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Some fundamental controversies: economic development
Why are some countries rich and others are poor?

“

Why are we so rich and they so poor? […] Not
only are poor countries lacking in capital and
education, but the productivity with which they
use the inputs they possess is low as well.”
Jones & Vollrath (2013, p. 257)

“

When we take history into account, it becomes evident
that the wealth of high-income nations depends on
processes of appropriation from the rest of the
world. This was clear during the colonial period, but it
also remains true today.
Hickel et al. (2021, p. 1030)
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Some fundamental controversies: economic development
Is economic growth part of the problem or part of the solution?

“

A [...] myth propagated today by politicians of
all parties [...] is ‘the myth of growth’ (Jackson
2009: 15), i.e. the idea that unlimited economic
growth is possible on a limited planet.”
Sommer & Welzer (2017, S. 83-84)

“

Economic growth creates jobs. Economic growth provides families
with income and savings that help them pay for education for their
children. Economic growth provides financial stability. Economic
growth gives workers more power […].
That is why raising the rate of economic growth is so important.
Dorfman (2017)
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Guiding questions

•

Where do these fundamental differences on such foundational questions
come from?

•

What does the answer imply for scienti c practice and interdisciplinary
collaboration?

•

Can we expect to resolve these controversies in the near future?

•

If not, how should we deal with them, especially as interdisciplinary
scholars?

fi
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Key messages
1. Such fundamentally opposed diagnoses originate from different
paradigmatic starting points
2. Different paradigms in economics come with very different perspectives on
social and ecological issues
3. The truth lies in the intersection of independent lines – thus, combining
the contributions of different paradigms is attractive
4. The diversity of paradigms is neither easy to sustain, nor easy to handle –
but it is important to build your judgement not on a single perspective alone
5. The eld of pluralist economics provides some concepts that are helpful to
compare and, if necessary, triangulate different paradigms in practice
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Outline

I. 1st example: different views on comparative economic development
II. 2nd example: economic growth as fundamental problem or solution?
III. Some remarks on a pluralist approach to economics (and beyond)
IV. Summary and conclusion
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Economic development
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Why are some countries poor and other rich?
A story about national institutions

“

It is all about incentives and opportunities.
A country does not become rich if there are no
incentives for people to invest, to innovate and
to improve their productivity…
After the exploitation through colonialism,
many elements of African societies that were
bad for growth remained unchanged. For
instance, there are still rules that do not allow
for private ownership of land.”
Acemoglu (2019)

Major determinant:
institutions within the
countries of interest

Methodological
nationalism
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Why are some countries poor and other rich?
A story about national institutions
•

This story deserves being called the ‘mainstream position’
•

Widely known and accepted among policy institutions

•

It is implicit in the standard way to teach economic development to students:

“Not only are poor countries lacking in capital and education but the
productivity with which they use the inputs they possess is low as well.
[…]
Corruption, bribery, theft, and expropriation can dramatically reduce the
incentives for investment in an economy, with devastating effects on income.
Taxation, regulation, litigation, and lobbying are less extreme examples of
diversion that affect investments
[…]
[A]dvanced countries are advanced precisely because they have found ways to
limit the extent of diversion in their economies.”

No matter what you think about it: it is a very ef cacious
theory that in uences thinking, discourse, and policy!
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Why are some countries poor and other rich?
A story about imperialism and dependency

“

When we take history into account, it
becomes evident that the wealth of highincome nations depends on processes of
appropriation from the rest of the world.
This was clear during the colonial period, but
it also remains true today. Hickel et al. (2021, p. 1030)

“

The development of economic Centers,
and the history of the underdevelopment of
the Third World, are moderated via the
international system, they are
complementary developments.”
Senghaas (1974, S. 18)

Major determinant:
dominance of core countries
and structural dependencies
Claudius Gräbner-Radkowitsch
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Why are some countries poor and other rich?
A story about imperialism and dependency
Methodological
nationalism

Methodological
structuralism

It is the particular set of
institutions of a country that
determines whether it becomes
rich or poor

It is the interdependency and the
asymmetric relationships
between countries that determines
which become rich and poor

•

Policy implications are very different:
•

•

Reforms in the poor countries vs. reforms of the rich countries and the world
economic system

Can this controversy be resolved by reference to data and empirical work?
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The relationship between theory and empirics
•

A common argument against the relevance of theoretical vantage points in
practice is the alleged trend to empirical research in economics
•

•

Why not simply determining the ‘correct’ view according to empirical evidence?

This view is rather naive, not only but mainly because of the theoryladdenness of observations

“

It is absolutely wrong to build a theory
only on observations. Because it is only
the prior theory that decides what we can
actually observe”
Albert Einstein
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The relationship between theory and empirics

Quelle: Jastrow (1899) via Wikimedia (Link)
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The relationship between theory and empirics
•

But the implications of the theory-laddenness go further
•

Measurement approaches and observations are ‘theory-ladden’ since they are
de ned via reference to theoretical concepts or built on theoretical assumptions

•

Different theoretical vantage point may easily lead to different observable and,
thereby, interpretations

Example Gross Domestic Product
• De ned as:
• Sum of all income = total value added = total

expenditures of an economy
• This excludes among others:
• Care and reproduction work
• Ecological quality
• This includes among others:
• Expenditures on warfare and nancial services

fi
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Evidence for the structuralist view
•

Important argument of structuralists:
•

•

Relationships of unequal exchange keep poor countries from prospering

Such unequal exchange operates along different dimensions, e.g.:
Ecological dimension

Technological dimension
Unequal exchange

Economic dimension
•

In all cases: poor countries cannot unilaterally escape this relationship due
to power asymmetries and/or excessive transition costs
Claudius Gräbner-Radkowitsch
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Evidence for the structuralist view
Ecological unequal exchange
•

The international division of labor is such that the Global North externalises
the ecological costs of its consumption to the Global South
Figure 3 Global exports of materials by four material categories, 1970–2010, million tonnes.

•

Ressource extraction and provision
of raw material happens mostly in
the Global South → little valueadded, high ecological costs

C. Dorninger, et al.

R E S E A R C H A N D A N A LY S I S

Figure 4 Raw material trade balance (RTB) by seven subregions, 1990–2010, million tonnes.

material equivalents of direct trade of materials point to the real
contribution of trade to material extraction, showing that trade
mobilizes much greater amounts of materials than direct traded
flows indicate. In 2010, 30 Bt of materials extracted globally
were required to produce 10 Bt of directly traded goods. A
raw material trade balance based on the attribution of globally
extracted materials to traded goods shows that only Europe and
North America have remained net importers of materials. By
contrast, the Asia-Pacific region is a net exporter of materials
when correcting for trade (see figure 4). This is caused by the
large upstream material requirements of manufacturing goods
produced in Asia and the Pacific and consumed in the rest of
the world.
Since the 1970s, countries’ specialization with regard to
natural resource extraction for trade has increased markedly,
especially for fossil fuels and metal ores, but, to some extent,

Dorninger et al. (2021)

also for agricultural products. Other countries have become
more dependent on imports over time. This is especially visible
for countries such as Australia, Brazil, Chile, Indonesia, and
Kazakhstan, which have increased their net exports of materials, while other countries such as South Korea and the United
States (until 2005) increased their net imports of materials, or
depended (such as Germany, France, and Japan) on a high level
of net imports over the whole four decades. China, India, and
Pakistan show an interesting pattern of fast-increasing import
dependency for direct trade of materials, which coincides with
the status of a net exporter when adjusting trade flows for upand downstream indirect material flows associated with trade,
that is, looking at the raw material equivalents of trade.
The increasing specialization of countries into material suppliers and users has created very different environmental and
social issues in exporting and importing countries and has

Schandl et al. (2017)

6
Journal
of Industrial
Ecology
Figure
7 Per-capita
material
footprint (MF) by HDI level, 1990–2010. HDI = human development index.

footprint reports the “true” amount of materials that are required
Claudius Gräbner-Radkowitsch
for final demand (household and government consumption and
capital investment) in a country or region. By relating global
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To reduce environmental pressures and impacts of consumption and production, high-income countries will need to substantially decrease their current per-capita material footprint

Evidence for the institutionalist view
124

.

Chapter 4 Fundamental Determinants of Differences in Economic Performance
Log GDP per capita, 1995

•

The idea of ‘institutions’ in the
dominant approach is rather narrow
•
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Acemoglu et al. (2002): The colonial origins of comparative economic
between latitude (the absolute value of distance from the equator) and income per capita, which
development:
is consistent with the views of Montesquieu and other proponents of the geography hypotheIncomenottoday
sis. Interestingly, Montesquieu
only claimed that warm climate makes people lazy and thus
Income today
Z
unproductive, but he also asserted that it made them unfit The
to be governed
by democracy.
Thus, of
causal
e ect
according to Montesquieu, despotism is the “equilibrium” political system in warm climates.
Therefore a potential explanation for the patterns in Figure
4.1 is that there is aninstitutions
omitted factor,
persistent
Settler mortality
Y
X
X
Y
geography, which explains both economic institutions and economic performance. Ignoring
FIGURE 4.1 Relationship between economic institutions, as measured by average expropriation risk
between 1985 and 1995, and GDP per capita.

during colonialism

Institutional quality today

ff
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explains 30% of
global inequality
today

this potential third factor would lead to mistaken conclusions.
Even if Montesquieu’s claim appears both unrealistic and condescending to our modern
Institutional
quality
today
sensibilities,
the general
point should be taken seriously: the correlations depicted in Figure 4.1,
and for that matter the correlations in Figure 4.2, do not necessarily reflect causal relationships.
As noted in the context of the effect of religion or social capital on economic performance,
these types of scatterplots, correlations, or their multidimensional version in ordinary least
squares regressions, cannot establish causality. Doubt about the effect of omitted variables
will almost always remain, even for careful regression analyses.
Gräbner-Radkowitsch
How can we overcome the challenge of establishing a causal relationship between (economic) institutions and economic outcomes? The answer to this question is to specify econo-
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Endogeneous
growth theory

Feminist
economics
• Power

• Relevance of

asymmetries
• Relevance of
culture and nonmarket institutions
• Gender-dimension
of development

economic
incentives
• Important role of
economic
institutions

Why are some countries
poor and other countries
rich?
• Evolution of

• Global

knowledge
• Relatedness of
knowledge
• Relevance of path
dependencies

Evolutionary
economics

interdependencies
and power
asymmetries
• Relationships of
unequal exchange
And many more…
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Central take-aways from the first example
•

There is fundamental disagreement on why countries are rich or poor
•

The answer depends on one’s very theoretical vantage point: methodological
nationalism vs. methodological structuralism

•

Both ‘camps’ provide evidence for the relevant of their ‘favourite’ reasons

•

Taking the theory-laddenness of observation seriously casts doubts on
such ‘ nal answers’ to the debate

“

Whenever a theory appears to you as the only
possible one, take this as a sign that you have
neither understood the theory nor the problem
which it was intended to solve.”
Karl Popper (1972)
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Central take-aways from the first example
•

This is not an argument for taking a relativist position

•

Rather: Popperian fallibilism combined with an advocacy of pluralism

“

Our truth is the intersection
of independent lines.”
Richard Levins (1966)

•

Considering different perspectives within a consistent framework is not easy

•

But there are many useful concepts that help with this considerable task
•

Many of these concepts are part of what one would call the (‘meta’) research
program of pluralist economics → short intro as next step
Claudius Gräbner-Radkowitsch
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Economic growth:
Problem or solution?
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Some fundamental controversies: economic development
Is economic growth part of the problem or part of the solution?

“

A [...] myth propagated today by politicians of
all parties [...] is ‘the myth of growth’ (Jackson
2009: 15), i.e. the idea that unlimited economic
growth is possible on a limited planet.”
Sommer & Welzer (2017, S. 83-84)

“

Economic growth creates jobs. Economic growth provides families
with income and savings that help them pay for education for their
children. Economic growth provides financial stability. Economic
growth gives workers more power […].
That is why raising the rate of economic growth is so important.
Dorfman (2017)
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An inconvenient debate
•

The debate and the necessity and feasibility of economic growth is rather
muddled, pretty emotional, and, so far, inconclusive

•

The main issues revolve around the following questions:
I. Is unlimited economic growth feasible on a planet with limited resources?
II. Is economic growth a good policy goal, given ecological crises?
III. Are there ‘growth imperatives’ in the capitalist system such that a complete
system change is necessary to become independent of economic growth?

•

Within the different communities, there are also more concrete debates, e.g.
how a transition to a post-growth society could look like

•

Here: focus on (I), for (II) and (III) see further readings

Claudius Gräbner-Radkowitsch
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Is unlimited economic growth feasible on a
planet with limited resources?
•

•

Many non-economists criticise the focus on economists to study economic
growth since they expect that there must a time when we stop growing
•

The resources of our planet are limited, so we cannot grow forever

•

Given the current ecological crises, we seem to be close to that point

•

Thus, we should rather think about how to become ‘independent of growth’

For economists this point is hardly convincing. Why?
•

The reason lies, again, in the fundamental theoretical starting point…

•

…and a lack of clarity what is actually the subject of discussion

Claudius Gräbner-Radkowitsch
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The possibility of unlimited growth
•

•

Growth usually refers to growth in total output of the economy
•

This is almost always measured by the Gross Domestic Product

•

Note: what is (not) included in the GDP is an important debate in itself

•

GDP is the total value of all goods and services provided in an economy

Most economists think of the process of production in terms of a
production function:

Y = f(K, L, A)
•

Y: total output
K: capital stock

L: labor
A: level of technology

Earlier approaches also included land as a factor of production
•

And some argue that energy should be part of the equation

•

More on this later
Claudius Gräbner-Radkowitsch
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The possibility of unlimited growth

Y = f(K, L, A)
•

What does it mean for Y to grow?
a) Use more capital (machines, resources, etc.)
b) Use more labor (people, working hours)
c) Use the same amount of capital and labor more productively (better
technology)

•

There are clear limits for (a) and (b)

•

But it is not immediately clear for (c)

•

In the end, whether there is a logical limit depends also on the functional
form of f( ⋅ ) → dictated by theory
Claudius Gräbner-Radkowitsch
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The possibility of unlimited growth
•

The by far most common functional form in economics is the Cobb-Douglas
Production function:

Y = A ⋅ Kα ⋅ Lβ
•

This form assumes that capital and labor are potential substitutes
•

α and β are often chosen according to their cost share in production

•

In this context, it is rather easy to think about unlimited growth

•

But: there is more and more evidence against this functional form
•

•

And if we consider resources being part of K, there are many ingredients that
cannot be substituted (such as phosphor)

This suggests thinking about the theoretical implications of different production
functions
Claudius Gräbner-Radkowitsch
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The possibility of unlimited growth
•

We may add energy as a third production factor:

Y = A ⋅ Kα ⋅ Lβ ⋅ Eχ
•

But this would mean there can be production by energy alone, or production
without energy

•

If the more intuitive form

Y = (KEK) ⋅ (LEL)
α

β

•

is chosen, it is clear that unlimited growth is feasible only if there is “free energy”,
which is inconsistent with basic physics

•

Thus, whether there can be unlimited growth is not a question of logic, but a
question of the production function chosen
•

The most common production function in economic theory is consistent with unlimited
growth, but it might not be plausible
Claudius Gräbner-Radkowitsch
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The possibility of unlimited growth
•

Then one could ignore the theoretical debate about production functions
and the feasibility for unlimited growth and look at the data

•

The strong correlation between
GDP and emissions questions
the practical feasibility of
unlimited growth

•

Global GHG emissions
Material footprint
Global GDP

But this is aggregated data,
what about single countries?

EEA (2021)
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The possibility of unlimited growth
•

Then one could ignore the theoretical debate about production functions
and the feasibility for unlimited growth and look at the data

•

This country-speci c data looks
more optimistic

•

But it is relative, yet what would
be needed is absolute
decoupling

•

There are many barriers to such
kind of decoupling, and it is
likely to require changes on the
supply as well as the demand
side

•

These implications are hardly
discussed so far

Roser (2021)
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Central take-aways from the second example
•

•

The debate about the relevance of growth is muddled
•

Advocates of growth stress that growth correlates strongly with many desirable
achievements

•

Critiques tend to argue that growth is incompatible with ecological sustainability
in the long run

We found that whether the second point is true depends…
•

…theoretically on the functional form of our production function

•

…empirically on the kind and scope of countries we look at

•

This is not explicit in many debates, where many talk past each other

•

It’s not about triangulating different theoretical starting points as in the rst
example, but rather to be more explicit w.r.t. assumptions and terminology
32
fi

Claudius Gräbner-Radkowitsch

A pluralist research
program
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The meta-level of scientific practice
All sciences are organised into different paradigms
•

These are groups of scholars who agree on the three meta-levels of research…

•

…and who coordinated on certain institutions, norms, and terminologies

Normal science: Concete
theories, models, applications

•

Paradigms improve ef ciency of
normal science

•

Incomensurability due to
incompatibilities on meta-levels

Methodology: How can we create
knowledge in practice?
Epistemology: How can one create
knowledge about the SUI in principle?

•

•

Practically often remain invisible since
meta-assumptions are not explicated

Same problem in the cases of
interdisciplinarity

Ontologie: What is the system under investigation?

Claudius Gräbner-Radkowitsch
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Abstraktionsgrad

•

Pluralist economics means to
explicate meta-assumptions and
triangulate different paradigms
34

The meta-level of scientific practice

Quelle: Jastrow (1899) via Wikimedia (Link)
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The agenda of pluralist economics
•

•

In fact, the research agenda of pluralist economics is threefold:
•

Study the status quo of economics: which paradigms exist, what is their
relationship, where are blind spots? → Sociological aspect

•

Develop tools and concepts of how one can triangulate different paradigms,
discuss challenges, and identify situations under which a plurality of paradigms
yields more reliable insights than a single one → Philosophical aspect

•

Study concrete phenomena using theories/methods/concepts from distinct
paradigms to create concrete insights → Substantial aspect

(II) and (III) probably most interesting for scholars from distinct disciplines
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Outlook
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Summary and conclusion
•

•

We discussed two fundamental controversies in economics that are relevant
for the eld of environmental and energy studies
•

Comparative economic development

•

The role of economic growth

Both topics are characterised by rather unconstructive debates between
fundamentally distinct paradigms
Both are, however, unlikely to be resolved by empirical evidence alone → theoryladdenness of observations

•

In both cases, a pluralist approach is promising
•

In the development case, allegedly rival views might be triangulated constructively
under a more general and consistent meta-theoretical frame

•

In the growth case the debate requires more explicitness w.r.t. to meta-theoretical
starting points and underlying assumptions on both sides
Claudius Gräbner-Radkowitsch
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Summary and conclusion

•

But such triangulation presupposes intellectual openness, curiosity and a
fallibilistic attitude, also with regard to very central assumptions

•

It requires a high degree of meta-theoretical explicitness

•

This is true no matter whether we wish to triangulate insights from distinct
paradigms or distinct disciplines

Dealing with different disciplines and paradigms comes with challenges…
•

…but allows for one of the most encouraging way of validating scienti c claims:

Coming closer to the truth by nding the intersection of
independent lines.
Claudius Gräbner-Radkowitsch
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•

Addressing complex challenges such as these often requires taking into
account different paradigms
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