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ABSTRACT

This paper relates the various controversies of economic
development to the limitations of the models underlying the
specialist judgements. The paper further relates the limita-
tions of these models to the limitations of the methodological
tools used and advocates a radical change in methodological
thinking for improving the practical utility of the analyses
of economic development.

1. INTRODUCTION

The public policies for economic development in the
developing countries over the past few decades have shown
mixed results. Although these policies have been based more
on the value judgements of the decision-makers than on the
analyses of the specialists, the appearance of mixed results has
led to controversial specialist views of the various problems
of economic development. The economic development debate
rages in many dimensions: There is a controversy about
ideology among the classical, revisionist, and the radical
schools!. There is a debate about the relative importance of
the social, economic, and political aspects of development?
There are conflicting views about industrialization and
whether it should emphasize import substitution or export?,
There is a lot of hair-splitting about what is an appropriate
technology for development®. There are numerous judge-
ments made about the relative importance of growth and
equity and the trade off between the two®. And last, but
not least, there is a continuing exchange of rhetoric between
the advocates of development assistance from the advanced
industrial countries and its critics who complain about the
alleged hegemony exercised through this assistance®.

Interestingly, the analyses behind the judgements generating
the various controversies do not violate accepted methodolo-
gical criteria, even though these analyses may entail many
special assumptions that divorce them from reality. Using the
analogy of Stafford Beer, each specialist views the world
through his special, colored, truth spectacles and sees as the
dominant characteristic the color of the world rather than
what is taking place in the world’. Thus, the absolute
merits of the various controversial views on the problems of
economic development are seriously in question.

2. THE CONTROVERSIAL MODELS

However, this much must be granted. The specialist judge-
ments on the problems of economic development are not
completely divorced from reality. These judgements are
usually based on the events arising out of the working of a
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human organization under specific conditions of its supporting
environment. However, a variety of events can be generated
by an organization depending on the condition of its environ-
ment. Thus, judgements based on events relating to a specific
set of environmental conditions may be highly phenomeno-
logical®. Indeed, the phenomenological nature of the
competing arguments in most controversies of economic
development can be easily demonstrated.

The most illusive of the controversies about economic develop-
ment concerns its ideology. Most theories of economic
development can be placed in a spectrum ranging between the
Marxist and the neo-classical thoughts®. The theories with
the Marxist bias postulate the existence of a dichotomy
between workers and owners of capital, with worker
compensation being determined at the discretion of the
capitalists!®.  The neo-classical theories are silent about
ownership and suggest that worker compensation depends on
the marginal revenue product of the workers'!. However,
when both sets of theories are viewed as phenomena arising
from the working of a single human organization, their points
of conflict vanish. Workers will have a poor wage-bargaining
position if they do not have any source of income other than
wages for labor, which will occur when the ownership of
capital is separated from the workers. Whereas, when workers
own a substantial part of the capital, no one will have a
distinctly superior bargaining power and consequently, it will
be necessary to divide the output according to the inputs to
production of those who contribute production factors. Thus,
ownership will not appear as an important issue’2. Interest-
ingly, the Marxist theories emerged in an environment where
the dichotomy between the capitalists and the workers was
already established and workers were in a poor wage-
bargaining position. The neo-classical theories, however,
appeared at the time of the industrial revolution, the main
actors of which were the artisan workers who were beginning
to assume the role of the capitalists. As these artisans were
largely self-employed, the ownership of capital was not widely
separated from labor, despite the various accounts of the
predicament of the early industrial worker which probably
relate to the period when the landless peasants were moving
into the industrial labor market, thus weakening the collective
bargaining position of the workers. Thus, any debate attemp-
ting to establish the superiority of either set of theories is
irrelevant as far as the functioning of the human organization
that leads to the phenomena underlying these theories is
concerned.

The debate about the relative importance of the social,
economic and political aspects of development is equally
ludicrous. A particular aspect will appear important if a signi-
ficant event occurs at the same time as a policy related to this
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aspect is implemented. Thus, GNP 1growth rate may appear to
be linked with mlhtary expenditure” °, or with the presence of
strong dictatorships'#, or with the mtroductnon of an export-
oriented policy of industrialization®, as long as the growth
of GNP is coterminous with the appearance of any one of the
above. The converse, however, is rarely established. It is quite
likely that military expenditure or an increase in the control
infrastructure of a regime are fueled by the growth in the
GNP, and not vice versa'®. Similarly, an increase in exports
might occur because of an increase in the demand for the
exported goods, without which, the export onented indus-
trialization policy would have little, if any, impact!7?

The subject of appropriate technology for economic develop-
ment never fails to invoke heated arguments in favor of the
less sophisticated and labor intensive technologies that should
be accessible to the poor, that should not create capltal
differentiation, and that should not “disrupt society™?
The question is whether a desirable social structure ex1sted
before any technology which would create capital differen-
tiation and disrupt society is considered. Moreover, if the
prevailing social conditions are not very desirable, which is
often the case when a need for development planning is felt,
is there any merit in favoring a technology that acquiesces in
these conditions, even when this technology is less efficient.
Perhaps it is more beneficial to find out what caused the
undesirable social conditions that need to be changed, and,
after having done that, to devise public policies for alleviating
these conditions. An efficient and highly sophisticated
technology introduced simultaneously with such policies
may facilitate change in a desirable direction. In the absence
of these policies, however, this technology may produce
undesirable results and an acquiescing technology may
accomplish nothing!®

The judgements about the trade-off between growth and
equity postulate a dichotomous relationship between the two,
although this postulate has been rejected by some2°.
Evidently, the dichotomy appears under some conditions and
vanishes under others. Consequently, it is far more important
to identify the conditions in which such a dichotomy might
appear and to design policies to alleviate these conditions
than to exercise value judgements about which should come
first??

Finally, the debate on foreign aid seems to be fueled more by
political and sentimental rhetoric than by logic??. First of
all, the controversy about the humane or hegemonous motives
of aid is of little value. Perhaps there will always be a political
or an economic motive for aid>3. A more important issue is
how this aid is spent by the recipients and how it affects their
social conditions and developmental goals®4. Unfortunately,
the political and sentimental a prioris also make it qune
difficult to analyse aid-related matters dispassionately?®

Although it can be said with reasonable confidence that
forcign aid will facilitate development if there are not
pressures in the sending and the recipient environments that
prevent aid from being channeled to welfare activities?®

To sum up, it is not difficult to establish that a large part of
the economic development debate is caused by comparing
models, mental as well as descriptive and mathematical, which
represent specific phenomena, and not the organizational
structure generating those phenomena. As a unique organiza-
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tional structure is capable of generating multiple phenomena
depending on the conditions prevailing, there does not seem to
be a substantive basis for the debate.

3. WHY CONTROVERSIAL MODELS ARE ACCEPTED?
The emergence of the phenomenological models in economic
development can hardly be attributed to a professional perver-
sity on the part of the specialists. All models, if they are to
be deemed legitimate, must measure up to the criteria of
validity prescribed by the practitioners in a field. But these
criteria depend on what is acceptable within the prevailing
methodological paradigm rather than on what can be
advantageously applied to problem solving??. Thus, irrespec-
tive of its absolute expository or problem solving ability, a
model may be professionally acceptable only if it does not
violate the criteria of legitimacy which have been agreed upon
in the profession?®. Consequently, conformity to these
criteria of legitimacy rather than usefulness must become the
supreme consideration in all modelling efforts if a communica-
tion is to be established with the current practitioners, unless,
of course, these criteria have created a great deal of profes-
sional dissatisfaction?®

Almost all prevailing methods of analysis, descriptive as well
as mathematical pay lip service to what is hailed as the
“scientific method”’. The scientific method demands tlhat
the deviation between thé conceptual abstractions and the real
world be minimized through repeated comparisons of the
empirical data with the deductions drawn from the abstracted
models concerning those data3®. However, in practice, the
criteria of correspondence between the models and the real
world are defined subjectively on the basis of what can be
conveniently achieved by using legitimized methods of
analysis®!. Interestingly, deviations from this criteria, even
if enlightening, are often condemned by the patriachs of the
legitimized methods32. Thus, it is necessary to examine the
prevailing criteria of methodological legitimacy in economic
development and what shaped them, if the professional
tendency to set up phenomenological models is to be under-
stood.

4. APPROPRIATENESS OF THE METHODS OF

ANALYSIS OF ECONOMIC DEVELOPMENT
Although the study of economic development appears to be
firmly grounded in the discipline of economics, prior to 1945,
the mainstream economists rarely sought information about
the workings of the under-developed economies or provided
any analyses related to economic development. Up to this
time, only anthropologists and social scientists, mainly using
statistical data, seem to have brought the problems of develop-
ment to the fore®3. Subsequently, perhaps from a comparison
of the data of the west and the east, the lack of industrializa-
tion was diagnosed as the basic problem of the developing
countries®®.  Thus, over the decades of 1950 and i960,
industrialization was pursued quite indiscriminately as the
standard recipe for economic development. It was after
several failures and over two decades that the element of
social change in the process of economic development came to
be recognised3®. But, except for a few cursory efforts, a
satisfactory framework for the analysis of this change has not
been evolved. However, the methods of analysis used have
become increasingly attached to formalism that is quite
restrictive’




This contrasts with the study of change in business manage-
ment organizations, which has emerged as an important area
for the application of behavioral science. The study of
organizational change in the management field relies greatly
on the general systems concept first proposed by von
Bertalanffy®7. Its models make a clear distinction between
the observed phenomena and the structure of the organiza-
tions generating those phenomena, although, the analytical
methods of behavioral science remain largely qualitative38.

The methodological capability to be able to deal effectively
with change in the field of business management and the lack
of this in the field of economic development, even though the
study of change is an important aspect of both, points towards
interesting differences in the outlooks on management of the
private and the public organizations. Management of private
organizations entails clear objectives and the expectation of
definite results®®.  Thus, the primary consideration for
acceptance of a methodological tool in the field of business
management is its practical utility and not its adherence to
the legitimized criteria of validity. This outlook has helped to
construct a methodological framework which is not over-
constrained by formalism and which can yet be made use of
in an innovative way to tackle the important problem of
change. Interestingly, the organizational theory forming the
foundation of the field of business management has its origins
in the Weberian models which originally were aimed at under-
standing and facilitating the management of public organiza-
tions. Due, however, to the practical emphasis in this field,
this fact does not seem to have prevented the adoption of
concegts of practical value that deviated from the Weberian
view*?,

On the other hand, the field of cconomic development appears
to have grown mainly from the intellectual curiosity of the
social scientists who were aiien to the social organizations that
were the subjects of their analyses*!. The grounding of this
field in the discipline of economics has also encouraged the
adoption of the symbolic formalism of economics. This has
not only limited the scope of its analyses, but has also
divorced them from the organizational framework?2,
Because the organizational framework is most useful for the
study of change, any models of economic development con-
structed outside this framework will not provide any useful
insights even though these models may incorporate the
formalism that qualifies them as valid in terms of the accepted
methodological practices*3. In fact, such models may usurp
center stage by legitimizing many phenomenological views of
a problem, and thus generating controversies that are irrelevant
to the issue of change which is the main concern of economic
development.

The increasing use of formalism in the models of economic
development, in turn, also seems to have discouraged the
adoption of an organizational framework for analysis. This is
not to say that modelling methods using such formalism
incorporate inappropriate criteria of validity. Indeed, these
methods advocate that a model, if it is to be a good one,
must always be observable, verifiable and canonical. However,
the formalism required in expressing the understanding (or
solution) of the models does not allow analysis of over-
complicated models. Thus, these methods are not suitable
for modelling relatively complex organizational systems,

whereas they can be easily applied to modelling the various

phenomena generated by an organisation*?.

More recently, complex computer models are increasingly
replacing the simplistic mathematical models in the analyses
of economic development. Unfortunately, most studies
involving such complex models set aside the basic premises of
the scientific method and, apart from observing a few
situalistic validation procedures that conform to the
legitimized views on validity but are otherwise irrelevant,
they make little effort to achieve a correspondence between
the models and the human organizations they attempt to
study*®. Such studies provide little, if any, understanding
of the process of change, and, thus are not of much value®®.

Interestingly, while the controversial models of economic
development have generated a heated debate, they have made
little, if any, contribution to the design of public policies
for development, which continues to be largely governed by
the value judgements of the policy makers and by political
considerations®”. It seems that, in spite of ongoing contro-
versial dialogue among the specialists in economic develop-
ment, there is little communication between the specialists
and the policy makers. This poor communication between
the specialists and policy makers can, at the outset, be
attributed to the controversial views of the specialists that
weaken confidence of their analyses. Communication is also
considerably restricted by the increasing use of the symbolic
formalism by the specialists that is not universally understood.

5. CONCLUSION

Economic Development is fundamentally a process of change.
As such, a clear understanding of the social organization that
is subjected to change, is necessary for obtaining any useful
insights into this process. Furthermore, the public manage-
ment aspect of economic development is of far .greater
importance than the satisfaction of the intellectual enquiries
of the specialists. Thus, the analyses of economic develop-
ment must strive to improve positively the efficacy of the
public policies instead of providing controversial views that
fuel more controversies. Even these controversial views are
poorly communicated to those responsible for making public
policies and implementing them. This calls for a serious
rethinking about the methodological framework to be used
for tackling the problems of economic development.

First of all, the analysis of the change which occurs as a result
of economic development must become the focus of all
enquiries on the subject. For this, it is important that a
distinction be made between the phenomena and the organiza-
tions generating these phenomena. This is necessary because
the events which occur cver the course of a change render
all phenomena non-durable, whereas, the structure of the
organization generating these phenomena may remain
relatively unchanged during the same period. This can be
accomplished by adopting the general systems framework
advocated in behavioral science.

Secondly, to avoid further proliferation of normative models
bearing little correspondence to the real world, great emphasis
must be placed on the establishing of empirical correspon-
dence between the models constructed and the real world.
However, the criteria for establishing this should be closely
related to the purpose of the model rather than being largely
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ritualistic. Thus, the process of validation of the models should
be conducted in the true spirit of the scientific method, even
though this process may not entail formalized procedures. 4

Thirdly, the symbolic formalism, which has greatly limited the
scope of modelling while ignoring the important issue of change,
needs to be discarded. The necessity of a clear understanding
of the behavior of the model must be emphasized as against
the ability to express understanding (or a solution) using formal
symbols. Computer simulation, if done intelligently, may lead
to an understanding of model behavior that is comparable to
the information contained in a formally-expressed solution,
although the models that can be analysed by computer sim-
ulation can contain far more detail and, thus, be much closer
to reality than those that can be solved by formal methods. *°
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