& Theory and Method in Economic Development ¥

vpprec1ates the dialectic relationship between the society, the
olity, 'and the economy.

Within a given paradigm or world view several competing
}eones may exist. These internal arguments are part of any school
Qgtbought s historical legacy——varymg interpretations of what
*happened and why. In “The Misconceptions of ‘Development
E%%onomlcs,’ ” Deepak Lal claims that the attempt to create an
economics of development is fundamentally misguided. This is so
»“because it involves a denial of the applicability of traditional
- economic theory to the problems of developing countries. In
" particular it denies the universal existence of economizing
behavior, exaggerates the importance of market failures, and
#believes that political authorities can allocate resources better than
" +the market. Amartya Sen defends the record of “development
Onomlcs, claiming both that the criticisms are inaccurate and
that there has been substantial development.

“*Howard ]J. Wiarda claims in “Toward a Nonethnocentric

_'Theory of Development: Alternative Conceptions from the Third

“World,” that rejection of the Western model of development; in its
several varieties, is now widespread in the Third World. There are
many new and exciting efforts to construct indigenous models of
-development that are more compatible with local values and

" .traditions. In this sense they are more in line with the political

economy paradigm.
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~ Paradigms of Economic
Development and Beyond
Charles K. Wilber and Kenneth P. Jameson

I. INTRODUCTION

During the more than thirty years since the end of World War II and the
founding of the United Nations, “development” has captured the attention
of economists and statesmen alike. Of course international inequalities are
not new, but three factors account for this recent emphasis: (1) the realization
that the worldwide spread of markets has not automatically brought the
benefits promised by nineteenth-century economic theory; (2) the emergence
of socialism as a viable development alternative; and (3) the pressure for
economic development exerted by the newly independent countries of Latin
America, Asia, and Africa with the resulting challenge to existing economic
relations. In all of these cases, the meaning of “development” is a crucial
element. :

Theorists and practitioners of development have written and labored in
universities, government agencies, and' international institutions. Interna-
tional conferences have been held, billions have been spent on foreign aid,
and thousands of experts now earn their living from development. However,
this prolonged preoccupation has not resulted in a generally accepted expla-
nation of the process of development. Indeed, an initial survey of the field
would seem to suggest an analogy with the Tower of Babel. Closer examina-
tion, however, shows that there are two main categories of treatments of
development, one we will term “orthodox” and the other “political econ-
omy.”

One of the purposes of this chapter is to suggest how the diverse writings
on development can be understood as belonging to these two competing
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ccompany work within either of these two traditions may actually hamper
.our%nderstandmg of development we must move beyond them to an ap-

ététus_ of economics as a science has .provoked active debate in recent
: Some claim that economics has indeed gained the coherence and ex-
ory power to qualify as a science, while others claim that it is presently
inia prescientific state and is likely to remain there forever. Of course the
entire debate traces back to the work of Thomas Kuhn,! who in his history
of science used the construct of the “paradigm” to show that science and its
developmefif are much more complex than the simple march of value-free
-_ knowledge which progresses by its own persuasiveness.
.. !iThereis no need to enter into the debate on the nature of economics nor
: 3‘vmto the hot phxlosophxcal debate sparked by Kuhn. As a device for ordering
‘thinking about economic development, the concept of a paradigm will be
‘useful
“ For our purposes a paradigm is a world view shared by a group working
; thinking about a particular topic, e.g., economic development, Such a
§ v\\‘racir’ld view affects their activity across the board: the questions which are
asaligd ;the information which is collected, the method of interpretation of
t&}pt information, and even the group with which there will be communica-
on about the questions. Because of the functioning of this world view and
ﬁ‘E;’hxs scientific community, advances in knowledge about the particular con-
,_“ri}s ©of.this community are facilitated; but it is very difficult to move from
0] orld view or one community to another. As long as the paradigm relates
ﬁuc e§sfully to the questions addressed, there is substantial “progress” i
un(ferstandmg and knowledge. On the other hand, even when the questxons
aren not dddressed with a high degree of success, i.e., when there is a crisis in
";the commumty, members of the community continue to follow the para-
dlgm s guidelines rather than breaking with that world view and adopting
;janother
% This paradigm or general theory—whether it be neoclassical economics,
Marxism, or some other—is usually so much a part of the very thought
process that empirical disconfirmation of some particular hypothesis is almost
automatlcally rejected. There are a variety of specific problems that make it

easy in:economics to reject a disconfirmation as invalid ar\d thus to protect
J the scientist’s theory or paradigm.

First is the ceferis paribus problem. Hypotheses in economics must always
be stated in the form of “if . . . then” propositions. Since the “ifs” do change,
an econometric test that disconfirms the theory can always be rejected as
“mis-specified.” In addition, since hypotheses are stated in probabilistic
terms, a nonoccurrence of the predicted event cannot be used as a refutation
of the general law from which the particular hypothesis was deduced.

Second is the difficulty of constructing a clear-cut test of a hypothesis
in economics. Most of the traditional statistical tests (for example, null hy-
potheses) are very weak and a large number of different theories are capable
of passing them. The choice among alternative theories, therefore, cannot be
settled on empirical grounds. Instead, the desirable qualities of a logical
model—simplicity, generality, specificity, and aesthetic quality—are used,
and the relative evaluation of these qualities is probably determined by one’s
own paradigm.

In the area of development—which is multidisciplinary by nature—these
problems of verification are multiplied many times over. When a general
theory or paradigm has achieved a high level of insulation from falsification
it might best be termed an ideology or, less pejoratively, a parable. As para-
bles, both the orthodox and political-economy paradigms of economic devel-
opment serve two essential and related functions. Each acts to restrict the
scope of what is considered “scientific” inquiry and each serves as a policy
stance for molding society in its image.

Before turning to specific consideration of the two paradigms, let us
indicate in a general manner what the main components of paradigms or
parables of development are. It will be seen that a major consideration is the
view of history implicit in the paradigm, a theme to which we will return in
later sections.

An Outline of Development Paradigms

Both the orthodox and the political-economy paradigms grow out of Western
modes of thought, and thus they have similarities in their patterns of analysis
and thinking. This fundamental similarity can be seen by going back to the
definition of development given in Webster’s Third New International Dictionary.
Development is defined as “the act, process, or result of developing: the state
of being developed: a gradual unfolding by which somethm_g .is developed:
gradual advance or “growth thro_g_,y_rogresswe changes.” This obv1ously
requires examination of the word “develop,” which is defined as “to cause
to unfold gradually: conduct through a succession of states or changes each
of which is preparatory for the next.”

From this we see that development has the implication of a gradual
unfolding or of a passing through stages, each of which prepares for the next.
When applied to the context of countries existing in time, it shows that




ment must be dealt with in a historical context. The historical experi-
Il: condition the stage in which a colintry finds itself and the degree
Which'its development has unfolded.
From the definition, there is another sense in which history is important.
) {3-.1» -an’ “unfolding” implies the stripping off of overlays which are
ding the true nature of the subject; it suggests the gradual emergence of the
’ f the entity which for some reason has been hidden but which reveals
¢  the passage of time. There is in this view a type of teleology, an
‘ ﬁnﬁ hich history is tending or should tend. So development is more than
- simply change or the passage of time; itis change in some particular direction.
chta stance fits quite nicely with the other definition of development, the
ssage from stage to stage. As long as each succeeding stage is a “higher”
- ‘stage, then the process of history and development is again teleological. This
i -‘can: be segn most clearly in the writings of W. W. Rostow on the stages of
_ economic growth,? but it also appears in a close reading of virtually any text
i i '} x_‘é'v‘elopmenl:. Thus, Bauer and Yamey talk of “the widening of the range
© | ofialternatives open to people as consumers and producers”;® Higgins sees
development as “a discernible rise in total and in per capita income, widely
diffused throughout occupational and income groups, continuing for at least
two generations and becoming cumulative”:4 Seers says that it must be
|t 'axt_:”ed in relation to a “universally acceptable aim—the realization of the
0 %igﬁ.tial of human personality”’;5 while, finally, Denis Goulet in talking of
theiFrench school describes their view as “development itself is simply a
5:to’the human ascent.”’¢
ﬁ?& oining together the historical element of development with the teleolog-
alyiit is rather easy to arrive at a view of history as a parable of “progress”
5'}(1 that final goal. It is this aspect of development thinking whose philo-
:sophical roots are examined by Celso Furtado.? . . . g

#AAn his Economic Development, Culbertson® points out that “belief in prog-

i

“characterized the classical writers and Marx as well as'the neoclassical
ol ‘(:)f'development thinking, i.e., that progress is a component of both of
fsgxppeting paradigms of development. The fundamental role of “history
rogress” will be emphasized in the final section of this chapter.
‘Two other components complete the skeleton of the analytical frame-
f'the two paradigms. The first is their attempt to deal with the con-
existence of “underdevelopment.” Obviously few if any countries
aveideveloped fully, and an explanation for this must be a part of the
paradigm. More particularly, why is it that the range of performance is so
vast, f;om that of the United States or Sweden on one end, to a Chad or
Gu}x}ea-Bissau on the other? Thus, a complete view of development must
contain a “theory of underdevelopment” which can provide a plausible ex-.
planation for the existing state of events. The second component, naturally,
is a “theory of development.” In other words, there must be offered some
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explanation of the mechanism or motive force which moves countries
through history in their process of development. It is in the theories of
development and underdevelopment that the two paradigms differ most radi-
cally.

With this as background, we are now ready for a rapid tour through the
two main paradigms of development before turning to an alternative view of
history and to the essays in this volume and their contribution to an under-
standing of the process of development.

III. THE ORTHODOX PARADIGM

Development thinking in the United States has long been dominated by what
we term the “orthodox” paradigm. Although it has certainly undergone an
evolution and has several -variants, its basic outlines adequately encompass
a majority of the writers on economic development in this country. Following
the schema outlined above in terms of its major components, we can sketch
out the general outlines of this paradigm.

The basic goal of development has been seen traditionally as the attain-
ment of a “high mass consumption” society, to use Rostow’s term. It is
understandable, therefore, that orthodox development economists have usu-
ally measured the level of economic development by the level of per capita
income or product. The implicit goal of development appears to be the crea-
tion of societies that replicate the political-economic system of the United
States: a private enterprise economy combined with a representative, demo-
cratic political structure. '

The view of the historical process contained in the orthodox paradigm
is clear from this characterization: it is one in which developing societies move
toward ever greater availability of goods and services for their citizens. This
is the nature of progress, and, as a result, growth in the per capita output of
goods and services is often used synonomously with development. Since the
general unit of analysis is the nation-state, it is the average per capita income
of the whole population of the nation-state that moves to higher and higher
levels as the historical process of development continues.

As might be expected, the treatment of this historical process is closely
intertwined with the theory of development incorporated in the paradigm. It
is often held that development and progress are almost natural and lawlike
and that history is simply a continuum from the poorest to the richest coun-
tries. The main difference between them, aside from natural resource base, is
the time which separates them from underdevelopment.

Rostow’s stages-of-growth model is the best known and most explicit
presentation of this view of historical development. The use of this model as
a framework for analysis of the process of devzlopment assumes that present-
day countries correspond to the “traditional society” stage or, at best, the
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‘preconditions” stage in’the Westerri developed countries. That is, the
resent-day developed countries were onte underdeveloped and all countries
i o" ¢ through all these stages.

i nHow can this development best be brought about, that is, what mech-

: sms ‘'will most surely lead to growth and development? Of course there are
-a‘-vanety of approaches to this problem, but the one which has greatest claim
fb‘the orthodox position is the view that development will be facilitated by
domg nothing, by letting things alone: “laissez faire.”

g3t This view grows out of the model of competitive market capitalism.
“:Since an uncoerced person can be depended upon to act rationally to maxi-
“mize his/her individual self-interest, it is thought that an automatic, self-
egulated mechanism to manage economic affairs naturally emerges in the
cburse of history. These free choices are expected to overcome scarcity and
to resg},t in progress through the automatic adjustments of free exchange in
“'markets. The forces of competition ensure that the economy produces those
goods which people desire and that maximum output is produced in the most
efficient ri3nner.

52 S_ince the process is virtually automatic and technically determined, this
- .suggests the theory of underdevelopment. If development has not occurred,

.’then'the reason must be that something interferes with this automatic pro-

cess. The analysis of obstacles to development is, in effect, the theory of
i wunderdevelopment contained in the orthodox paradigm. Two examples can
Jillustrate the concept of obstacles. One obstacle to growth may be nonrational
behavior, that is, nonmaximizing behavior. Because of cultural dualism,® lack
of n-achievement,’® or other social/cultural/psychological constraints, peo-
e tend to behave in ways that perpetuate traditional forms of economy, and
: thus retard development. Another is the obstacle to the free working of
% arkets created by government regulation and participation in the economy??
and by the imperfections of markets caused by the low level of develop-
ment.!2 These two categories of obstacles hamper the automatic progress of
.development which otherwise would take place.

&1 The possible existence of such obstacles represents a challenge to policy-
: 1 akmg, and two main responses to this challenge have developed since

g World War II. In addition a third response, growth with equity, has devel-

i ,_:Qped in recent years as a reaction to what is perceived as the failure of
.s-development programs.

~ Laissez Faire and Planning Responses

-“Suggested policies to overcome these obstacles to the automatic process of
'devglopment have been quite varied. However, they fall into two major
groupings: a continued defense of the laissez faire strategy?? or a belief that

_substantial government planning will be required to overcome these obsta-
cles.1
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The laissez faire response is twofold. On the one hand, it questions the
observations of nonrational behavior. There is a large literature in the eco- .
nomic anthropology area which finds rational maximizing behavior in widely
varying situations that would seem on the surface to preclude such rational-
ity. While this may only indicate the protean nature of the concept of “eco-
nomic rationality,” it is a viable response. Similarly the apparent market
failures can be dismissed either as nonexistent or as causing minimal eco-
nomic loss. Harberger’s earlier work!® examines the question for the problem
of monopoly power, and his chapter in this book presents a similar view
critical of\claims of inappropriate factor proportions in production. If such
problems do not exist, then it is apparent that the policy of laissez faire
continues to be viable and indeed desirable from a development standpoint.
Once again the problem of development will be solved with the passage of
time as the underdeveloped countries pass through the same stages as did the
now developed countries.

On the other hand, it is admitted that there may indeed be deviations
from laissez faire. The best example of this is the role which government has
come to play in Third World countries. Government interferes in all areas,
setting prices by nonmarket considerations, distorting the operation of labor
markets through minimum-wage legislation and through providing employ-
ment in the government sector. In addition, the government artificially stimu-
lates demand through deficit spending, thereby generating inflation in the
domestic economy. In this case, the detrimental aspects cannot be overlooked;
action must be taken. Government interference must be curtailed and the size
of government deficits must be cut drastically. The best example of such an
attempt is the effort to implement a “social market economy” in Chile after
the military coup in 1973. This was seen as necessary because of the distor-
tions caused to the economy by the previous socialist regime. Following the
dictates of economic policymakers, generally trained at the University of
Chicago, the government is attempting to implement the above policies, in
essence moving the economy back to a market-based operation.

The planning response is quite different. Those with this perspective
conclude that government must intervene in the economy to offset the an-
tidevelopment impact of the two types of obstacles to development. On the
side of nonrational behavior, the government can attempt to convince its
citizens of the need for “modernization” while at the same time substituting
its own entrepreneurial ability and knowledge to fill that vacuum. On the side
of markets, the government can again offset the difficulties through economic
planning. By developing a coherent overview of the economy and by forcing
this on the actors in the economy through the various means at its disposal,
the orthodox result of growth in income can be attained.

It should be pointed out here that the willingness of government to begin
to supplement or supplant the market has another important result. It also
opens the door to a deviation from consumer sovereignty in deciding the







