

e f f ic ie n c y -e n h a n c in g  p ro p e r t ie s  o f  m a rk e t  c o m p e tit io n  in  e c o n o m ic s  o r  

D a rw in ia n  n a tu ra l se le c tio n  in  b io lo g y . A s  a lre a d y  n o te d , b e c a u se  p o litic a l 

re a lity  is so  c o m p le x  a n d  th e  task s  o f  e v a lu a tin g  p u b lic  p e rfo rm a n c e  and  

d e te rm in in g  w h ic h  o p tio n s  w o u ld  b e  su p e rio r  a re  so  fo rm id a b le ,  su c h  se lf 

c o rre c tio n  w ill o f te n  b e  lim ite d . T h e  d e v e lo p m e n t o f  w h a t  N o rth  c a lls  o u r 

“ su b je c tiv e  m o d els” o f  th e  p o litic a l w o rld  is its e lf  p a th  d e p e n d en t - w e  ten d  to 

fee d  b a c k  in in fo rm a tio n  th a t  c on firm s  p re-e x is tin g  v iew s , ra th e r  than  c o rre c t 

ing  th e m  (N o rth  1990b).

T h e re  is an  a d d itio n a l p ro b le m  in  p o litics . E v e n  w h e re  lea rn in g  d o e s o ccu r, 

it m u s t s till b e  “ fo ld e d  b a c k  in to  th e  o rg a n iz a tio n al d e s ig n .” H e re , a ll the  b a r 

r ie rs  to  c h a n g e  in  sys te m s  su b je c t  to  in c re as in g  re tu rn s  b e c o m e  re le v an t: long 

m o v e m e n t d o w n  a  p a rtic u la r  p a th  w ill h a v e  in c re a s e d  its  d e s ira b ility  re la tiv e  

to  p o s s ib le  a lte rn a tiv e s . F u rth e rm o re , in  p o litic s  th e  p u rsu it  o f  su c h  c h an g e  

fa c e s tw o  a d d itio n a l o bs ta c le s: th e  sh o rt tim e -h o riz o n s  o f  p o lit ic a l a c to rs  and  

th e  s tro n g  s ta tu s q u o  b ias  ( i.e ., s tic k in e s s )  a sso c ia te d  w ith  th e  d e c is io n  ru le s  

g o v e rn in g  m o st p o lit ic a l  in s ti tu tio n s . T h e se  fa c to rs  w ill o fte n  m a k e  lo c k -in  

e ffe c ts  p a rtic u la rly  in te n se  in  p o litie s .

Time Horizons A  s ta te m e n t a ttr ib u te d  to  D av id  S to c k m a n , b u d g e t d ire c to r  

d u rin g  th e  R e a g a n  a d m in is tra tio n , is u n usua l a m o n g  p o litic a l d e c is io n  m ak e rs  

o n ly  fo r  its  c a n d o r. A ske d  b y  an a d v is e r  to  c o n s id e r  p e n s io n  re fo rm s  to  c o m 

b a t S ocial S e c u ri ty ’s sev ere  lo ng -te rm  fin an c in g  p ro b lem s, S toc km a n  d ism issed  

th e  id e a  o u t o f  h a n d , e x c la im in g  th a t  he  h a d  n o  in te re s t  in  w a s tin g  “a  lo t o f  

p o litic a l c a p ita l o n  som e  o th e r g u y ’s p ro b le m  in  [ th e  y e ar] 2 0 1 0 " (q u o te d  in 

G re id e r 1982, p. 43).

M a ny  o f  th e  im p lic a tio n s  o f  p o litic a l d e c is io n s  - e sp e c ia lly  c o m p le x  p o lic y  

in te rv e n tio n s  o r m a jo r  in s t itu tio n a l re fo rm s  - o n ly  p la y  o u t in  th e  lo n g  run . 

Y e t p o lit ic a l a c to rs , e sp e c ia lly  p o lit ic ia n s , a re  o fte n  m o s t  in te re s te d  in  th e  

sh o rt- te rm  c o n se q u e n c e s  o f  th e ir  a c tio ns ; lo n g -te rm  e ffe c ts  a re  o fte n  h e a v ily  

d isc o u n te d . T h e  p r in c ip a l re a so n  is th e  log ic  o f  e le c to ra l p o litic s . K e y n e s o n c e
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n o ted  th a t in  th e  lo ng  run , w e a re  a ll de ad ; fo r  p o litic ia n s  in  d e m o c ra tic  p o li 

t ie s , e le c to ra l  d e a th  can  c o m e  m u c h  fa ste r. B e c a u se  th e  d e c is io n s  o f  v o ters , 

w h ic h  d e te rm in e  p o litic a l suc ce ss , a re  tak e n  in  the  sh o rt-ru n , e le c te d  o ffic ia ls  

e m p lo y  a  h ig h  d isc o u n t ra te . T h e y  h a ve  a  s tro n g  in c e n tiv e  to  p a y  a tte n tio n  to 

lo n g -te rm  c o nse q u e n c e s  o n ly  i f  th ese  b e c o m e  p o litic a lly  sa lie n t, o r  w he n  they  

h av e little  re a so n  to  fe a r  sh o rt- te rm  e le c to ra l re tr ib u tio n .

T h e  a b se n c e  o f  se rio u s a tten tio n  to  th is is su e  o f  d isc o u n t ra te s , o r  tim e  h o ri 

z on s, in  p o litic s  is s tr ik ing . A n  in te re s tin g  lite ra tu re  is d e v e lo p in g  o n  “c re d ib le  

c o m m itm e n ts” - th e  a tte m p t  o f  p o litic a l a c to rs  to  c re a te  a rra n g e m e n ts  th a t  

fa c ilita te  c o o p e ra tio n  b y  le n g th e n in g  tim e  h o riz o n s . Y e t  w e  k n o w  re la tiv e ly  

little  a b o u t th e  tim e  h o riz o n s  o f  d iffe re n t p o litic a l a c to rs , o r  a b o u t th e  in s ti tu 

t io n a l a rra n g e m e n ts  th a t  a re  c o n d u c iv e  to  lo w e rin g  th e ir  d isc o u n t ra te s  ( i.e ., 

in c re a s in g  th e  p o litic a l re le v a n c e  o f  th e  fu tu re )2 0 . R e c e n t re se a rc h  su g ge sts  

th a t  p a r t ic u la r  in s t i tu t io n a l  d e s ig n s  (su c h  a s in d e p e n d e n t  c e n tr a l  b a n k s ), 

e m p o w e rin g  p a rtic u la r  k ind s  o f  p o litic a l a c to rs  (e .g ., b a n k e rs )  m ay  su c c ee d  in 

le n g th en in g  tim e  h o riz o n s  in  p o litics .

In  g enera l, h o w e v e r, th e re  is re a so n  to  e x p e c t th a t  su c h  m e ch a n ism s w ill be  

le ss  e ffe c tiv e  in  p o lit ic s  than  in  e c o n o m ic s . A s  n o te d  in  P a rt II, th e  m a rk e t 

p lac e  p osse sse s  s tro n g  m e ch a n ism s fo r  le n g th e n in g  tim e  h o riz o n s  - e sp ec ia lly  

th e  b a s ic  c o n tin u ity  o f  f irm s  o v e r tim e  a n d  th e  p re se n c e  o f  c a p ita l m a rk ets . 

S uc h  m e ch a n ism s in  p o litic s  are  g e n era lly  fa r  w e ak e r. It is d iff ic u lt to  m o n ito r  

p o litic a l b e h a v io r o v e r tim e b e c au se  in d ic a to rs  o f  p e rfo rm a n c e  a re  fre q ue n tly  

so  lim ite d . T h u s it is  n o  a c c id e n t th a t m u ch  o f  th e  ty p ic a lly  o p tim istic  ra tional 

c h o ic e  d is c u s s io n  o f  “ c re d ib le  c o m m itm e n ts ” in  p o l i t ic s  h a s fo c u s se d  on  

re la tiv e ly  tra n s p a re n t financial is su e s  (e .g  ., b u d g e t d e fic its , m o n e ta ry  p o lic y). 

In  th e se  in s ta n c e s , p e rfo rm a n c e  in d ic a to rs  a re  c le a r  a n d  b e h a v io r  e a sy  to  

m o n ito r . W h ile  th e se  issue s  a re  c le a rly  im p o rta n t, it  m u s t b e  s tre sse d  th a t fo r  

re a son s  a lre a d y  n o ted  they  a re  fu n d a m e n ta lly  a ty p ic a l o f  the k ind s  o f  m a tte rs  

d e a lt w ith  in  p o litic s . N o t o n ly  is m o n ito rin g  o f te n  e x c e p tio n a lly  d iff ic u lt  in 

p o litic s , b u t it is a lso  h a rd  to  h o ld  a c to rs  a c co u n ta b le , b e c a u se  o f  th e  re la tiv e ly  

ra p id  tu rn o v e r  o f  k e y  p o s it io n s  (se e  b e lo w ). P o lit ic s , jin sh o rt , la c k s  th e  

c h a ra c te r is tic  p ro p e r ty  r ig h ts  th a t  fa c ili ta te  th e  lin k a g e  o f  a c to r s ’ d e c is io n s  

o v e r tim e  in  th e  e c o n o m ic  sp h e re . In  m an y  c a se s , th e  long  te rm  is e sse n tia lly  

b e y o n d  th e  p o litic a l h o rizo n . A  s ta tesm a n , B ism a rc k  sa id , is a  p o litic ia n  w ho  

th ink s  a b o u t h is g ra n d c h ild re  n.

2 0  F o r  a n  in t ro d u c t io n  to  th e  l i te r a tu r e  o n  c r e d ib le  c o m m itm e n t  s e e  N o r th  a n d  W e in g a s t  

(1 9 8 9 ) , S h e p s le  (1 9 9 1 ) ,  a n d  N o r th  (1 9 9 3 ).
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T he d iffe re n t n atu res  o f  tim e  h o riz o n s  in p o litic s  a nd  in  e c o n o m ic s  m atte rs  

a  lo t. T h is  can  be  seen  by rev is itin g  the  c ritiq u e  o f  pa th  d e pe n d e n c e  p re se n te d  

in  S e c tio n  II. L ie b o w itz  a nd  M a rg o lis  p ro p e rly  p o in t  to  th e  m e c h a n is m s  o f 

f in a n c ia l m a rk e ts  as a  p ro te c tio n  a g a in s t  “T y p e I I I ” p a th  d e p e n d e nc e . I f  i t  is 

k no w n  th a t lo n g -te rm  b e ne fits , a pp ly in g  a  m ark e t d isc o u n t ra te  a n d  a llo w in g  

fo r  u n ce rta in ty , w ill be  g re a te r  u s in g  op tio n  B , then  in v es to rs  sh o u ld  g rav ita te  

to w a rd  th a t  o p tio n  ev e n  i f  in  the  sh o rt- te rm  it w ill p e rfo rm  m o re  p o o r ly  than  

o p tio n  A . T h u s , th ey  a rg u e  th a t  m a rk e t m e c h a n ism s  sh o u ld  a llo w  th e  m o re  

e ff ic ie n t o u tco m e  (B ) in  F ig u re  1.

In  p o litic s , h o w e v e r, th e  o u tc o m e  m ay  w ell b e  d iffe re n t. A ssu m e  th a t  th e  

c ru c ia l d e c is io n -m a k e r  is a  p o litic ia n  u p  fo r re -e le c tio n  in  tw o  ye ars . In  th is  

c o n te x t, e ffe c ts  a fte r  the  e le c tio n  c y c le  d o  no t c o u n t fo r  m u c h 21. A  p o litic ia n  

fo cu s in g  o n  th e  sho rt term  p a y -o f f  w o u ld  c hoose O p tio n  A . T h is  is n o t a  sm all 

p o in t. I f  p o lit ic a l d e c is io n -m a k e rs  fa c e  m any  d e c is io n s  lik e  th o se  o u tlin e d  in 

F ig u re  1, a n d  i f  th e ir  tim e -h o riz o n s  te n d  to  b e  sh o rt, w e  c an  e x p e c t  m o v e 

m e n ts  o n to  le s s -th a n -o p tim a l p a th s  to  be  c o m m o n . C ru c ia lly , w e  c a n  a lso  

e x p e ct th a t o nc e on  such  a  p a th  p o litic a l ac to rs w ill g e n e ra lly  h a v e  lit tle  in c e n 

tiv e  to  ju m p  o f f  o f  it. T h e  cos ts  o f  d o in g  so  a re  b o rn e  in  th e  sh o rt-ru n , w h ile  

th e  b e n e fits  w ill g en e ra lly  on ly  a c cru e  in the  long  ru n  - h a t is, to  so m e o n e  e lse.

Institutional “Stickiness” in Politics. P o litic a l a rra n g e m e n ts  a re  u n u su a lly  

h a rd  to c h an ge . A n  in d iv id u a l w ith  a  new  id ea  fo r  a  p ro d u c t n e ed  o n ly  se cu re  

th e  f in a n c e  to  p u t  it  on  the  m a rk e t. I f  e n o u g h  c o n su m e rs  (c h o o s in g  in d e p e n 

d e n tly ) f in d  it su ff ic ie n tly  a pp e alin g , th e  p ro d u ct w ill b e  a  success. C h a n g e  can  

be  e n g in e e re d  th ro u g h  c o m p e titiv e  suc ce ss  a ga in s t e x is tin g  p ro d u cts . S im ila rly , 

th o se  w ith  p ro p e rty  r ig h ts  o v e r  a  f irm  a re  g e n e ra lly  in  a  s tro n g  p o s it io n  to 

re m a k e  th e ir  o rg a n iz a tio n s  as th e y  c h o ose . L in e s o f  a u th o r ity  a re  c le a r , a nd  

th e  re le v a n t d e c is io n  m ak e rs  are  like ly  to  sha re  th e  sam e  b ro a d  g o a l o f  m a x i 

m iz in g  p ro fits .

B y  c o n tr a s t ,  k e y  fe a tu re s  o f  p o l i t ic a l  li fe , b o th  p u b lic  p o l ic ie s  a n d  

(e sp e c ia lly )  fo rm al in s ti tu t io n s  a re  c h a n g e -re s is ta n t. P o lic ie s  a n d  in s t itu tio n s  

a re  in  fa c t designed  to  b e  d iff ic u l t to  o ve rtu rn . T h e re  a re  tw o  b ro a d  re a so n s  

w hy . F irs t, th o se  w h o  d e s ig n  in s titu tio n s  a nd  p o lic ie s  m ay  w ish  to  b in d  th e ir

2 1 T h e s e  lo n g - te rm  e ff e c ts  will c o u n t  i f  a n  a c to r  w ith  lo n g e r  t im e -h o r iz o n s  (s u c h  a s  a n  in te r 

e s t  g r o u p )  is  a b le  to  m a k e  th e m  re le v a n t  to  p o li ti c ia n s  -  e .g . ,  th ro u g h  c a m p a ig n  c o n t r ib u 

tio n s  o r  v o te s . T h e  q u e s t io n  is  w h e th e r  s u c h  m e c h a n is m s  a r e  a n y w h e re  n e a r  a s  e f f e c t iv e  

a s  th e  c a p ita l m a rk e ts  o p e ra t iv e  in  th e  e c o n o m ic  sp h e re . In  m y  v ie w , th e r e  a re  s t ro n g  r e a 

so n s  to  b e  sk e p t ic a l o f  th is , b u t  i t  is  c le a r ly  a n  is su e  d e s e rv in g  c o n s id e ra b le  a tte n tio n .
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suc ce sso rs. M o e term s  th is  th e  p ro b le m  o f  “p o litic a l u n c e rta in ty .” U n like  e c o 

n o m ic  a c to rs , p o lit ic a l a c to rs  m u s t a n tic ip a te  th a t th e ir  p o lit ic a l r iv a ls  m ay  

so on  c o n tro l th e  re in s  o f  g o v e rn m e n t. T o  p ro te c t  th e m se lv e s , th e se  a c to rs  

th ere fo re  c re a te  ru le s  that m ake  p re-e x is tin g  a rra n g e m e n ts  h a rd  to rev e rse. A s 

M o e  (1 990 , p. 125) pu ts  it, d e s ig n e rs  d o  n o t w a n t ‘th e ir ’ a g en cies  to  fall u n d e r 

th e  c o n tro l o f  o pp on e n ts . A n d  g iv en  th e  w ay  p u b lic  a u th o rity  is a llo c a te d  and  

e x e rc ise d  in  a  d e m o c ra c y , they  o f te n  c a n  o n ly  sh u t o u t  th e ir  o p p o n e n ts  by  

sh u ttin g  th e m selv es  o u t too . In  m an y  ca se s, th en , th ey  p u rp o se ly  c re a te  s tru c 

tu re s  th a t  e ve n  they  c a n n o t c on tro l.

P o lid c a l a c tors d o  n o t o n ly  w ish  to  b ind  th e ir  su cc esso rs, h ow e ve r. In  m any  

c a se s , th e y  a re  a lso  c o m p e lle d  to  b in d  th e m se lv e s . T h e  k e y  in s ig h t  o f  th e  

“c re d ib le  c o m m itm en ts” lite ra tu re  is th a t  a c tors c an  o fte n  d o  b e tte r  i f  th e y  can  

su c c ee d  in  re m o v in g  c e rta in  a lte m a d v e s  fro m  th e ir  fu tu re  m en u  o f  o p u o n s . 

T h e  e c o n o m y  o f  a  c o u n try  w ill g ro w  fa s te r , fo r  in s ta n c e , i f  a  m o n a rc h  can  

c red ib ly  c o m m it h im se lf  to  re fra in  fro m  e x p ro p ria u n g  a n  e x c e ss iv e  a m o u n t o f  

th e  h a rd -e a rn e d  w e a lth  o f  h is  su b je c ts  (N orth  and  W ein g a s t 1989). T h is  can  be 

do ne  i f  h e  a c ce de s to  P arlia m e n ta ry  c on tro l o v e r the  p o w e r to  tax. S tic k in ess  is 

b u ilt in to  th e  d e s ig n  o f  p o litic a l in stitu tio ns  to  re d u c e  u n c e rta in ty  a nd  e n ha nce  

s ta b ility , fa c ili ta t in g  fo rm s o f  c o o p e ra tio n  a n d  e x c h a n g e  w h ic h  w o u ld  o th e r 

w is e  b e  im p o ss ib le . L ik e  U ly s se s  p re p a rin g  fo r  th e  S ire n s , p o litic a l a c to rs  

o f te n  b in d  th e m s e lv e s , r e s tr ic tin g  th e ir  ow n  f re e d o m  to  se rv e  so m e  g re a te r  

goa l. T o  c o ns tra in  th e m selv es  a n d  o th ers, d e s ig n ers  c re a te  in s titu tio n s  th a t  are 

s tic k y . O f te n ,  th e  b a rr ie r s  to  re fo rm  a re  e x tr e m e ly  h ig h : e .g .,  u n a n im ity  

re q u ire m e n ts  in  th e  E u ro p e a n  U n io n , m u lt ip le  s u p e rm a jo r itie s  to  a lte r  the  

A m eric an  c on stitu tio n .

T h e  re le v a n t p o in t fo r  the  c u rre n t d isc u ss io n  is th a t  th is in s titu tio n a l s tic k i 

n e ss  c h a ra c te r is tic  o f  p o lit ic a l sy s te m s  re in fo rc e s  th e  a lre a d y  c o n s id e ra b le  

o b s ta c le s  to  m o v e m e n t o f f  o f  a n  e s ta b lish e d  pa th . C o m b in e d  w ith  th e  la c k  o f  

c o m p e tit iv e  m e c h a n ism s , the  w e a k n e s s  o f  le a rn in g  p ro c e s se s , a n d  th e  sho rt 

tim e  h o riz o n s  c h a ra c te ris tic  o f  p o litics , it sug g es ts  th a t  pa th  d e p e n d e n t te n d e n 

c ie s  in  p o lit ic a l d e v e lo p m e n t a re  lik e ly  to  b e  p a rtic u la rly  in te n se . B o th  th e  

p re v a le n c e  a n d  in te n s ity  o f  in cre a s in g  re tu rn s  p ro ce sse s  in  p o litic s  su p p o rt the  

b ro a d  c la im  th a t p a th  d e p e n d e n c e  a rg u m e n ts  a re  p a rt ic u la rly  im p o r ta n t fo r  

u n d e rs ta n d in g  p o litic a l dyn am ics .

T o  e n d  th is se ction  and  m ak e the  d isc u ss io n  so m e w h at m o re  c on c re te , le t m e 

o f fe r  a  b r ie f  sk e tc h  o f  th e  re c e n t p o litic s  o f  h e a lth  c a re  in  th e  U n ite d  S ta tes .
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T h is  c ase  p ro v id e s  a  g ood  illu stra tio n  o f  pa th  d e p e n d en c e  e ffe c ts 22. D isc o n ten t 

w ith  th e  in e ff ic ie n c ie s  o f  the  A m eric an  h e alth  c a re  sy s te m  in c re a se d  s ig n if i 

c a n tly  in  th e  la te  1980s and  e a rly  1990s. By a  n u m b e r o f  b a s ic  c rite r ia , the  

A m eric an  h e a lth  c are  sys te m  p o ssessed  c lea r sh ortc om in g s (W hite  1995). C osts 

w e re  e x tre m e ly  h igh  b y  in te rn atio n a l s ta nd a rd s  a n d  w e re  r is in g  q u ick ly . T he  

n u m b er o f  A m eric an s  w ith o u t in su ran c e  - a  p h e n om e n on  e sse n tia lly  u n k n o w n  

in  o th e r  d e v e lo p e d  e c o n o m ie s  - w a s a lso  h ig h  a n d  g ro w in g  ra p id ly . In 

resp on se  to  th e se  c ha llen g es , th e  C lin ton  a d m in is tra tio n  e x p e n d e d  a  g re a t dea l 

o f  p o lit ic a l  c a p ita l d u r in g  its  f ir s t  tw o  y e ars o n  e ffo r ts  to  m o v e  to w a rd s  

n a tio n a l h e a lth  in su ra nc e . D e sp ite  h igh  in itia l a s p ira tio n s , the  a d m in is tra tio n  

e v en tu a lly  su ffe re d  a c ru sh in g  defeat.

T h ree  fa c to rs  c o n tr ib u te d  to  th is o u tco m e , e a c h  o f  w h ic h  u n d e rsc o re s  th e  

s ig n ifica n ce  o f  the  p ro ce sses  d isc u sse d  in th is e ssay . F irs t, the  task  o f  c o n v in c 

ing  v o ters  to  re o r ie n t th e ir  th in k in g  to  su p po rt a  m a jo r e x p a n s io n  o f  g o v e rn 

m e n t’s ro le  in  th e  h e a lth  c are  sec to r  w as  a  very  d iff ic u lt one . A ltho u g h  v o ters  

in  o th er c ou n tries , w h ic h  ha ve  e x p e rie n c e  w ith na tio n al h e a lth  in su ran ce , see  it 

as a  e ffe c tiv e  v e h ic le  fo r a ssu rin g  a cc ess  and  c o s t c o n ta in m e n t, b as ic  u n d e r 

s ta n d in g s  o f  h o w  h e a lth  c are  sy s te m s can  fu n ctio n  are  q u ite  d iffe re n t  in  the  

U n ited  S tates. G iven  the  c om p lex ity  o f  h e alth  care  and  de ep  p o litic a l c lea va ges  

o v e r th e  ro le  o f  g o v e rn m e n t in  the  U n ite d  S tates , th ere  w a s  tre m e n d o u s  d is 

a g re e m e n t a b o u t th e  a p p ro p ria te  p o lic y  re sp o n se . M o b iliz a tio n  o f  p o te n tia l 

su p p o rte rs  w a s th ere fo re  d iff icu lt.

A se c o n d  fa c to r  w a s th e  m ass iv e  a rray  o f  in te re s t g ro u p s  w h ic h  h a d  g ra d 

u a lly  g row n  up  a ro u n d  the  e x istin g  p ub lic -p riv a te  m ix  o f  h e a lth  c are  p ro v is io n  

- a  c la s s ic  illu s tra tio n  o f  th e  in c re a s in g  re tu rn s  e ffe c ts  a s so c ia te d  w ith  p re 

e x is tin g  p u b lic  p o lic ie s  a n d  th e  p a tte rn s  o f  c o lle c t iv e  a c tio n  th e y  h e lp  to  

in d u ce . H e a l th  c a re  w a s on  th e  v e rg e  o f  b e co m in g  a  tr i llio n  d o lla r  in d u s try , 

a nd  th o se  w h o  b e n efite d  fro m  these a rran g em e nts d e v o te d  e n o rm o u s  re so u rc es  

to p rese rv in g  the  s ta tus quo .

T h e  f in a l fa c to r  w a s th e  s tic k in e ss o f  fo rm a l in s titu tio n s , w h ic h  in c re a s e d  

th e  o b s ta c le s  to  re fo rm . T h e  M ad iso n ia n  s tru c tu re  o f  th e  fe d e ra l g o v e rn m e n t 

c re a te d  m u ltip le  ve to  p o in ts  and  su p e rm ajo rity  re q u ire m e n ts  (6 0  v o tes  in  the  

S e n a te ) , w h ic h  fa c ili ta te d  th e  e ffo r ts  o f  h e a lth  c a re  o p p o n e n ts  to  f i r s t  d e la y

2 2  O n  th e  o r ig in s  a n d  fa te  o f  th e  C lin to n  in i ti a tiv e s  se e  H a c k e r  1 9 9 6  a n d  S k o c p o l 1 9 9 6 . T h e  

R e p u b lic a n  in i ti a t iv e s  a re  d is c u ss e d  in  a  n u m b e r  o f  th e  e s s a y s  in  W e ir  1997 .
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re fo rm , th en  e ro d e  p o p u la r  su p p o rt, a nd  f in a lly  p re v e n t e ffo r ts  to  b r in g  a 

c o m p ro m ise  b ill to  a  vo te in  th e  fa ll o f  1994 (S te in m o  and  W a tts  1995).

C o n se rv a tiv e  c ritic s  w o u ld  a rg u e  th a t  th e  C lin to n  p lan  w a s u n d e rm in ed  by  

its  ow n  u n p o p u la r ity  a nd  s tro n g  a n ti-g o v e rn m e n t s e n tim e n t,  b u t th e  e v e n ts  

fo llo w in g  the  e le c tio n  o f  1994 illu s tra te  s im ila r  c o ns tra in ts  on  an a n ti-g o v e rn 

m e n t in itia tiv e  in  h e a lth  care . F o llo w in g  th e ir  h is to ric  v ic to ry , C o n g re ssio n a l 

R e p u b lic a n s  la u n c h e d  a  sw ee p in g  p ro p o sa l to  c u t a n d  re fo rm  M e d ic a re  and  

M e d ic a id  as p a rt o f  th e ir  p u sh  to  b a la n c e  the  b u d g e t a nd  f in a nc e an  e x ten s iv e  

a rra y  o f  ta x  c u ts . A g a in , t re m e n d o u s  a m o u n ts  o f  p o lit ic a l  c a p ita l  w e re  

e x p e n d e d  to  g e n e ra te  c o lle c tiv e  a c tio n  in  fa v o r  o f  ra d ic a l re fo rm . H a d  th e se  

p ro p o sa ls  suc ce e d e d , they  w o u ld  ha ve  c o n sid erab ly  d im in ish e d  the  ro le  o f  the 

fed era l g o v e rn m e n t in  h e a lth  c are . Y et th e  R e p u b lic a n  p ro p o sa ls  ra n  in to  the  

sam e  tw o  p ro b le m s th a t  h a d  h in d e re d  th e  C lin to n  a d m in is tra tio n ’s e ffo r t to 

m o v e  h e a lth  c a re  p o lic y  o n to  a  d iffe re n t  p a th . P o lit ic a l in te re s ts  w h ic h  h a d  

g row n  u p  a ro u n d  the  s ta tu s  qu o  ( th is tim e, th o se  w h o  b e n efite d  from  M e dica re  

and  M e d ic a id )  ra llie d  in support, a nd  s ticky  in stitu tio ns  (in  th is  case , the  P res i 

d en tial v e to )  b lo c k e d  the  m o m en tu m  o f  re fo rm  a dv oc ate s. T h u s  e v en  w he n  an 

a re a  o f  pu b lic  p o licy  is w id e ly  seen  as p ro b le m atic , it  m ay  be  e x trem e ly  d iff i 

c u lt to  e n g in e e r serious  re fo rm s  i f  the  p o lic y  h a s b e co m e  d e ep ly  in s titu tio n a l 

ized .

P o litics  d iffe rs  fro m  e c o n o m ic s  in  m any  w ays. A p p ly in g  too ls o f  e co n o m ic  

a n a ly s is  to  p o litic s  is  tre a c h e ro u s , u n less  th e se  d iffe re n c e s  a re  sy s tem atic a lly  

take n  in to  a cco un t. In th e  c ase  o f  a rg u m e nts a b o u t pa th  d e p en d e nc e , a tten tio n  

to  th e  c h a ra c te r  o f  p o litic s  su g g e s ts  a  s tr ik in g  re su lt. T h e  p o litic a l w o rld  is 

u n u su a lly  p ro n e  to  in c re as in g  retu rns.

IV. Path Dependence and the Study of Politics

L e t m e  b r ie fly  su m m a riz e  th e  d isc u ss io n  so  far. W h e re  in c re a s in g  re tu rn s  

p ro c esses  are  a t w ork , the  fo llo w in g  are  a lso  lik ely  to  be  true:

(1) Multiple Equilibria. U n d e r a  set o f  in itia l c o n d itio n s  c o n d uc iv e  to  pa th  

d e p e n d en c e , a  ran g e  o f  o u tc o m e s  - p e rh a p s  q u ite  a  w id e  ra n g e  - a re  g e n era lly  

possib le.
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(2) Contingency. R e la tiv ely  sm a ll e v e n ts , i f  o c cu rrin g  a t the  r ig h t m om e nt, 

can  h av e large  a nd  e nd u rin g  conseque nc es . A c cid en ts  can  happen .

(3) Timing and sequencing b e c o m e  c ru c ia l. In  p a th  d e p e n d e n t p ro c e sse s , 

when an event occurs may be just as important as what occurs. B e c au se  e arly  

p a rts  o f  a  se q u en c e  m a tte r  m uc h  m ore  th an  la te r p a rts , an  e v e n t th a t h a p pe n s 

“ too  la te” m ay  have  no im pact, though  it m igh t h a v e  b e en  o f  g rea t c o nseq u en ce  

i f  the  tim ing  h a d  b ee n  d ifferen t.

(4) Punctuated Equilibria. Path  d e pe n de nc e  a rg u m e n ts  g e ne ra lly  im p ly  that 

ra th e r  than  e x h ib itin g  g rad ua lism , the  p h en om e n on  u n d e r in v es tig a tio n  m ay  be  

su b je c t  to  long  p e rio d s  o f  re la tiv e  s ta b ility  fo llo w e d  b y  b r ie f  b u rs ts  o f  ra p id  

c h an g e. T h e se  b r ie f  b u rs ts  are  o ften  a s so c ia te d  w ith  e x o g e n o u s  sho c ks  and  

tipping points. P re ssu re s  m ay  be  d o rm a n t fo r  lo n g  p e rio d s  u n til th e y  b u ild  up 

to  the  p o in t w here in c re as in g  re tu rn s  set in , the  p ac e o f  c h a n g e  a cce lera te s , and 

m o v em e n t to  w id e ly  d iffe ren t o u tco m e s b ec om e s p ossib le .

T h u s  fa r I h a v e  e m p h a siz ed  tw o  po in ts: tha t th ere  h a s b e e n  an  e x p lo s io n  o f  

in te re s t in  pa th  d e pe n d e n c e  a m o ng  e co n om is ts , a nd  th a t th ere  are  g o o d  re a so n s  

to  th in k  th a t p a th  d ep e nd en t p ro c esses  are  fa r m o re  p re v a le n t in  p o litic s. W h a t 

a re  th e  im p lic a tio n s  fo r  p o litic a l sc ie n tis ts?  W h a t can  an  a p p re c ia tio n  o f  pa th  

d e p e n d e n c e  c o n trib u te  to  o u r  u n d e rs ta n d in g  o f  p o lit ic s , a n d , e q u a lly  im p o r 

tan t, w h a t c a n ’t such  an  a pp re c ia tio n  d o?  T h ese  a re  the  is su e s  w h ic h  I ta k e  up, 

a d m itte d ly  in  a  v ery  p re lim in ary  w ay , in  th is  f ina l section .

O n e v irtu e  o f  pa th  d e p e n d en c e  a rg u m en ts  is th a t they  p ro v id e  a  very  im p o r 

ta n t  c o rre c tiv e  to  fu n c tio n a lis t te n d e n c ie s  in  p o l itic a l sc ie n c e . A lth o u g h  n o t 

a lw ay s e x p lic itly  sta ted , fu n c tio n a lis t a rg u m en ts  a re  p re v a le n t a m o n g  p o litic a l 

sc ie n tis ts . T h e y  a re  c o m m o n , fo r  in s ta n c e , a m o n g  th o se  w h o  e m p h a s iz e  th e  

ra t io n a l  c h o ic e s  o f  in d iv id u a l  a c to rs  th a t u n d e rlie  p o litic a l a c tiv ity , a n d  th e  

re a so n a b ly  e ff ic ie n t  n a tu re  o f  c o lle c tiv e  re sp o n se s  to  so c ia l n e ed s  (K e o h a n e  

1984; S he ps le  1986; W e in g a s t a nd  M a rsha ll 1988).

F u n c tio n a lis t a rg u m en ts  ta k e  th e  fo llo w in g  fo rm : o u tc o m e  X (an  in s titu tio n , 

fo r  in s ta n c e )  e x is ts  b e c a u se  it se rve s the  fun ctio n  Y . In  a  w o rld  o f  p u rp o s iv e  

a c to rs , it m ay  in d e e d  be th e  c ase  th a t the  e ffe c ts  o f  an  in s titu tio n  h a ve  so m e 

th in g  to  do  w ith  an e x p la n a tio n  fo r its  e m e rge nc e  a n d  p e rsis te nc e . A rg u m e n ts  

a b o u t p a th  d e p en d en c e , h o w e v er, su g ge st the  la rg e  d a ng e rs  in a ny  a ssu m p tio n  

th a t  a n  e x is t in g  in s titu tio n  a ro se  o r  c o n tin u e d  to  e x is t  b e c a u se  it se rv e s  so m e  

p a rtic u la rly  u se fu l p u rp o se . T h in k in g  in fu n c tio n a lis t te rm s a b o u t an  e x is t in g
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in stitu tio n , p o lic y , o r  so c ia l o rg a n iz a tio n  m ay  be  a  g oo d  w a y  to  d e riv e  causal 

h y p o th ese s, b u t fu n c tio n a l a c co u n ts  are  far  fro m  b e in g  th e  o n ly  p lau s ib le  ones. 

M a n y  a lte rn a tiv e s  m ig h t h a v e  b e e n  p o ss ib le , a n d  a  d y n a m ic  o f  in c re a s in g  

re tu rn s  m a y  h a v e  lo c k e d  in  a  p a rtic u la r  o p tio n  e v e n  th o u g h  i t  o rig in a te d  by 

a c c id e n t, o r  th e  fa c to rs  th a t  g a v e  it  an  o rig in a l a d v a n ta g e  h a v e  lo n g  s in ce  

p a s se d  aw a y . Rather than assuming relative efficiency as an explanation, we 

have to go back and look.

T h u s a n  a w a re n e ss  o f  th e  p o ss ib ility  o f  p a th  d e p e n d e n c e  n e c e ssa rily  d raw s  

so cia l sc ien tis ts  to  an  in v es tig a tio n  o f  h isto ry , i f  on ly  to  e v a lu a te  the  v a lid ity  o f  

fu n c tio n a lis t  a s se r tio n s . Y e t th is  is  m e re ly  a  p re lu d e . M o re  b ro a d ly , p a th  

d e p e n d e n c e  a rg u m e n ts  c an  h e lp  p o litic a l sc ie n tis ts  to  th in k  m o re  c le a rly  and  

e xp lic itly  a b o u t th e  ro le  o f  tim e, and  h isto ry , in  so c ia l ana ly s is .

A t o ne  lev e l, a ll so c ia l sc ie n tis ts  a g ree  th a t “h is to ry  m a tte rs .”  T h e  e x istin g  

c o n d itio n s  w h ic h  in flu e n c e  c u rre n t  so c ia l o u tc o m e s  c am e  in to  b e in g  in  som e 

w ay . T h o se  e a rl ie r  p ro c e sse s  a re  thus re le v a n t to  a  fu ll u n d e rs ta n d in g  o f  c on 

te m p o ra ry  so c ia l e v e n ts . Y e t th e  s ta n d a rd  a rg u m e n t is th a t  fo r  m o s t p u rp o ses  

w e m ay  safe ly  p u t such  issu e s  a side . L o o k in g  b a c k  le a d s  to  th e  fa m ilia r  p ro b 

le m  o f  in fin ite  re g re ss , w ith  an  e x p lo ra tio n  o f  e a c h  p re c e d in g  e v e n t lea d in g  to 

the  c on clu s io n  th a t som e o th er p re ce d in g  o c c u rre n ce  w as  a lso  p a rt o f  the cha in  

o f  e v e n ts , a nd  so  on . S o cia l sc ie n tis ts , by  th is lin e  o f  th o u g h t, n e e d  to  b rea k  

th ro u g h  th e  se a m le ssn e ss  o f  h is to ry  som e w h ere , a n d  th e  p re s e n t is as g o o d  a 

p lac e  as any  to  do  so. G e o rg e  H o m a ns  (19 67 ) c o m p a re d  th e  s itu a tio n  o f  socia l 

sc ie n tis ts  to  th a t fa c e d  b y  m in e -sw e e p e rs  w h o  n e e d e d  to  k no w  th e  m ag n e tic  

c h a rg e  o f  a  ship . S uc h  a  c h a rg e  re su lted  fro m  an  in fin ite  ra n g e  o f  sm a ll fac tors  

a c c u m u la te d  o v e r  th e  s h ip ’s l ife tim e , b u t fo r  p ra c t ic a l  p u rp o se s  a  s im p le  

e x p e d ie n t  c o u ld  b e  u sed : th e  c u rre n t c h a rg e  o f  th e  sh ip  c o u ld  b e  m ea su red . If  

the  ta s k  is to  u n d e rs ta n d  th e  s h ip ’s v u ln era b ility , o n e  c an  s im p ly  c u t th rou gh  

th e  G o rd ia n  k no t o f  h is to ric a l re g re ss23.

T h is  is  a  s tron g  a rg u m e n t, a n d  fo r  m an y  p u rp o se s , an  a p p ro p ria te  o n e . In 

p ra c tic e , so cia l sc ie n tis ts  w ill o fte n  h a ve  g o od  re a so n  to  fo c us  on  sy nc h ro n ic  

c a u sa lity  - to  try  to  u n d e rs ta n d  ho w  v a ria tio n s  in  c u rre n t v a ria b le s  a ffe c t p re 

sen t so cia l o u tco m e s. P a th  d e p e n d en c e  a rg u m en ts , h o w e v er, su g g e s t th a t there  

w ill o ften  b e  a  n u m b er o f  p ro b le m s w ith  such  a  stra te gy .

2 3  F o r  a  d is c u s s io n  o f  H o m a n s ’s  a rg u m e n t ,  s e e  K n a p p  19 8 3 .
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P a th  d e p e n d e n c e  a rg u m e n ts  re s t  on  a  c o n c e p tio n  o f  “h is to r ic a l c a u se s” 

(S tin c h co m b e  1968, pp. 103-18; Ik en b erry  1994), w h ere  so m e  o rig in a l o rd e r 

in g  m o m e n t c a u se d  c u rre n t p a tte rn s , a nd  th e  a c tiv ity  is c o n tin u o u s ly  re p ro 

d u ce d  even  though  th e  o rig ina l e ve n t no lo n g er occu rs. W h ile  un d e r c ond itions  

o f  pa th  d e p e n d en c e  it is true  tha t c u rre n t c irc u m stan c es  in som e sense  “c a u se ” 

c u rre n t o u tco m e s, a  focus on these s im u ltaneous  o c cu rre n c es  is h ig h ly  m islea d 

ing . I t p ro v id e s  a  “ sn ap sho t” e xp la n a tio n  fo r  w hat sh o u ld  be  seen  as a  m oving  

p ic tu re . In  p a th  d e p e n d e n t p ro ce sse s, th e  n e ce ssa ry  a n d  su ffic ie n t c o n d itio n s  

fo r  c u rre n t o u tco m e s  m ay  h a ve  o c cu rre d  in  the  p ast. R e p ro d u c tio n  o f  the c u r 

ren t pa th  is now  c o m m o n p lac e , p erha ps  b a sica lly  in v is ib le  o r  a t lea s t a n a ly ti 

ca lly  u n in te re s tin g . T h e  c ru c ia l o b jec t o f  s tudy , th e  c ritic a l ju n c tu re , lies in a 

p rec ed in g  set o f  ev e n ts w h ich  set d ev e lo p m en t a long  a  p a rtic u la r  path .

P ath  d e p e n d e n c e  a rg u m en ts a lso  d ire c t a tte n tio n  to  the  ro le  o f  tim in g  and  

se q u e n c e  in  p o litic s . U n d e r c o n d itio n s  o f  pa th  d e p e n d e n c e , th e  sam e  e v e n t 

(e .g ., an  e x o g e n o u s  sho c k  such as rec ession  o r  w ar) w ill o fte n  ha ve  a  rad ica lly  

d iffe re n t im p a c t d e p e n d in g  on  w h e n  in  a  se q u en c e  o f  e v e n ts  it o c cu rs. In a 

m as te rfu l a n a ly s is , R uth  C o llie r  a nd  D a vid  C o llie r (1 9 9 1 ) h a v e  sh ow n  how  the 

tim in g  o f  e x o g e n o u s  sh o c k s  in  re la tio n  to  d o m e s tic  se q u e n c e s  o f  p o litic a l 

e v e n ts  w as c ru c ia l in  d e te rm in in g  d iv e rg e n t p a tte rn s  o f  la b o r in c o rp o ra tio n  

a c ro ss L atin  A m e rica . S tev en  S k o w ro n e k  (1993) h a s p e rsu a s iv e ly  a rg u e d  tha t 

w e c a n n o t u n d ersta n d  th e  o p p ortu n itie s, c on s tra in ts  a n d  d e m a n ds  th a t  a p re s i 

d e n t fac es  w ith o u t p lac ing  h im  w ith in  a  seq u en ce  o f  p re s id e n c ie s  th a t su pp o rt 

o r  o pp ose  th e  g o ve rn in g  c oa litio n  o f  a p a rticu la r  period .

In de ed , th e  c e n tra l p ro p e rtie s  o f  in c re as in g  re tu rn s  a rg u m e n t p ro v id e  c o n 

s id era b le  su p po rt fo r  m an y  o f  the  key  c la im s  o f  h isto rica l in stitu tio n a lis t a n a l 

y se s in  p o lit ic a l sc ie n c e . A lth o u g h  m u ch  o f  th is w o rk  h a s b e e n  e s se n tia lly  

in d u c tiv e  in o rie n ta tio n , it has s tresse d  the  n e ed  to  s tudy  tem p o ral p ro c esses  in 

o rd e r  to  e x p la in  c rit ic a l  p o l itic a l o u tc o m e s . H is to ric a l  in s t i tu t io n a lis m  h a s  

fo c use d  p rec ise ly  on  id en tify in g  c ritic a l m om en ts  in  p o litic s , d istin c tiv e  d e v e l 

op m en ta l seq u en c es , a nd  the  r ig id ities  tha t m ake  it d iff ic u lt fo r  so c ia l a c to rs  to 

e sca p e  from  e s ta b lish e d  p a th s24.

O f  c o u rse , re c e n t  w o rk s  o f  h is to r ic a l in s t itu tio n a lis m  b u ild  o n  a  h e a lth y  

tra d itio n  o f  a tte n tio n  to  h is to ry  in  th e  so c ia l sc ien c es . P a rtic u la r ly  fo r  th o se  

p ress in g  to  a n sw e r c ritic a l q u e s tio n s  a b o u t the  e x p e rie n c e s o f  real p o litie s , the

2 4  Ik e n b e r ry  1 9 9 4  o ff e rs  a n  e x c e l le n t re v ie w  o f  th e  li te ra tu re  w h ic h  s t r e s s e s  p re c is e ly  th e s e  

th e m e s .
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tu rn  to  h is to ry  h a s b e e n  c o m m o n . Issu e s  o f  tim in g , se q u e n c e , a n d  c ritic a l 

ju n c tu re s  f ig u re  p ro m in e n tly  in  th is  resea rc h . M o o re ’s w o rk  on tra n s itio n s  to 

d em o c ra cy  (M oore 1966) and  L ipse t and  R o k k a n ’s a na ly sis  o f  the  fo rm a tio n  o f  

p a rty  sy s te m s (L ip se t a n d  R o k ka n  1967) a re  tw o  c la s s ic  e x a m p le s , b u t m any  

o th ers  c o u ld  b e  m en tion ed . Ind ee d , it  is fa ir  to a sk  w h e th e r th e  c u rre n t in v e s 

t iga tio n  o ffe rs  a ny th in g  new  - w h e th e r in co rp o ra tin g  pa th  d e p e n d en c e  in to  the 

s tudy  o f  p o litic s  is ak in  to  th e  m an  w h o  d isc o v e re d  th a t h e  h a d  been  speak ing  

p ro se  all is  life . Is pa th  d e pe nd en ce  m erely  a  tre nd y  n a m e  fo r  o ld  ideas?

D iscu ss ion s o f  pa th  d e pe n de nc e  w o u ld  be  w o rth  h a v in g  i f  they  d id  no  m ore  

th an  fo c u s  th e  a tte n tio n  o f  fa d -p ro n e  p o litic a l sc ie n tis ts  on th e  in s ig h ts  and  

c o n tin u in g  re le v a n c e  o f  th is  e a rlie r  b o dy  o f  w ork . Y e t th ere  is e ve ry  re a so n  to 

b e lie v e  th a t th e  c o n c e p t  can  d o  m o re . F irs t, u n d e rs ta n d in g  th e  d y n a m ic s  o f  

in c re a s in g  re tu rn s  p ro c e ss e s  can  g re a tly  sh a rp e n  o u r  u n d e rs ta n d in g  o f  why 

p a rtic u la r ju n c tu re s  (and  w h ich  a sp ec ts  o f  th o se  ju n c tu re s )  are  c ritic a l and  w hy 

tim ing  o ften  m atte rs  so  m uch . W hile  i t  w o u ld  tak e  a  d e ta ile d  lite ra tu re  rev iew  

to  d oc u m e n t th is  c la im , m o s t o f  th e  w o rk  ju s t  m en tio n e d  has been  ra th er vague  

on  th is  po in t. T h e  spe cif ic  c ha ra c te ris tic s  o f  po s itiv e  fe e d b a c k  p ro v id e  th e  key 

to  m a k in g  se n se  o f  the  c o m p le x  m ix  o f  s ta b ility  a n d  b u rs ts  o f  ra p id  c h a n g e  

w h ich  c h a ra c te riz e  so m any  p o litica l p roce sses. In  a n  o ft-ab u sed  b u t still u sefu l 

p h ra se , a tte n tio n  to  the  c h a ra c te r  o f  in c re a s in g  re tu rn s  c an  h e lp  p ro v id e  the  

micro-foundations w h ich  lay  b a re  how  the a c tio n s o f  in d iv id u a ls  a g g reg a te  to 

p ro d u c e  fu n d am en ta l, m ac ro -le v el o u tcom es .

S e co nd , an  in v e s tig a tio n  o f  the  sou rc e s o f  in c re a s in g  re tu rn s  p ro ce sse s  p ro 

v id es  a  bas is  fo r  d e v e lo p in g  im p o rtan t h y p o th ese s a bo u t p o litic a l s ta b ility  and 

c h an g e. T o  re p e a t, A r th u r ’s w o rk  on  in c re a s in g  re tu rn s  is g ro u n d -b re a k in g  

n o t s im p ly  b e c a u se  h e  d e sc r ib e d  th e  c h a ra c te ris tic s  o f  th e se  p ro c e sse s , b u t 

b e c a u s e  h e  h a s b e g un  to  id e n tify  th e  c o n d itio n s  w h ic h  are  c o n d u c iv e  to  pa th  

d e p en d en c e . T h e  m a jo r a m b itio n  o f  th is  e ssay , b u ild in g  on  N o rth ’s w o rk , has  

b ee n  to  b e g in  the  p ro c ess  o f  a d ap tin g  th e se  a rg u m en ts  to  th e  study  o f  p o litics . 

D o in g  so  has  re q u ire d  c are fu l a tte n tio n  to  the  d is tin c tiv e  fea tu res  o f  th e  p o liti 

ca l w o rld  - its  in tr in s ic  a m b ig u ity , the  p rev a le n c e  o f  h ig h ly  s ticky  in stitu tio n s , 

th e  p ro m in e n c e  o f  c o lle c tiv e  a c tio n  p ro b le m s, a n d  th e  p e rv a s iv e n e ss  o f  sho rt 

tim e -h oriz on s. N o t all a sp ec ts  o f  p o litic a l life  a re  su b je c t to  in cre as in g  retu rns. 

F u rth e rm o re , th is  p a p e r h a s h ig h lig h te d  m o re  sp e c if ic  fe a tu re s  o f  p o litic a l 

e n v iro n m e n ts  (e .g ., th o se  th a t a ffe c t the  tim e  h o riz o n s  o f  k ey  p o litic a l ac to rs)  

w h ic h  a re  lik e ly  to  in flu e n c e  th e  in itia tio n  a n d  re in fo rc e m e n t o f  in c re a s in g  

re tu rn s  p ro ce sse s . In  sho rt, th is  is  fe rt ile  te rr ito ry  fo r  d e v e lo p in g  new  p ro p o 
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s ition s  a bo u t the  c o nd ition s  th a t fa c ilita te  o r  im pede  v a rio u s  ty p es  o f  p o litic a l 

change.

A n  u n d e rs ta n d in g  o f  in c re as in g  re tu rn s  p ro c esses  c a n  m ak e  one  f in a l c o n 

tr ib u tio n  to  p o litic a l sc ie n tis ts : a  h e a lth y  d o se  o f  h u m ility . S in c e the  r is e  o f  

b e ha v io rism , m an y  p o litic a l sc ien tis ts  h a ve  h a d  lofty  a sp ira tio n s  a bo u t d e v e lo p 

ing  a  sc ien c e  o f  p o litic s , ro o te d  in  p a rs im o n y  and  g e n e ra liz a tio n , a nd  c a p ab le  

o f  g re a t p re d ic tiv e  po w e r. D e sp ite  m o d es t a c h iev e m e n ts  o v e r a  p e rio d  o f  fou r 

d e c a d e s , th e se  a s p ira tio n s  rem a in . S e tb a c k s  are  sh ru g g e d  o f f  w ith  c a lls  fo r  

m o re  tim e  o r m o re  su s ta in e d  a p p lic a t io n  o f  th e  p ro p e r  m e th o d s . Y e t  th e  

in ab ility  o f  p o litic a l sc ien tis ts  to  g e n era te  p ow e rfu l g e n e ra liz a tio n s  th a t  fa c ili 

ta te  p re d ic tio n  re m a in s  a  puz zle . I f  th e  p rev a le n c e  o f  in c re a s in g  re tu rn s  p ro 

c e sse s is in d e e d  a  d istin c tiv e  fea tu re  o f  p o litics , h o w e v e r, th en  w e h a v e  been  

lo o k in g  in  the  w ro n g  p la c e  fo r  an  e x p la n a tio n . T h e  p ro b le m  lies n o t in  o u r  

m eth o d s, b u t in th e  c h a ra c te r  o f  the  p o litica l w o rld  itself .
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