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The main thesis of this paper is that methodological discussion of economics 
should extend its focus to include not only theory-testing, as at present, but 
also theory-building, an important topic that is worthy of detailed discussion. 
In addition, the communication between the theory-building part of theorizing 
and the theory-testing part of it should also be paid greater attention. 
Furthermore, this paper also argues that theory-testing should be interpreted 
in the context of the structuralist rather than the associationist view. And, 
finally, an example of international trade theory development is provided to 
illustrate that, instead of being regarded as a deductive-nomological 
explanation, an economic explanation should be interpreted as a causal 
structuralist explanation.
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Ⅰ. Introduction: Regularist vs. Structuralist View on 
Economic Theorizing

Some prominent modern methodologists of economics argue either 
that economics is in crisis or that it is not a scientific discipline. In 
the former case, the most often cited reason is that economic theories 
do not produce refutable implications, and, for the latter case, that 
economic theories do not make better predictions over time.1) 
Although these two criticisms seem to differ, they have one common 
feature: They both judge the success of economics by referring to the 
results of testing conducted to examine the implications derived from 
economic theories. To single out this point is not to question the 
importance of theory-testing in the practice of economic theorizing. 
Instead, the concerns raised here are twofold: (1) is theory-testing 
indeed what theorizing is all about? and (2) how should 
theory-testing be interpreted and practiced?

The tendency of these methodologists to emphasize the decisive 
status of empirical test results reflects their common underlying 
subscription to a regularity view of natural laws. For these 
methodologists, natural laws are universal regularities. In their view, 
statements of universal regularities should express the associations 
among all relevant phenomena. If a law claim cannot fulfill this 
requirement, it should be discarded.2) This regularity view of natural 
laws is closely related to the Deductive-Nomological (D-N) model of 
scientific explanation.3) The D-N model requires that the explanandum 

 1) Prominent examples include Blaug (1992), Rosenberg (1992), and 
Ormerod (1994). Blaug’s and Rosenberg’s critiques on the current status 
of economics are discussed in Section II.

 2) For a critique on the regularity view of natural laws, refer to: Cartwright 
(1999), pp. 137-45.
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of a scientific explanation be an instance to be expected from the 
lawful regularity stated in the explanans. If the explanandum is an 
instance that cannot be derived from the law statement, the 
explanation in question is not qualified as a scientific explanation. 
Because the same type of argument can be applied to an economic 
theory that makes predictions, regularist economic methodology 
emphasizes the importance of empirical test results.

The main purpose of this paper is not to devalue the importance of 
empirical testing. Rather, its main purpose is to point out that 
empirical testing is not the endpoint of the overall procedure of 
economic theorizing; instead, testing is a part of the process of 
model-choice. Economic theorizing begins with economists’ 
considerations of the main features of a certain class of phenomena. 
These considerations are then formulated into theoretical models. 
Economic laws are derived from these models and are then used to 
explain the class of phenomena in question. The important point here 
is that economic laws are derivatives, and not fundamentals; 
therefore, they are not universal regularities but rather are regularities 
within the scope defined by the model. Empirical testing is called for 
only when the derived economic laws are to be used to explain a 
concrete phenomenon in the world. The concept of empirical testing 
used here, then, has a very different meaning from that used by the 
regularist methodologists.

For a regularist, when a prediction fails, it means that the universal 
regularity contained in the theory is not a true universal regularity. 
As a result, the regularist will continue to search for a different 
regularity that can cover the association that was missed by the false 
regularity. For regularists, empirical testing is used to test whether an 

 3) For the classic discussion of the D-N model of scientific explanation, 
refer to: Hempel (1965).
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economic theory contains a true universal regularity. According to our 
account, however, economists conduct empirical tests to determine 
whether their derived economic laws can be exported from the 
theoretical models to explain the concrete phenomenon. If the model 
fails this test, these economists conclude that the model fails to 
capture some structural features and thereby fails to produce the right 
kind of economic laws to explain the phenomenon in question. To 
obtain the correct economic laws, their task is to reconsider how to 
re-specify the environment of the model so as to generate the right 
kind of economic laws. Contrary to the regularists, who are 
associationists, these latter economic methodologists, because of their 
serious concern about the relationship between the economic law and 
the structure of the theoretical model, are what I shall call 
structuralists or, to be more specific, causal structuralists.4)

 4) A brief note should be made to distinguish my position of structuralism 
to another branch of structuralism in the philosophy of science. 
According to the positivistic received view of theorization, the relation 
between theory and the world is the so-called relation of theoretical 
representation. But, according to Chen (2011), what theory states or 
represents is not about the objects in the actual world but about objects 
in the theoretical models; and a theory is regarded as successful if its 
models can be connected to the world by some kind of isomorphism or 
some kind of congruent structural relation. This idea thus posits a 
three-part relation among theory, model, and the world. In addition to the 
aforementioned theoretical representational relation between theory and 
the actual world, the relation between theory and model is regarded as a 
relation of formal representation, it is called a formal representation 
because a class of formal models is used to represent the ontic structure 
of the world postulates in the theory. On the other hand, the relation 
between model and the world is regarded as a relation of causal narrative 
representation, because each model is used to tell a causal story of the 
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Ⅱ. The Regularist Critiques on Economic Theorizing

When Mark Blaug maintains that modern economics is facing a 
“crisis,” what does he mean?5) The crisis is that modern economics is 
reluctant to produce theories that yield refutable implications that can 
be compared with the facts. According to Blaug, one of the main 
reasons for this crisis is the prevalent application of ceteris paribus 
clauses in economic theorizing. Blaug argues that economists attach 
ceteris paribus conditions to their statements of economic laws or 

targeted phenomenon in the actual world. What is normally called 
scientific structuralism is a meta-theoretical approach proposed in the late 
1960s and throughout the 1970s by a group of philosophers such as 
Patrick Suppes, Frederick Suppe, Bas van Fraassen, Joseph D. Sneed, 
Wolfgang Stegmüller, Carlos U. Moulines, Wolfgang Balzer etc. This 
approach maintains that, instead of understanding the concrete 
phenomenon in itself in the actual world, we can better understand all 
aspects of the phenomenon by means of a formal framework which 
formulates all the aspects of the phenomenon in terms of theoretical 
constructs and their relations―be they set-theoretical concepts or 
mathematical relations. It may seem that this approach emphasizes the 
point of how we can comprehend and explain the actual world by 
referring to the relation between a theory and a set of models which 
constitute the main body of the theory. We may thus suppose that this 
approach only focuses on the discussion of the relation of formal 
representation. In addition to discussing the relation between a theory and 
its set of models, my “causal” structuralist approach also pays attention 
on discussing the connection between the set of models and the actual 
world―i.e., the causal narrative relation. For an overview of the formal 
scientific structuralism, refer to Balzer and Moulines (eds.) (1996), 
Bokulich and Bokulich (eds.) (2011). For my discussion of the three-part 
relation among theory, model, and the world, refer to Chen (2011).

 5) Blaug (1992), pp. 59-62, 237-43.
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general economic propositions as a methodological trick to immunize 
their theories from empirical testing. If a theory produces faulty 
predictions, the blame can be easily assigned to extraneous disturbing 
factors that are supposed to be held constant by the ceteris paribus 
conditions. Blaug maintains that unless these disturbing factors can be 
explicitly spelled out, the vague statements of economic laws will 
make it hard to test, and thereby uphold or falsify, economic theories 
that contain such laws.

Another attack on the lack of empirical content in economics 
follows a similar line of reasoning. Alexander Rosenberg argues that 
economics is not an empirical science because it cannot improve the 
predictive power of its theories over time.6) In Rosenberg’s 
explanation, ceteris paribus clauses also play the main role in 
limiting the predictive power of economic theories. For Rosenberg, 
ceteris paribus clauses are ineliminable as well as useful because 
they hold constant certain unquantifiable factors, such as human 
beliefs and desires. Ironically, however, these ineliminable and useful 
clauses become ineliminable burdens, preventing these theorists from 
improving the accuracy of their theories in the face of faulty 
predictions or explanations. What happens is this. Economists try to 
repair their theories by adding relevant variables from the list of 
disturbing factors, which are thought to be held constant in ceteris 
paribus conditions, to the antecedents of the statements of economic 
laws contained in their theories. These disturbing factors can be 
found, but the problem is that they are unquantifiable; as a result, 
they cannot be converted into the needed variables.

Rosenberg’s criticism seems to be stronger than Blaug’s. Blaug 
contends that economic theories might lay the foundation of a 
falsifiable discipline if the content of ceteris paribus conditions for 

 6) Rosenberg (1992), pp. 112-16.
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the statements of economic laws can be fully identified. In 
Rosenberg’s argument, economics cannot become an empirical science 
because the conversion of disturbing factors―which are held constant 
in ceteris paribus conditions―into identifiable variables is simply 
impossible in economic theorizing. The discussion of the differences 
between these two views could be continued, but our main concern 
here is that these comments on economics reflect a common view of 
natural laws―namely, that natural laws are universal regularities.

For Blaug, economic theories can become more falsifiable if we 
unpack the mysterious box of ceteris paribus clauses and then 
identify the disturbing factors inside. Blaug’s argument seems to 
contain an implicit presupposition: There is always a possibility that 
some economic law can be found that exhibits itself in the 
phenomenon of interest and includes a wider collection of 
associations among relevant factors. Suppose this law implies a 
narrower-scope law whose collection of associations of relevant 
factors is a subset of the collection from the wider-scope law. Then 
this wider-scope economic law can be used to show that the 
narrower-scope economic law is incomplete and fails to account for 
all the relevant associations among relevant factors. For Rosenberg, 
economic theories can be improved to become more comprehensive, 
thereby making better predictions or explanations. To do this, 
theorists must extract more relevant factors from ceteris paribus 
conditions and add them to the antecedents of the economic laws that 
underlie the theories. If the problem of converting disturbing factors 
into quantifiable variables can be resolved, according to Rosenberg it 
will be possible someday to construct a perfect economic theory 
containing the most comprehensive economic law, which will cover 
all economic phenomena and associations among them. Furthermore, 
this economic law will enable the economic theory generated from it 
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to produce perfect predictions and explanations.
Both Blaug’s wider-scope economic law and Rosenberg's most 

comprehensive economic law fall into the category of universal 
regularities known as the covering-all-narrower-scope-regularities type. 
These regularities are presumed to exist, to operate on their own to 
encompass the narrower-scope regularities, and to await discovery. 
This regularist world view, apparently held by both Rosenberg and 
Blaug, depicts the world as a structure possessing a hierarchy starting 
from the narrowest local regularity to the broadest universal 
regularity, with various middle-level regularities in between. The most 
characteristic idea of this world view is that the narrower regularities 
are normally regarded as instances derivable from the broader 
regularities. According to this world view, it is no wonder that a 
regularist methodologist would think that economists should, in 
economic theorizing, try to extend the scope of the regularity law as 
wide as possible by adding to the regularity law’s antecedent 
conditions increasing numbers of relevant factors that are released 
from the ceteris paribus condition and in this way to explain the 
phenomenon in question as an instance of the extended regularity 
law. As a result, a way regarded by the regularist as the only 
empirical way is motivated that establishes whether an economic 
theory, with respect to the phenomenon in question, is an adequate 
explanation: The success of an economic theory is determined by 
whether the theory can explain the phenomenon in question as an 
instance that is covered by the regularity law contained in the theory.

To test the coverage of the regularity law, the practice suggested 
most often by regularists is to test the implication that is derived, 
based on this regularity law, from the economic theory. The 
implication is compared to the facts to check whether it is consistent 
with them. Apparently, this methodology puts the entire burden of the 
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judgment of an economic theory on the success of the derived 
implications.

Admittedly, there is nothing wrong with the regularists’ concern 
about extending the antecedent condition of a regularity law by 
adding to it increasing numbers of relevant factors; nor is there 
anything wrong with their concern about whether the phenomenon in 
question can be explained as an instance of the regularity law. 
Neither should there be a complaint about their emphasizing the 
importance of empirical testing of implications derived from economic 
theories. Rather, the concern here is that, by focusing exclusively on 
the pattern of the associations expressed in the regularity law and on 
the validity of the implications derived from it, the regularist 
methodology ignores the causal structure.

The idea is this: Normally, what can be observed by economists 
from the data that describe the targeted phenomenon or from the 
phenomenon itself are the net results of the operations or interactions 
of various causal factors under a certain causal structure. If, as the 
regularists suggest, the economists’ job is to establish their theories 
by simply discovering the pattern of association between these causal 
factors, it is very likely (as is also pointed out by the regularists) that 
economists will repeatedly face the challenge that the regularity laws 
contained in their theories are often unable to explain or predict the 
targeted facts in the real world that these laws supposedly explain or 
predict. The main reason for this repeated failure is that there are 
always ignored disturbing factors that may intervene in the existing 
causal structure and destroy the supposedly stable association stated 
in the regularity laws. Thus, the regularists regard the theories’ 
repeated failure in explanation and prediction as a crisis in economics 
because so far no one economic theory can be shown to possess a 
regularity law that is genuinely broad enough to cover whatever 
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phenomenon is in question.
This pessimistic conclusion is, however, based on an unfounded 

presumption: that a good economic theory contains a true (or 
approximately-enough true), exceptionless regularity law that describes 
a general pattern of association that can be used to explain or predict 
any phenomenon in question―and that’s it, no more and no less. The 
question of how and from what source this regularity claim is derived 
does not bother the regularists because they take for granted the 
existence of the lawlike association between the relevant causal 
factors and the net results they produce. By taking this lawlike 
association as it is without asking where it comes from, this 
regularist presumption implicitly disregards the causal structure. The 
danger of this presumption is easily illustrated by the following 
classic example: the relationship between a barometer reading and the 
approach of stormy weather.

By ignoring the causal structure and focusing exclusively on the 
pattern of association that a falling barometer reading is always 
followed by a storm, the regularists are likely to conclude wrongly 
by saying that, ceteris paribus, a fall in the barometer reading always 
explains the incoming of a storm. Furthermore, if this strategy of 
making the explanation doesn’t change, even if the regularists later 
find out that an additional factor―a fall in the atmospheric pressure
―is always present whenever the barometer reading is falling, the 
regularists will likely make another mistaken conclusion: that, ceteris 
paribus, a fall in the barometer reading and a fall in the atmospheric 
pressure together always explain the occurrence of an incoming 
storm.

If, however, causal structuralist thinking is involved in making the 
causal statement, the situation can be improved. Despite the 
appearance of a strong correlation between, on the one hand, a fall in 
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the barometer reading and a fall in the atmospheric pressure, and, on 
the other hand, an incoming storm, the causal structuralists do not 
base their causal conclusions simply on the known association. 
Instead, causal structuralists usually hypothesize a complete causal 
structure that is supposed to capture the main features of the real 
causal structure and in turn is assumed to be responsible for 
producing the strong correlation among the factors.7)

 7) One anonymous referee points out that “regularists’ presumption that 
there are covering-all-narrower-scope regularities is no worse than the 
causal-structuralists’ presumption that there is a complete causal structure 
described by a theory. Both are strong presumptions, and personally I 
think the presumption of causation is stronger. That the causal structure 
in question is merely hypothesized is of no help here because regularists 
can claim the same for the universal regularity.” With respect to this 
point, it is admitted that the causal structuralists’ presumption is at least 
no less strong than the regularists’ and it is also admitted that mentioning 
that a causal structure is merely hypothetical is of no help in providing a 
better account for escaping the criticism of equally-strong presumption. 
But, the author would like to maintain that the main point here is not 
that whether the presumptions held by both camps are equally strong, it 
would rather be that what are the attitudes of both camps once they 
discover that the relevant regularity can no longer be used to explain the 
targeted phenomenon. For the regularists, the regularity failed in 
providing an adequate account of the targeted phenomenon would be 
immediately discarded; for the causal structuralists, however, the 
regularity may still be retained as long as it can be coupled with other 
new casual factors to constitute a new causal structure that can be used 
to explain the originally unexplainable phenomenon. It thus seems that 
the history of finding a new causal structure registers how theorists 
struggle to uncover the true explanation for the targeted phenomenon.
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Ⅲ. An Outline of the Causal Structuralist View of 
Theorizing

One question may arise: Why do we have to start with a 
hypothesized causal structure? Can’t we simply set up a causal model 
that mimics every detail of the real causal structure in question? The 
answer is, Yes, if we can. It’s common knowledge that it requires a 
great number―indeed, numerous―factors to enable the occurrence of 
a phenomenon. So if our aim is to make a complete explanation for 
a targeted phenomenon, it seems that we must explain it by using all 
the relevant factors. The regularists know that it is impossible to 
cover all relevant causal factors and thereby make an explanation 
complete, so they set aside the issue and instead argue that a good 
explanation should contain a regularity law that is broad enough to 
cover any targeted phenomenon as one of its instances. The causal 
structuralists, on the other hand, also know that it is impossible to 
exhaust all relevant causal factors, but, for them, discovering such a 
broad-scope regularity law is as difficult as discovering a full set of 
causal factors, so they depend on the idea of the hypothesized 
complete causal structure.

The idea is this: The causal structuralists do not know exactly how 
many causal factors are involved in producing a class of targeted 
phenomena, but they do know that some prominent causal factors 
may be assumed to be responsible for some of the main features of 
the targeted phenomenon. Based on this assumption, they further 
assume that there exists a hypothesized complete causal structure 
within which these selected prominent causal factors are arranged in 
a certain way and by which they interact to produce the targeted 
phenomenon.8) Now the problem is as follows: What is the exact 
way in which these selected causal factors are connected? Or to put 
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it another way, how do these selected causal factors interact? 
Initially, the causal structuralists use all possible information sources 
to generate a general idea of the hypothesized complete causal 
structure. This general idea of the hypothesized complete causal 
structure is what I shall call a theory. To ascertain whether their 
general causal theory is correct, the causal structuralists, by using 
selected causal factors, set up a causal model to depict a causal 
network expressing the interrelationship among the causal factors; 
their hope is that the causal network depicted in this causal model 
coincides with the hypothesized complete causal structure and 
produces the targeted phenomenon. To distinguish this causal network 
from a hypothesized complete causal structure, I call the causal 
network a hypothesized causal structure.

The hypothesized complete causal structure and the hypothesized 
causal structure share a common characteristic: Each is the kind of 
causal structure within which the causal mechanisms operate under 
the ceteris paribus condition. In a real complete causal structure―i.e., 
the causal structure including all relevant causal factors―the level of 
causal power of each factor is hard to ascertain because the 
interaction of numerous causal factors makes it impossible to measure 
the causal power. In both the hypothesized complete causal structure 
and the hypothesized causal structure, however, the contribution of 
each selected factor to the occurrence of the phenomenon can be 
identified directly from the proposed causal structure because it is 
assumed that only those selected causal factors are responsible for the 

 8) What needs to be specially noted here is: This complete causal structure 
is described as “hypothesized” in order to contrast it with a “real” 
complete causal structure, which is constituted of all relevant causal 
factors in the real world that are responsible for the occurrence of the 
targeted phenomenon.
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occurrence of the targeted phenomenon. Such an assumption amounts 
to a presumption that the disturbances contributed by other, 
unselected factors are negligible. In other words, the selected causal 
factors are supposed to interact within a disturbance-free―or, as 
Nancy Cartwright would put it, a “properly shielded”―environment.9) 
It is in this sense that the causal mechanisms within a hypothesized 
complete causal structure and within a hypothesized causal structure 
are said to operate under the ceteris paribus condition.

Within a disturbance-free hypothesized causal structure―i.e., a 
properly shielded causal model―each selected causal factor is said to 
have a distinctive causal power in that it interacts with other selected 
causal factors with its full causal power according to the path 
stipulated in the causal model. This distinctive causal power is 
labeled by Nancy Cartwright a capacity.10) What should be noted 
here is that the operation among these stable causal powers may, in 
each different causal arrangement, end up with a specific pattern of 
association, and this association can be compared against the targeted 
phenomenon to see whether the specific causal arrangement specified 
in the causal model has captured the main features of the real causal 
structure from which the targeted phenomenon is derived.

At this stage, it may seem that what the structuralists have 
obtained from their model―i.e., a pattern of association―sounds just 
like the regularity law that is required by the regularists, and the 
causal structuralist comparison between the result of the operation and 

 9) Cartwright developed the idea of causal structure as a well-shielded 
environment in a series of publications, to trace the development of the 
idea, refer to: Cartwright (1989a), pp. 13-25, 212-24; (1995a); (1995b); 
(1997a); (1997b); (1997c); (1999), pp. 49-74, 137-76.

10) For Cartwright’s discussion of the idea of capacity, refer to: Cartwright 
(1989a), pp. 141-82; (1989b); (1998).
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the targeted phenomenon is just like the empirical testing that the 
regularists emphasize. As a result, it may seem that there is no 
difference between these two approaches. This conclusion is, 
however, premature, because we still haven’t gone through the entire 
procedure of the causal structuralist strategy for establishing an 
adequate causal explanation.

Let’s tentatively set aside this query and complete the discussion of 
the causal structuralist approach. Yes, as with the regularists, if the 
result of the causal operation derived from the causal model is 
consistent with the targeted phenomenon, the causal structuralists 
conclude that the causal story described in the causal model is a 
correct description of the targeted phenomenon. If, however, the 
causal story explicated in the causal model fails to cover the main 
features of the phenomenon in question, the causal structuralists, 
unlike the regularists, do not abandon this causal model. Their motive 
stems from the conviction that the selected causal factors should exert 
their distinctive causal power in the existing causal model to produce 
the result that can be used to explain the targeted phenomenon. If it 
turns out that they fail to do that, the blame may fall not on the 
notion of the stable causal power but rather on the causal structure 
specified in the causal model. In other words, what should be revised 
is not the assumed stable causal capacities but the way these causal 
capacities are arranged.

Based on this belief, the causal structuralists may follow any of 
three paths, or any combination of the three, to revise the existing 
causal model: (1) introducing new causal factors into the existing 
structure, (2) excluding some existing causal factors from the existing 
structure, and (3) rearranging the causal paths of the selected causal 
factors in the existing structure. All of these remedial actions point to 
an attempt to recapture the structural features of the hypothesized 
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complete causal structure within which the targeted phenomenon is 
supposed to occur.

By, on the one hand, following these three remedial directions, and 
by, on the other hand, continuously referring to their original general 
causal theory and other reliable information sources, the causal 
structuralists keep searching for another causal structure by revising 
the original causal model until they generate one revised causal 
structure that can be used to produce the targeted phenomenon. An 
important characteristic in this entire process is that, in each trial of 
the search for the adequate causal structure, the causal structuralists’ 
main concern is whether the causal structure depicted in their causal 
model is a correct picture of the underlying hypothesized complete 
causal structure within which the targeted phenomenon occurs. Their 
concern is not, as would be that of the regularists, whether the 
regular pattern of association can be used to explain the targeted 
phenomenon as an instance. It is in this sense that the causal 
structure is said to be fundamental and the regularity law to be 
derivative. Throughout this paper, I use the term model-manipulation 
process I (MMP-I) to refer to the process of revising the existing 
causal model to search for a correct causal structure that will explain 
the targeted phenomenon. The practices conducted in MMP-I 
constitute what I shall call the theory-building stage.

Have economists finished their work when a correct causal model 
has been generated via MMP-I? No. Often, a new challenge arises 
when an attempt is made to use the causal model to explain a 
different concrete phenomenon. I say “often” because it is imaginable 
that, in most cases, the new concrete phenomenon is to be located in 
a new real causal structure that is somehow different from the causal 
structure depicted in the causal model generated from MMP-I. If this 
indeed happens, it triggers another round of searching for a correct 
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causal model.
Admittedly, the model specification practiced at this stage seems to 

resemble the model specification that economists have practiced in 
the theory-building stage. But one important fact distinguishes them 
from each other: In the theory-building stage, economists are 
concerned about establishing a plausible theoretical model that can be 
used to explain the main features of the phenomena that they have 
considered so far. In the current stage, which I shall call the 
theory-testing stage, economists are concerned about whether the 
theoretical causal model established in the theory-building stage can 
be used to explain the current phenomenon of interest.

To complete the job at the theory-testing stage, the normal 
suggestion is to check whether the result derived from the theoretical 
causal model, which is established in the theory-building stage, is 
consistent with the current phenomenon of interest. In actual practice, 
however, economists make a prediction based on the existing 
theoretical model to see whether it is consistent with the current 
phenomenon. In this case, the result derived from the existing 
theoretical model is called a prediction because, from the causal 
structuralist viewpoint, this implication of the theoretical model is 
thought to be exported outside the original causal structure to a new 
causal structure to be used to explain what happens there. It is in this 
sense that a theory―i.e., a general theory regarding a hypothesized 
complete causal structure―is said to be tested.

For the causal structuralists, the term “testing” is to be used under 
this special meaning to contrast it with the idea of model 
specification testing (or causal model testing), which is practiced by 
economists in the theory-building stage to discover a correct causal 
model to explain the phenomena of interest. The regularists, however, 
always conflate one idea with another. The danger of conflating these 



Szu-Ting Chen84

two notions of testing is a topic worth of being further discussed in 
another paper. Suffice it to say here that the causal structuralists’ 
vigilant awareness of the difference between model specification 
testing and prediction testing―an awareness motivated by their 
serious concern about causal structure―is the most important 
characteristic that distinguishes their methodological idea from the 
regularists’.

Normally, if model specification testing shows that the existing 
theoretical causal model fails to explain the main features of the 
phenomena that economists have been considering so far, the causal 
structure specified in the existing model must be re-specified and 
re-tested until a new model can be generated that succeeds in this 
aim. A similar thing happens when prediction testing fails under 
similar circumstances. This re-specification of the existing model 
launches another round of model-searching, although it is triggered by 
the prediction test rather than the model specification test. I shall call 
this second round of model-searching model-manipulation process II 
(MMP-II) to differentiate it from MMP-I in the theory-building stage.

I must point out a final important feature of the causal structuralist 
approach. So far, we have been discussing the ideas of 
theory-building, theory-testing, and model-manipulation, and it seems 
that these ideas are interrelated, but what is the exact relation 
between a theory and a model? Again, this topic is also worth of 
being developed in a new paper. Suffice it to say here that a theory 
is a general idea of a hypothesized complete causal structure within 
which a set of stable causal relations is assumed; a model is a 
hypothesized causal structure to be used to illustrate how these stable 
causal relations are generated from a specific arrangement of the 
selected causal factors.

The practice of theorizing, which starts with the theory-building 
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Figure 1: A Causal Structuralist Explanatory Scheme of Theorizing

stage, produces a theory whose content inevitably consists of two 
parts: the theoretical part and the empirical part. Correspondingly, the 
model of this theory is also divided into the same two parts. The aim 
of MMP-II is to try to reduce the theoretical part of a theory and to 
increase the empirical part by supplying additional empirical 
information―called "phenomenal content"―to the existing causal 
model to make it more realistic (or complete) to the extent that the 
revised causal model can be used to explain the concrete 
phenomenon of interest. It is in this sense that a model is said to 
function as a mediator to bring a theory into contact with the real 
world.11)

Figure 1 presents a general framework of the causal structuralist 
view of theorizing. This framework shows the interrelationship among 
the theory-building stage, the model-manipulation process stage, and 



Szu-Ting Chen86

the theory-testing stage.
Now let’s return to our example of the relationship among a fall in 

barometer reading (A), the approach of a storm (B), and a fall in 
atmospheric pressure (C). If we are causal structuralists, despite the 
high correlation between A and C, on the one hand, and B, on the 
other hand, it is unlikely that we will come to the regularist 
conclusion that, ceteris paribus, A and C together always contribute 
to the occurrence of B. Before we draw a causal conclusion, as 
causal structuralists we will first avail ourselves of information in 
addition to the association among the three factors―namely, we will 
search for the causal structure that associates them. We have no 
guarantee that our hypothesized initial causal structure will correctly 
represent the real causal structure, but in the process of generating 
increasingly accurate and realistic causal models, we have a greater 
chance of coming to the correct causal conclusion based on a causal 
model in which the fall in atmospheric pressure is the common cause 
of both the fall in barometer reading and the approach of a storm. 
One of the main purposes of this paper is to explain why this causal 
structuralist methodology has a better chance to obtain the correct 
causal conclusion.

People may then ask which approach―the regularist or the causal 
structuralist approach―has been adopted in the actual practice of 
economic theorizing. Contrary to the thinking of many modern 
methodologists of economics, it seems that economic theorizing 
follows the causal structuralist approach. The main reason is that the 
actual practice of economic theorizing has a distinctive 
characterization: It puts equal weight on both theory-building and 
theory-testing as is suggested by the causal structuralists. The 

11) For the idea of models as mediators, refer to: Morgan and Morrison 
(eds.) (1999).
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following section presents an example to illustrate this characterization 
of economic theorizing.

Ⅳ. Is an Economic Explanation a Deductive-Nomological 
Explanation?

To exemplify what I mean about the actual practice of economic 
theorizing, let’s briefly review an example of economic theorizing 
from neoclassical international economics.

The gist of this economic theorizing is as follows: When 
neoclassical economists analyze the problem of the occurrence of 
international trade, their first step is to posit the cause, but not the 
economic law, of international trade. Then they construct a theoretical 
model and supplement it with assumptions concerning boundary 
conditions for specifying the environment reflected in the model. 
Next, by using the posited cause and the specified theoretical model, 
they derive a theorem for the occurrence of international trade. Based 
on this theorem, they construct their theory of international trade.

Now let’s look at the content of this economic theorizing. The 
neoclassical economists think that we can trace the occurrence of 
international trade to the differing endowments of production-factors 
among various countries. These economists first isolate a number of 
phenomena from the theoretical environment: production-factor 
movement between countries, differing production technologies 
between countries, differing preferences between countries, 
factor-intensity reversal, an imperfect market structure, increasing 
returns to scale, and so on. Under the assumption of the absence of 
these phenomena from the theoretical environment, the differences 
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between the countries in their production-factor endowments constitute 
a condition of comparative advantage for each country, which then 
produces the goods that use more intensively this country’s more 
abundant factors. Furthermore, under this condition of comparative 
advantage, countries seek to improve their own welfare and therefore 
exchange with one another the goods they have produced; as a result, 
international trade occurs. Therefore, according to this neoclassical 
theory of international trade, a conclusion can be derived from the 
theoretical model. This theorem of international trade is as follows: A 
country has a comparative advantage in producing and exporting the 
goods that use more intensively the country’s more abundant factor.

Suppose that we are neoclassical economists and that we have been 
asked a question concerning the economic behavior of the United 
States in international trade: Comparing the United States with most 
of the other countries in the world, we know that the United States is 
relatively more abundant in capital than in labor. Does this mean that 
the United States exports a greater proportion of capital-intensive 
goods? As neoclassical economists, we would answer as follows: 
Given that the United States is a capital-abundant country and the 
proposition asserted in our theorem, the United States must export 
more capital-intensive goods in order to increase its level of welfare.

This neoclassical explanation, or prediction if you like, for the 
occurrence of international trade and for a specific country’s 
international trade behavior was not questioned until Wassily Leontief 
used an input-output table analysis to conduct an empirical 
investigation of the content of U. S. exports. Leontief found that, 
contrary to what had been generally thought, the United States was, 
in fact, exporting more labor-intensive goods.12)

This observation, called Leontief’s paradox, quickly prompted a 

12) For the original texts of the discussion, refer to: Leontief (1953, 1954).
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great many studies conducted by neoclassical economists. This 
research was aimed at understanding the reason for Leontief’s 
anomalous conclusion, but instead of abandoning their theories, these 
economists focused their efforts on attempts to reconcile this 
paradoxical conclusion with their theories. One example of such an 
attempt is the account of factor-intensity reversal.13) The general idea 
of this account is this: Factor-intensity is an idea used to express the 
proportion of various production-factors that are used to produce a 
certain commodity. If we assume that there are only two 
production-factors (capital and labor) and two commodities (steel and 
cloth) in the market, the factor-intensity for each commodity can be 
defined as (labor/capital)steel and (labor/capital)cloth. If (labor/capital)steel 
< (labor/capital)cloth, we say that steel is capital-intensive relative to 
cloth. In traditional neoclassical trade theory, the factor-intensity for a 
certain good is assumed to hold across all wage-rent ratios. This is 
the so-called strong factor-intensity assumption. This assumption aims 
to exclude a possible situation that when, say, the price of labor 
declines, the producers in the steel industry will substantially 
substitute the relatively cheaper labor for the relatively expensive 
capital to the extent that will convert the steel’s factor-intensity from 
capital-intensive to labor-intensive. The proponents of the 
factor-intensity reversal account found that the phenomenon of 
Leontief’s paradox was exactly what the strong factor-intensity 
assumption tried to exclude. So, by dropping this assumption and 
using the idea of factor-intensity reversal, they thought that they 
could explain away Leontief’s paradox.

Beginning in the late 1970s, a group of international economists, 
including the Nobel laureate Paul R. Krugman, proposed an 
alternative explanation, also under the neoclassical theoretical model, 

13) For the account of factor-intensity reversal, refer to: Minhas (1962, 1963).
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for the occurrence of international trade. In this so-called new 
international trade theory, economy of scale―i.e., increasing returns 
to scale―was posited as the cause of international trade. In 
traditional neoclassical theory, the different endowments between 
countries constitute the condition of comparative advantage and thus 
determine what a country should specialize in producing and 
exporting. In the new international trade theory, however, it is the 
inherent advantage of specialization―i.e., the inherent advantage of 
increasing returns to scale―that determines the different endowment 
of each country and so determines the content of its production and 
exports. The change brought by the new international trade theory to 
the neoclassical theoretical model is that the original assumption of 
perfect competition is replaced by the new assumption of 
monopolistic competition, due to which the inherent advantage of 
economy of scale will create an imperfect market structure. Although 
this new trade theory was not proposed specifically to resolve the 
problem of Leontief’s paradox, it can be used for that purpose.

This case reveals that, faced with anomalous facts, the neoclassical 
theory of international trade is forced to make revisions, such as the 
addition of the account of factor-intensity reversal or of increasing 
returns to scale, because of its faulty implications. This incident of 
economic theorizing, as practiced by neoclassical economists, 
illustrates how neoclassical theory is resistant to anomalous facts 
because its theoretical model, instead of being discarded, is preserved. 
It is this persistence in retaining a “refuted” theoretical structure 
while continuing to revise the theories derived from it that induces 
the frequent criticism that economists ignore the results of empirical 
testing and make ad hoc explanations for anomalous phenomena.

In the following, however, I argue that this criticism reflects a 
misconception of the methodology of the creation of economic 
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explanations. As a first step, let’s review the origin of the confusion, 
namely, the Deductive-Nomological (D-N) model of scientific 
explanation.

It can be argued that, in our example, when neoclassical 
economists are making the explanation for the U. S. behavior in 
international trade, they are in fact invoking the D-N model. This 
argument goes as follows: These economists use two things―the 
theorem of international trade as the economic law and the fact that 
the United States is a capital-abundant country as the initial condition
―to derive the conclusion that the United States is producing and 
exporting capital-intensive goods. Figure 2 shows the format of the 
D-N explanation in this case.

Figure 2: The Format of the D-N Explanation

By arguing in this way, these economists are to be regarded as 
regularists. The reason is that, viewed from this perspective, the 
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theorem of international trade is regarded as a regularity law that is 
used to illustrate that the U. S. behavior in international trade is an 
instance that is under its coverage. In other words, the fact of the U. 
S. behavior in international trade is expected to have occurred by 
virtue of the regularity law. This is also the key requirement for an 
explanation to become a scientific explanation as is stated in the D-N 
model.

Since the publication of Leontief’s work, the most frequent 
criticism made by the regularist methodologists of neoclassical 
economists’ theorizing practices is that neoclassical economists, 
instead of rejecting their “refuted” theory, hold fast to their original 
theoretical model after revising it. Admittedly, the regularist 
methodologists may agree that neoclassical economists can supply 
additional factors, such as factor-intensity reversal, to their 
explanatory account to make it more plausible, but regularist 
methodologists do not agree that this addition will make neoclassical 
economists' explanation complete. The key element required by the 
regularists is a regularity law that is genuinely broad enough to cover 
any phenomenon in question and not only an additional factor.

This line of regularist thought can be further developed by adding 
the ideas of model and causal factor. The idea is this: The regularists 
may revise their position by agreeing that each individual regularity 
law is derived from an economic model within which a number of 
causal factors interact with each other. But even if the regularist 
position is revised, it does not help to solve the problem because, in 
their eyes, neoclassical economists still do not go far enough to find 
out the most general economic model that covers or unifies every 
economic detail in the world and thus can be used to generate the 
genuinely universal regularity law that is broad enough to cover or 
unify any phenomenon in question.



Regularism or Structuralism? A Reconsideration of Methodological 
Discussion on Economic Theorizing

93

I am not prepared to argue whether scientists’ practice in making 
scientific explanations actually follows the way depicted in the D-N 
model―i.e., to make an explanation is to subsume the instance to be 
explained under a regularity law. Instead, I argue that the actual 
practice of making economic explanations does not follow this way; 
rather, it involves different procedures.

Let’s return to our example. The so-called traditional neoclassical 
international trade theory that we have been discussing is in fact a 
conglomerate of loosely related ideas dispersed in the trade theories 
provided by E. F. Heckscher in his 1919 paper and B. Ohlin in his 
1933 book discussing the occurrence of international trade.14) Their 
theories are further developed to become a general equilibrium system 
by P. A. Samuelson in a series of papers on the issue of equalization 
of production-factor prices published during 1948-1979.15) Thus, the 
now so-called Heckscher-Ohlin (H-O) international trade theory 
indeed should be called the international trade theory of the 
Heckscher-Ohlin-Samuelson (H-O-S) tradition. The H-O-S 
international trade theory is in fact a highly abstract theory in that it 
includes a great number of assumptions. Some of the most important 
assumptions are quoted in M. Chacholiades’s popular textbook and 
presented in Table 1.16)

14) For Heckscher’s and Ohlin’s classic discussions of the topic, refer to: 
Heckshcer (1949), Ohlin (1933).

15) For Samuelson’s contributions to the topic of factor price equalization, 
refer to: Samuelson (1948, 1949, 1953, 1967, 1971, 1979).

16) Chacholiades (1990), pp. 63-6.
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Table 1: The Basic Assumptions of the Heckscher-Ohlin Model

We list all these assumptions because we want to discuss the 
causal structuralist approach by starting with the role that assumption 
plays in this approach. Normally, in addition to the explicitly stated 
factors representing the theoretical causes of a certain phenomenon in 
question, some factors stated in assumptions―such as those 
mentioned in assumptions 2, 3, 4, 7, and 8 in Table 1―can also be 
regarded as the main potential factors contributing to the occurrence 
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of the phenomenon. But why are some factors impounded in 
assumptions and some others regarded as causes? The answer is 
directly related to my view regarding the distinction between a theory 
and its models.

A theory, as I stated in the preceding section, is a general idea 
about a hypothesized complete causal structure for a certain class of 
phenomena. In our example, the H-O-S theory conceives that there 
exists a complete causal structure that includes a number of causal 
factors, such as the endowment of production-factors, the level of 
production technology, the type of return to scale, the factor-intensity 
of a product, factor mobility, and consumer tastes. These six causal 
factors interact and follow the causal paths specified in the H-O-S 
theory to produce international trade. These six causal factors are 
assumed to be all the factors that are responsible for the occurrence 
of international trade; this is why I say that the H-O-S theory is a 
hypothesized complete causal structure.

People may find, however, that the Heckscher-Ohlin (H-O) theorem
―i.e., the theorem of international trade mentioned at the beginning 
of this section―asserts that the endowment of production-factor is the 
only causal factor that is responsible for the occurrence of 
international trade and not that these six causal factors together are 
the causes for international trade. With respect to this question, my 
answer is that what is asserted in the H-O theorem is exactly a result 
derived from the practice conducted by economists in 
model-manipulation process I (MMP-I), mentioned in section III and 
illustrated in Figure 1. To see the extent to which the endowment of 
production-factors can contribute to international trade, Heckscher and 
Ohlin isolated this causal factor from the influences of the other five 
factors and derived from their simple model the so-called 
Heckscher-Ohlin theorem, stating that a country has a comparative 
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advantage in producing and exporting the goods that use more 
intensively the country’s more endowed factor. So what is normally 
regarded as the H-O theorem should be regarded as the result derived 
from the H-O model (not the H-O theory), within which only one 
causal factor operates.

Why, then, did Heckscher and Ohlin perform a simplified version 
of model-manipulation with respect to their more complex theory? It 
might be that, during their time, the endowment of production-factor 
was regarded as the most important factor in determining each 
country’s behavior in international trade. The real reason should be 
obtained from historical research. But whatever their motivation, what 
Heckscher and Ohlin have done is a kind of model-manipulation that 
is conducted against the background of their hypothesized complete 
causal structure―i.e., their theory.

Another example of model-manipulation in MMP-I is the so-called 
new international economic model mentioned earlier in this section. 
For these new international economists, international trading of some 
products should be considered the result of the effect of increasing 
returns to scale. The most often cited example to explain this model 
is the aircraft industry. As is pointed out by P. Krugman, the initial 
selection of the location of the Boeing Company in Seattle, 
Washington, U. S. A., may have been an accident, but the point is 
the ensuing effect of this selection. This industry’s early establishment 
in Seattle (or the United States) enabled this city (or country) to gain 
the lead in manufacturing aircraft and thus to reach the economy of 
scale―i.e., the increasing returns to scale―earlier than any other city 
(or country). So the increasing returns to scale determine that Seattle 
(or the United States) exports airplanes to other cities (or countries). 
In this case, what Krugman did, also against the background of the 
hypothesized complete causal structure depicted in the H-O theory, 
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was to single out the type of return to scale as the only cause for 
determining the direction of international trade, impounding the other 
five factors in the assumptions.17)

Thus, it seems that, under the hypothesized complete causal 
structure provided by the H-O theory, we have two causal models 
that can be used to answer questions such as, What is the cause of 
international trade? and What determines the content of a country’s 
behavior in international trade―i.e., what determines the content of a 
country’s export and import? At this stage, another question may 
arise: Which one is the better causal model to answer these 
questions? A crucial point here is that no one causal model can be 
regarded as the correct model that can be used to answer these 
questions in all economic situations. An example illustrates this point.

If we are asked to explain the cause of international trade, which 
model should we select? Just as we think about the structure of the 
model from which we derive the economic law (such as the H-O 
theorem and Krugman’s conclusion), we must also think about the 
structure of the question itself; otherwise, we have no idea how to 
answer it. Consider the question, What is the cause of international 
trade? The problem with this question is that its range is too broad. 
We need to limit its range because if we do not, we may again be 
caught in the trap of regularist thinking. The question seems to ask 
for an ultimate cause of international trade, but it is obvious from 
common sense that there is no such fundamental cause. Therefore, 
instead of responding immediately to this regularist type of question, 
we should direct our questioner to revise the question to a more 
specific form.

Admittedly, there are various ways that this question can be 

17) For Krugman’s international trade theory of increasing returns to scale, 
refer to Krugman (1990, 2000).
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revised. For convenience, let’s take the revised form as, What is the 
cause of the international trade in X? This unknown X stands for a 
commodity, such as aircraft. Given these assumptions, we would 
think that the new international trade model is the right one to 
choose because the characterization of the aircraft industry is more 
pertinent to the features singled out by this model.

Now suppose that we replace the unknown X with stuffed animal 
toys. In that case, which model should we apply? At first glance, it 
may seem that both models are applicable. It seems to be true that 
the country exporting the greatest number of stuffed animal toys is 
China. The new international trade model may argue that China has 
the largest economy of scale in producing stuffed animal toys, so 
China has the advantage in exporting these products. But our 
structural rethinking suggests that this should not be the case. China’s 
advantage in producing and exporting the world’s largest number of 
stuffed animal toys comes from its advantage of having the world’s 
largest pool of lower-cost labor. In this case, the main feature of the 
phenomenon in question is not increasing returns to scale but rather 
the abundance in labor. This feature is therefore more pertinent to the 
traditional production-factor-abundance model―i.e., the H-O model.

This example illustrates that no one causal model can be used to 
explain an economic question in different economic situations. So 
there is no reason to expect that there is one genuinely general causal 
law that can be derived from a genuinely general economic model 
that in turn covers every economic detail in the world. Regularity, 
however, can enter into this picture as long as the same causal model 
can be used repeatedly to answer the same type of question in the 
same kind of economic situation. For example, when the H-O model 
can be repeatedly used to identify the cause for exporting cloth, 
athletic shoes, or any other labor-intensive goods for a number of 



Regularism or Structuralism? A Reconsideration of Methodological 
Discussion on Economic Theorizing

99

labor-abundant countries, then the H-O theorem derived from the H-O 
model can be regarded as a regularity law that can be used to 
explain the export of labor-intensive goods from these labor-abundant 
countries.

But note that this regularity law―i.e., the H-O theorem―is to be 
regarded, at this stage, as a regularity law only within a very limited 
domain, namely, only within this group of labor-abundant countries 
producing labor-intensive goods. As to the question of whether the 
applicability of the H-O theorem can be extended to explain the 
export of capital-intensive goods from a group of capital-abundant 
countries, the same examining procedure must still be conducted in 
this individual case. This examining procedure is an example of what 
I call model-specification test in section III and in Figure 1.18)

18) An interesting question is pointed out by one anonymous referee: is the 
causal structuralist approach complementary to or substitutive for the 
regularist approach? In order to answer this question, let us refer to what 
Cartwright says about “what a causal structure is”:“[A causal structure is] 
a fixed (enough) arrangement of components with stable (enough) 
capacities that can give rise to the kind of regular behavior that we 
describe in our scientific laws” (Cartwright 1997a). According to 
Cartwright’s definition of a causal structure, we can suppose that a causal 
structure is used to generate a regularity that is registered in a scientific 
law. It may thus seem that the work of discovering a right causal 
structure is the main mission for the causal structuralist approach and the 
content of the work is mainly constituted by a class of works on 
model-specification. On the other hand, the work of the model-testing is 
the main job that should be conducted by regularists to check whether 
the derived causal law can be used to provide a causal story for the 
targeted phenomenon. It is by this division of labor that we can say that 
the causal structuralist and the regularist approaches should be regarded 
as two components of a complete methodology that each can be used to 
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A more interesting point arises when we find that our selected 
model cannot explain a bizarre instance. Again, our example is the 
paradoxical result obtained in Leontief’s testing. The result shows 
that, contrary to what is stated in the economic law derived from the 
factor-abundance model, the United States exports more 
labor-intensive goods than capital-intensive goods even though the 
United States is generally considered to be a capital-abundant 
country. As mentioned earlier, this paradoxical test result has been 
followed by a great deal of research to account for the origin of this 
problem. For our discussion we select one of them: the account of 
factor-intensity reversal.

Before we move on to discuss factor-intensity reversal, however, 
let’s briefly consider a point regarding Leontief’s testing. What 
Leontief tests is the general proposition derived from the traditional 
theoretical model: To increase its welfare, a country should produce 
and export the goods that use more intensively the country’s more 
abundant production-factor. The instrument that Leontief uses to 
conduct his testing is the content of U. S. export. It is this practice 
that we are concerned about. Instead of being conceived as a test for 
a regularity law, this practice should be considered as a test for 
whether the abstract structural law―i.e., the H-O theorem―generated 
from our theoretical model―i.e., the H-O model―can be exported 
from this model to be used in explaining a concrete case―i.e., the 
case of the U. S. behavior in international trade. In addition, 
Leontief’s input-output analysis should be considered, according to 
the causal structuralist explanatory scheme presented in Figure 1, as 
an empirical model that is formulated according to the content of the 
theoretical model to be tested and is used to do the test. In the 

conduct model-specification and model-testing respectively so that a 
justificatory economic theory can stand out.
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overall picture of our explanatory scheme, Leontief’s practice 
constitutes a model-manipulation phase that stands at the midpoint 
between theory-building and theory-testing.

Let’s now return to the account of factor-intensity reversal. If the 
reversal situation occurs, it must be that the U. S. abundance in 
capital acts as a cause having dual capacities to produce two effects: 
One effect, as is stated in the economic law derived from the 
traditional theoretical model―i.e., the H-O model―is to constitute a 
condition of comparative advantage in producing capital-intensive 
goods, an advantage that enables the United States to promote its 
greater welfare by producing and exporting these goods. The second 
effect is to induce producers to use more of the country's relatively 
cheaper production-factor―i.e., labor―in their production and thus to 
trigger a reversal. This means that the producer’s substitution of the 
cheaper production-factor results in a change in the production-factor 
proportion ratios of commodities, and that change acts as a 
countervailing factor, offsetting the positive capacity of the country’s 
abundance in capital. This phenomenon thereby converts the 
previously capital-intensive goods into labor-intensive goods, and the 
United States becomes a country that exports labor-intensive goods. 
So the phenomenon of Leontief’s paradox can be explained as 
nothing less than a net result of two countervailing effects under a 
specific causal structure.

Whether this explanation is successful is not the issue for our 
purpose. Our point is that when economists can supply this type of 
explanation to account for a problem, it proves that they are not 
regularists. The reason is that these economists are not concerned 
with the question of whether their derived causal law has been 
refuted by an anomalous instance; rather, the issue is how the 
anomaly is generated, which is a structural problem and not a 
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regularity problem. Therefore, to explain the anomaly, economists 
think that they must reconsider the structure of their theoretical 
model, and then they will find the answer. In our example, the main 
feature of the revised model is that the assumption of strong 
factor-intensity is removed, and the factor released from this 
assumption is taken into consideration as an additional causal factor 
in combination with other existing causal factors to serve as a set of 
operating factors being used to derive a new economic law. This 
example illustrates a truth: that the history of finding a new causal 
structure to produce a new economic law is not a description of 
making an ad hoc explanation or providing an immunizing strategy 
for the refuted theoretical model. Rather, it is a history that records 
how economists struggle to uncover the true explanation for the 
phenomenon of interest.

What is the relevance of this account to the overall picture of our 
explanatory scheme? As shown in Figure 1, this account asserts that 
a mechanism of information exchange, which stands at the midpoint 
between the selected theoretical model and its corresponding empirical 
model, is active. When economists gain information from the 
theory-testing part―information that there is a problem with their 
theory being exported from the domain specified by the theoretical 
model to explain the concrete instance (in our example, the 
phenomenon of Leontief’s paradox)―they then return to the 
theory-building phase to reconsider the hypothesized complete causal 
structure depicted by the H-O-S theory and the origin of the problem 
in the theoretical model, and then to discover which part of the 
model needs to be revised. In this description, the information acts as 
feedback to the theory-building part, telling economists how and 
when to restructure the theoretical model in order to produce the law 
that can be used to explain the anomaly in question. The practice of 
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economists’ theorizing described earlier constitutes another portion of 
the model-manipulation part of the process. This portion contains 
manipulation of the theoretical model’s restructuring―i.e., the second 
round of MMP-I. Information exchange continues over time as long 
as there are communications between the theory-building part and the 
theory-testing part via the model-manipulation process.

My presentation illustrates that this strategy can provide a tool that 
can be applied to reduce the possibility of choosing an untenable 
model. Even if, for any reason, the model we choose is not well 
equipped to explain a concrete phenomenon, we can use the 
mechanism of information exchange, a practice of 
model-manipulation, to fine-tune our selected theoretical model. In 
this fine-tuning, we change the arrangement of the causal factors in 
the model and then use this new theoretical model to see whether it 
can generate the phenomenon in question. If it can, then we can 
apply the conclusion derived from the new model as an economic 
law to explain the previously unexplainable phenomenon.

In general, a new theoretical model that is revised or modified 
with respect to the points where the old theoretical model fails is 
more concrete (or less abstract) than the old theoretical model, 
because the new model will contain more concerns about the 
structural features of the targeted phenomenon―i.e., more phenomenal 
contents―than the old one. The main purpose of our entire searching 
procedure is to try to find out the relatively most complete model 
that can be used to explain the targeted phenomenon.

Ⅴ. Conclusion

This completes the analysis of the overall structure of my explanatory 
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scheme. The schematic picture of this structure, illustrated in Figure 
1, contains three main sections: a theory-building part, a 
model-manipulation part, and a theory-testing part. The 
theory-building part involves activities such as determining the causal 
factors to be included in the theoretical model, setting up the causal 
structure of the theoretical model, running the theoretical model and 
deriving conclusions (which we count as economic laws), and 
formulating an explanation for the targeted phenomenon in the 
theoretical model. When economists engage in theory-building, they 
are in fact manipulating their theoretical models, and this constitutes 
a portion of the model-manipulation part. After establishing their 
theoretical account of the targeted phenomenon, economists may then 
attempt to apply this account to explain a new concrete phenomenon 
in the world. They first apply this crude model directly to explain 
this new concrete phenomenon. If it works, then it goes. Otherwise, 
an empirical model, based on the content of the theoretical model, is 
set up and run to test the exportability of the theory to see whether it 
can really be brought out of the environment specified in the 
theoretical model. This empirical testing of the exportability of a 
theory constitutes another task in the model-manipulation part. This 
time, the model being manipulated is the empirical model. If this 
empirical model does not pass the test, then the information gained 
from the failure acts as feedback to the theory-building part. When 
the theoretical economists receive the message, they conduct a second 
round of theory-building to discover the correct causal structure that 
will produce the right economic law to explain the anomalous 
phenomenon. Again, this task involves model-manipulation; this time, 
the model being manipulated is the theoretical model. The entire 
procedure is repeated continuously over time because the information 
exchange mechanism is always at work between theory-building and 
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theory-testing.
This paper calls for an adjustment in the focus of methodological 

discussion in economics. As argued in this paper, an exclusive 
methodological focus on the issues of theory-testing is insufficient. If 
regularist methodologists were to step back and view the entire 
structure of economic theorizing, they would discover how myopic it 
is to focus too narrowly on only one aspect of the process.
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규칙주의 혹은 구조주의? 경제학의 이론화 

작업에 대한 방법론적 논의 재검토

첸 슈

이 논문의 핵심 주제는 경제학의 방법론적 논의가 현재처럼 이론 검증

만이 아니라 이론 만들기도 포함하는 방식으로 초점을 확장해야 한다

는 것이다. 이론 만들기는 상세하게 논의할 가치가 있는 중요한 주제

이다. 이에 더해 이론화 작업에서 이론 검증 부분과 이론 만들기 부분 

사이의 상호소통에도 좀 더 많은 관심을 기울어야 한다는 점도 지적된

다. 또한 이 논문은 이론 검증이 연합주의가 아닌 구조주의적 맥락에

서 해석되어야 한다고 주장한다. 마지막으로 이 논문은 국제통상이론 

발전 과정을 사례로 들어 경제학의 설명은 연역-법칙 설명이 아니라 

인과 구조적 설명으로 해석되어야 한다고 주장한다.

주요어: 규칙성, 연역-법칙 설명, 인과 구조, 국제 통상 이론, 모형 

다루기, 경제학 법칙


