
MPRA
Munich Personal RePEc Archive

The Activation Trap: A Hybrid Model of
Inactive Capital, Symbolic
Modernisation, And Low Equilibrium
Dynamics in Aid Dependent South

Muleta-Erena, Temesgen

21 April 2026

Online at https://mpra.ub.uni-muenchen.de/128800/
MPRA Paper No. 128800, posted 15 May 2026 15:31 UTC

http://mpra.ub.uni-muenchen.de/
https://mpra.ub.uni-muenchen.de/128800/


1 | P a g e  
 

The Activation Trap: A Hybrid Model of Inactive 

Capital, Symbolic Modernisation, And 

Low-Equilibrium Dynamics in Aid-Dependent South  

Temesgen Muleta-Erena (PhD) Economist, Sovereign Publisher, Epistemic Steward 

Affiliation: TC Press / The Codex Press, London 

Abstract 

This paper develops a hybrid theoretical model of low-activation economies, defined as 

systems where substantial human, physical, and institutional capital exists but remains 

underutilised. While low-activation individuals exist globally, the structural form of low 

activation is particularly pronounced in the Aid-Dependent South, where institutional 

incentives reward conformity, symbolic modernisation, and administrative loyalty rather than 

innovation. Building on Baran’s concept of potential surplus and his metaphor of 

underdeveloped economies living “in the shadow of the sun,” the paper integrates insights 

from Solow (1956), Romer (1990), Pritchett (2001), Acemoglu and Restrepo (2019), Easterly 

(2001, 2006), Sen (1999), and Bourdieu (1986). A replicator-dynamics game-theoretic model 

demonstrates how innovation is suppressed, conformity becomes evolutionarily stable, and 

economies become trapped below an activation threshold. The model explains persistent 

agrarian technological stagnation despite the presence of universities, graduates, digital tools, 

and global knowledge. The paper concludes by interpreting inactive capital as economic 

entropy and symbolic modernisation as a mechanism that stabilises low-activation equilibria. 
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1. Introduction 

Many economies across the world exhibit a puzzling developmental pattern: they possess 

universities, technical colleges, trained professionals, digital tools, and access to global 

knowledge, yet their productive structures remain strikingly unchanged. This paper 

introduces the concept of low-activation economies to describe this phenomenon. A 

low-activation economy is not defined by the absence of capital, but by the non-activation of 

capital. Human skills, physical tools, institutional structures, and technological possibilities 

exist, but they are not mobilised into productive transformation. Instead, they remain 

dormant—present but inert. 
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Low activation is not geographically confined. Individuals everywhere may choose 

low-activation strategies when incentives reward stability, conformity, or symbolic 

participation rather than innovation. What distinguishes the Aid-Dependent South, however, 

is the structural intensity of low activation. In these contexts, historical legacies, 

institutional incentives, and behavioural norms combine to produce a system in which 

conformity is rewarded, innovation is discouraged, and symbolic modernisation substitutes 

for structural transformation. The result is a persistent equilibrium in which the majority of 

the population remains in agrarian technological conditions that have changed little for 

centuries, despite the presence of modern institutions. 

This paradox has deep roots in development economics. Solow’s (1956) neoclassical model 

emphasised capital accumulation and exogenous technological progress, yet many economies 

have accumulated education and infrastructure without corresponding productivity gains. 

Romer’s (1990) endogenous growth theory highlighted the centrality of knowledge 

spillovers, but such spillovers require activation mechanisms—networks, incentives, and 

institutional support—that are often absent. Pritchett (2001) famously described this as the 

puzzle of “education without growth,” where schooling expands but economic transformation 

does not follow. 

Institutional economists have long argued that incentives shape development trajectories. 

Acemoglu, Johnson, and Robinson (2001) showed how institutional persistence can lock 

economies into low-productivity paths. Easterly (2001, 2006) critiqued aid-dependent 

systems for rewarding signals rather than outcomes, creating environments where symbolic 

achievements—prestige buildings, mega-projects, or administrative expansion—are 

amplified while structural stagnation persists. Sen (1999) reframed development as the 

expansion of capabilities, yet capabilities require activation; they do not automatically 

translate into agency or productivity. 

Paul Baran’s (1957) analysis remains particularly relevant. He argued that underdeveloped 

economies possess substantial potential surplus—latent productive capacity that remains 

unrealised due to institutional constraints. His metaphor of economies living “in the shadow 

of the sun” captures the essence of symbolic modernisation: the imitation of the visible forms 

of advanced societies without replicating their underlying productive structures. This paper 

extends Baran’s insight by formalising the gap between potential and actual surplus as a 

problem of activation, shaped by incentives and reinforced by evolutionary dynamics. 
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The central argument of this paper is that low-activation economies are sustained by a 

combination of micro-level behavioural incentives and macro-level institutional structures. 

Individuals face a strategic choice between innovation and conformity. When institutions 

reward conformity—through administrative stability, political loyalty, or symbolic 

participation—innovation becomes risky and unrewarded. Using a replicator-dynamics 

framework, the paper shows how conformity becomes evolutionarily stable and how 

economies become trapped below an activation threshold. 

The remainder of the paper develops this argument through a hybrid activation model, a 

game-theoretic analysis, and an examination of symbolic modernisation as a mechanism that 

stabilises low-equilibrium traps. 

2. Literature Review 

The concept of low-activation economies intersects with several major traditions in 

development economics, institutional theory, and sociological capital analysis. This section 

synthesises these strands to establish the intellectual foundations of the activation framework 

2.1 Classical and Neoclassical Foundations 

Solow’s (1956) neoclassical model remains the foundational reference point for 

understanding long-run growth. In Solow’s framework, output depends on capital 

accumulation, labour, and an exogenous rate of technological progress. While the model 

successfully explains convergence among advanced economies, it struggles to account for 

cases where capital and education accumulate without corresponding increases in 

productivity. This gap is central to the activation problem: capital may be present, but its 

activation rate is low. 

Mankiw, Romer, and Weil (1992) extended Solow’s model by incorporating human capital, 

yet even this augmented framework assumes that human capital is automatically productive. 

The empirical reality in many developing contexts contradicts this assumption. The activation 

model introduced in this paper addresses this by distinguishing between capital stock and 

capital activation, a distinction absent in neoclassical theory. 
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2.2 Endogenous Growth and Knowledge Spillovers 

Romer’s (1990) endogenous growth theory places knowledge, ideas, and innovation at the 

centre of long-run growth. Knowledge spillovers generate increasing returns, making 

innovation a self-reinforcing process. However, Romer’s model presupposes an institutional 

environment where innovators are rewarded and where knowledge circulates freely. 

In low-activation economies, these conditions do not hold. Knowledge may exist in 

universities, ministries, or donor-funded programmes, but it does not spill over into 

productive sectors. The activation model formalises this by showing how institutional 

incentives suppress innovation, preventing the endogenous growth mechanism from 

operating. 

2.3 Education Without Productivity: The Pritchett Paradox 

Pritchett’s (2001) question — “Where Has All the Education Gone?” — is directly relevant. 

He demonstrates that increases in schooling often fail to translate into economic growth. This 

paradox is not due to the irrelevance of education, but to the institutional environment in 

which education is embedded. When graduates enter administrative roles, symbolic positions, 

or low-activation bureaucracies, their skills remain unused. 

The activation framework interprets this as a conversion failure: human capital exists, but 

the system does not convert it into productive capability. 

 

2.4 Institutions, Incentives, and Development Traps 

Institutional economics provides a powerful lens for understanding activation failures. 

Acemoglu, Johnson, and Robinson (2001) argue that institutions shape incentives, and 

incentives shape development trajectories. Extractive or stagnant institutions reward loyalty, 

stability, and conformity rather than innovation. Acemoglu and Restrepo (2019) further show 
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that technology adoption depends on whether institutions encourage or discourage 

labour-replacing or labour-augmenting innovations. 

In low-activation economies, the institutional payoff structure favours administrative 

conformity. This aligns with the replicator-dynamics model developed later in the paper: 

conformity becomes evolutionarily stable because institutions reward it. 

2.5 Aid Dependency and Symbolic Modernisation 

Easterly (2001, 2006) critiques aid-dependent systems for rewarding signals rather than 

outcomes. Donors reward the appearance of progress — reports, frameworks, pilot projects, 

and visible infrastructure — rather than structural transformation. This creates incentives for 

governments to invest in symbolic modernisation: shiny buildings, mega-projects, and 

prestige initiatives that project modernity without altering the underlying productive 

structure. 

This literature directly supports the paper’s argument that symbolic signalling raises the 

payoff to conformity and suppresses innovation. 

2.6 Capabilities and Activation: Sen’s Contribution 

Sen’s (1999) capability approach reframes development as the expansion of human freedoms 

and opportunities. However, capabilities require activation: the ability to convert resources 

into meaningful action. In low-activation economies, individuals may possess education, 

tools, or knowledge, but lack the institutional environment to deploy them. The activation 

model operationalises this gap by linking capabilities to incentive structures. 

2.7 Baran’s Potential Surplus and the “Shadow of the Sun” 

Baran’s The Political Economy of Growth (1957) remains one of the most prescient analyses 

of underdevelopment. He distinguishes between potential surplus — the productive capacity 

that could be mobilised — and actual surplus, which is realised. Underdeveloped 
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economies, he argues, fail to convert potential into actual surplus due to institutional 

constraints and elite incentives. 

His metaphor of economies living “in the shadow of the sun” captures the essence of 

symbolic modernisation: the imitation of visible forms of development without underlying 

transformation. This paper extends Baran’s insight by formalising potential surplus as 

inactive capital and by modelling the mechanisms that prevent its activation. 

2.8 Bourdieu and the Non-Conversion of Cultural Capital 

Bourdieu’s (1986) theory of capital — embodied, objectified, and institutionalised — 

provides a sociological foundation for understanding activation failures. In many 

low-activation economies, institutionalised cultural capital (degrees, certificates, credentials) 

is abundant, but it is not converted into economic or social capital. This non-conversion is a 

form of activation failure, reinforcing the paper’s central argument. 

3. Hybrid Activation Model 

The hybrid activation model provides the analytical core of this paper. It formalises the 

distinction between capital stock and capital activation, integrates micro-level behavioural 

incentives with macro-level institutional structures, and explains why economies with 

substantial human and physical capital may nonetheless remain in low-productivity 

equilibria. The model draws on insights from neoclassical growth theory, endogenous 

growth, institutional economics, and Baran’s concept of potential surplus, but reframes them 

through the lens of activation. 

3.1 Capital Stock vs. Capital Activation 

Traditional growth models assume that capital, once accumulated, automatically contributes 

to output. The activation model challenges this assumption by introducing a distinction 

between: 
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• Capital stock — the total amount of human, physical, and institutional capital present 

in the economy. 

• Activated capital — the portion of capital that is actually mobilised into productive 

use. 

Let total capital be: 

𝐾 = 𝐾ℎ + 𝐾𝑝 + 𝐾𝑠 

where: 

• 𝐾ℎ= human capital (education, skills, knowledge) 

• 𝐾𝑝= physical capital (tools, machinery, infrastructure) 

• 𝐾𝑠= social and institutional capital (networks, norms, governance structures) 

The key insight is that not all capital contributes to output. Only the activated portion does. 

Define the activation rate: 

𝛼 ∈ [0,1] 

Activated capital: 

𝐾𝑎 = 𝛼𝐾 

Inactive capital: 

𝐾𝑖 = (1 − 𝛼)𝐾 

Inactive capital is the formal representation of Baran’s potential surplus — capital that 

exists but is not converted into productive output. 

3.2 Activation as a Function of Micro and Macro Incentives 

Activation is not a purely individual choice nor purely a structural constraint. It is a hybrid 

outcome shaped by: 

• Micro-level incentives 𝑀: personal motivations, risk preferences, expected payoffs, 

social norms, opportunity costs. 
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• System-level incentives 𝑆: institutional rewards, bureaucratic structures, political 

incentives, donor expectations, elite interests. 

Thus: 

𝛼 = 𝑔(𝑀, 𝑆) 

where: 

• 𝑔𝑀 > 0: stronger individual incentives increase activation 

• 𝑔𝑆 > 0: stronger institutional incentives increase activation 

This formulation captures the central argument: activation is endogenous to incentives. 

3.3 Output as a Function of Activated Capital 

Production depends not on total capital but on activated capital: 

𝑌 = 𝐴𝑓(𝐾𝑎, 𝐿) = 𝐴𝑓(𝛼𝐾, 𝐿) 

This modification has profound implications: 

• Economies may accumulate capital without increasing output. 

• Education may rise without productivity gains (Pritchett’s paradox). 

• Infrastructure may expand without industrialisation. 

• Institutional reforms may occur without behavioural change. 

The activation rate becomes the binding constraint on growth. 

3.4 Activation as a Conversion Technology 

The activation function can be interpreted as a conversion technology: 

𝐾 →
𝛼

𝐾𝑎 

This parallels Sen’s capability approach: resources must be converted into capabilities, and 

capabilities into functionings. In low-activation economies, the conversion process is 

inefficient due to: 
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• weak incentives for innovation 

• strong incentives for conformity 

• symbolic modernisation absorbing resources 

• institutional bottlenecks 

• elite interests blocking structural change 

Thus, activation failure is a conversion failure. 

3.5 Activation and Baran’s Potential Surplus 

Baran’s (1957) distinction between potential and actual surplus maps directly onto the 

activation model: 

• Potential surplus = 𝐾 

• Actual surplus = 𝛼𝐾 

• Wasted surplus = (1 − 𝛼)𝐾 

Baran argued that underdeveloped economies fail to mobilise their potential surplus due to 

institutional constraints. The activation model formalises this by showing how incentives 

determine 𝛼. 

3.6 Activation as an Entropic Process 

Inactive capital can be interpreted as economic entropy — energy that exists but cannot do 

work. Entropy increases when: 

• innovation is discouraged 

• conformity is rewarded 

• symbolic modernisation diverts resources 

• institutions suppress experimentation 

• knowledge fails to spill over 
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Thus, low-activation economies are high-entropy systems: they possess energy (capital) but 

lack the structural order to convert it into productive output. 

3.7 Activation and the Dual Economy 

Activation varies across sectors: 

• Urban administrative sectors often have high symbolic activation but low 

productive activation. 

• Rural sectors have low activation despite large potential surplus. 

• Donor-funded sectors have high symbolic activation but weak structural impact. 

This creates a dual economy: 

𝛼𝑢𝑟𝑏𝑎𝑛
𝑠𝑦𝑚𝑏𝑜𝑙𝑖𝑐

> 𝛼𝑟𝑢𝑟𝑎𝑙
𝑝𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑣𝑒

 

The symbolic centre overshadows the productive periphery — a direct extension of Baran’s 

“shadow of the sun.” 

3.8 Activation as a Precondition for Endogenous Growth 

Endogenous growth requires: 

• knowledge spillovers 

• innovation 

• experimentation 

• network effects 

All of these depend on activation. Without activation: 

• knowledge remains inert 

• innovation is suppressed 

• spillovers do not occur 

• growth becomes exogenous or stagnant 
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Thus, activation is the missing micro-foundation of endogenous growth in low-activation 

economies. 

4. Replicator Dynamics Model 

The replicator dynamics model provides the behavioural micro-foundation for the activation 

trap. It explains how individual strategic choices — whether to innovate or conform — 

evolve over time in response to institutional incentives. The model shows that low-activation 

economies are not simply the result of individual preferences or resource constraints, but the 

outcome of evolutionarily stable strategies shaped by payoff structures. When conformity is 

rewarded and innovation is penalised, conformity becomes self-reinforcing, and the economy 

becomes trapped in a low-activation equilibrium. 

4.1 Strategic Choices: Innovate or Conform 

Individuals in the economy face a binary strategic choice: 

• I (Innovate): adopt new technologies, experiment, take risks, deviate from 

established norms. 

• C (Conform): follow existing practices, prioritise stability, align with institutional 

expectations. 

Let: 

𝑥 ∈ [0,1] 

represent the proportion of innovators in the population. Thus: 

• 𝑥 = 0: full conformity 

• 𝑥 = 1: full innovation 

• 0 < 𝑥 < 1: mixed population 

The central question is: How does x evolve over time? 
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4.2 Payoff Structure 

Let: 

• 𝜋𝐼(𝑥)= payoff to innovation 

• 𝜋𝐶(𝑥)= payoff to conformity 

Payoffs depend on: 

• institutional incentives 

• symbolic modernisation 

• social norms 

• risk of punishment 

• probability of success 

• network effects 

• donor expectations 

• elite interests 

In low-activation economies: 

𝜋𝐶 > 𝜋𝐼 

because: 

• conformity is rewarded 

• innovation is risky 

• symbolic modernisation reduces perceived need for innovation 

• administrative roles offer stable income 

• innovators lack institutional support 

• deviation is socially costly 

Thus, innovators face a negative selection environment. 
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4.3 Replicator Equation 

The evolution of strategies follows the standard replicator dynamic: 

𝑥̇ = 𝑥(𝜋𝐼 − 𝜋̄) 

where: 

𝜋̄ = 𝑥𝜋𝐼 + (1 − 𝑥)𝜋𝐶  

is the average payoff in the population. 

Interpretation: 

• If 𝜋𝐼 > 𝜋̄, innovators grow. 

• If 𝜋𝐼 < 𝜋̄, innovators shrink. 

• If 𝜋𝐼 = 𝜋̄, the population is in equilibrium. 

In low-activation economies: 

𝜋𝐼 < 𝜋𝐶 ⇒ 𝜋𝐼 < 𝜋̄ ⇒ 𝑥̇ < 0 

Thus, the proportion of innovators declines over time. 

4.4 Innovation as a Positive Externality 

Innovation generates positive externalities: 

• knowledge spillovers 

• demonstration effects 

• role-model effects 

• network formation 

• productivity gains 

• institutional learning 

Thus, 𝜋𝐼increases with 𝑥: 

𝑑𝜋𝐼

𝑑𝑥
> 0 
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This creates strategic complementarity: innovation becomes more attractive as more people 

innovate. 

However, in low-activation economies, the initial value of 𝑥is too low for these externalities 

to take effect. 

4.5 Conformity as a Socially Reinforced Strategy 

Conformity also exhibits positive externalities: 

• social approval 

• reduced risk 

• alignment with symbolic modernisation 

• access to administrative networks 

• political safety 

Thus: 

𝑑𝜋𝐶

𝑑𝑥
< 0 

Conformity becomes less attractive as innovators increase — but only after a threshold is 

crossed. 

4.6 Evolutionarily Stable Strategy (ESS) 

An ESS is a strategy that, once established, cannot be invaded by an alternative strategy. 

In low-activation economies: 

𝜋𝐶 > 𝜋𝐼∀𝑥 < 𝑥∗ 

Thus, conformity is an ESS for all populations below the activation threshold 𝑥∗. 

This explains why: 

• innovation clusters fail to scale 
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• pilot projects do not diffuse 

• agricultural technologies remain unchanged 

• graduates avoid productive sectors 

• administrative roles absorb talent 

• symbolic modernisation dominates policy 

The ESS is not a cultural preference — it is a structural equilibrium. 

4.7 Institutional Payoff Manipulation 

Institutions can manipulate payoffs: 

• raising 𝜋𝐶through symbolic modernisation 

• lowering 𝜋𝐼through bureaucratic barriers 

• rewarding loyalty 

• punishing deviation 

• allocating resources to prestige projects 

• suppressing experimentation 

Thus, institutions actively shape the evolutionary landscape. 

This is why low-activation equilibria persist even when: 

• education increases 

• infrastructure expands 

• technology becomes available 

• global knowledge is accessible 

The payoff structure remains unchanged. 
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4.8 Replicator Dynamics and Baran’s Ruling Coalition 

Baran argued that ruling coalitions in underdeveloped economies benefit from stagnation. In 

replicator terms: 

• elites increase 𝜋𝐶by rewarding conformity 

• elites decrease 𝜋𝐼by suppressing innovation 

• symbolic modernisation raises the visibility of conformity 

• administrative expansion creates more conformist roles 

Thus, the ruling coalition engineers the ESS. 

4.9 Implications for Activation 

The replicator model shows that: 

• activation is not a resource problem 

• activation is not a knowledge problem 

• activation is not a cultural problem 

• activation is an incentive-driven evolutionary problem 

Low-activation economies remain trapped because innovators cannot reach the critical mass 

needed to shift the payoff structure. 

This leads directly to the next section: the Threshold Analysis, where we derive the 

activation tipping point 𝑥∗. 

5. Threshold Analysis 

The replicator dynamics model shows that innovation declines when the payoff to conformity 

exceeds the payoff to innovation. However, this alone does not explain why some economies 

remain trapped for decades while others escape. The key lies in the existence of a critical 

activation threshold, denoted 𝑥∗, which determines whether innovation can become 
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self-sustaining. This section derives the threshold formally, interprets its economic meaning, 

and explains how symbolic modernisation and institutional incentives shift the threshold in 

low-activation economies. 

5.1 The Existence of a Critical Mass 

Innovation generates positive externalities: 

• knowledge spillovers 

• demonstration effects 

• role-model effects 

• network formation 

• institutional learning 

• productivity gains 

These externalities imply that the payoff to innovation increases with the proportion of 

innovators: 

𝑑𝜋𝐼

𝑑𝑥
> 0 

However, when innovators are rare, these externalities are too weak to raise 𝜋𝐼above 𝜋𝐶. 

Thus, innovation is initially unprofitable. 

This creates a coordination problem: innovation becomes attractive only after enough 

people innovate. 

The threshold 𝑥∗is the minimum proportion of innovators required for innovation to become 

self-reinforcing. 

5.2 Deriving the Threshold 

The threshold occurs where innovators and conformists receive equal payoffs: 

𝜋𝐼(𝑥∗) = 𝜋𝐶(𝑥∗) 
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Below this point: 

𝜋𝐼 < 𝜋𝐶 ⇒ 𝑥̇ < 0 

Above this point: 

𝜋𝐼 > 𝜋𝐶 ⇒ 𝑥̇ > 0 

Thus, 𝑥∗is an unstable equilibrium: the population moves away from it in either direction. 

A simple linear payoff structure illustrates this: 

𝜋𝐼(𝑥) = 𝜋𝐼
(𝑙𝑜𝑤)

+ 𝑥(𝜋𝐼
(ℎ𝑖𝑔ℎ)

− 𝜋𝐼
(𝑙𝑜𝑤)

) 

𝜋𝐶(𝑥) = 𝜋𝐶
(ℎ𝑖𝑔ℎ)

− 𝑥(𝜋𝐶
(ℎ𝑖𝑔ℎ)

− 𝜋𝐶
(𝑙𝑜𝑤)

) 

Setting 𝜋𝐼(𝑥∗) = 𝜋𝐶(𝑥∗)yields: 

𝑥∗ =
𝜋𝐶

(ℎ𝑖𝑔ℎ)
− 𝜋𝐼

(𝑙𝑜𝑤)

(𝜋𝐼
(ℎ𝑖𝑔ℎ)

− 𝜋𝐼
(𝑙𝑜𝑤)

) + (𝜋𝐶
(ℎ𝑖𝑔ℎ)

− 𝜋𝐶
(𝑙𝑜𝑤)

)
 

Interpretation: 

• If 𝜋𝐶
(ℎ𝑖𝑔ℎ)

is large (conformity highly rewarded), 𝑥∗increases. 

• If 𝜋𝐼
(𝑙𝑜𝑤)

is small (innovation punished), 𝑥∗increases. 

• If 𝜋𝐼
(ℎ𝑖𝑔ℎ)

is large (innovation highly rewarded when common), 𝑥∗decreases. 

Thus, the threshold is endogenous to institutional incentives. 

5.3 Why Low-Activation Economies Cannot Reach the Threshold 

In low-activation economies: 

• conformity is rewarded 

• innovation is risky 

• symbolic modernisation reduces perceived need for innovation 

• administrative roles absorb talent 

• innovators lack networks 
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• rural sectors are isolated 

• elite interests suppress deviation 

These conditions imply: 

𝜋𝐶
(ℎ𝑖𝑔ℎ)

 is large 

𝜋𝐼
(𝑙𝑜𝑤)

 is small 

Thus: 

𝑥∗ is very high 

Meaning: 

• innovators must reach a very large proportion of the population 

• before innovation becomes self-reinforcing 

• which is extremely unlikely under existing incentives 

This explains why: 

• pilot projects fail to scale 

• agricultural innovations remain localised 

• digital tools are underused 

• graduates avoid productive sectors 

• innovation clusters collapse 

• symbolic modernisation dominates policy 

The system is not merely stagnant — it is locked. 

5.4 Symbolic Modernisation Raises the Threshold 

Symbolic modernisation shifts the threshold upward by: 

• increasing the payoff to conformity (𝜋𝐶
(ℎ𝑖𝑔ℎ)

) 

• decreasing the payoff to innovation (𝜋𝐼
(𝑙𝑜𝑤)

) 

• creating the illusion of progress 
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• reducing pressure for structural change 

• diverting resources from productive sectors 

• rewarding participation in prestige projects 

Thus: 

𝑥𝑠𝑦𝑚𝑏𝑜𝑙𝑖𝑐
∗ > 𝑥𝑏𝑎𝑠𝑒𝑙𝑖𝑛𝑒

∗  

This is one of the most important results of the model: 

Symbolic modernisation does not merely fail to activate capital — it actively increases 

the activation threshold, making structural transformation harder. 

5.5 Baran’s Potential Surplus and the Threshold 

Baran’s concept of potential surplus maps directly onto the threshold condition: 

• potential surplus = total capital 𝐾 

• actual surplus = activated capital 𝛼𝐾 

• wasted surplus = (1 − 𝛼)𝐾 

The threshold determines whether potential surplus can be mobilised: 

• If 𝑥 < 𝑥∗: potential surplus remains dormant 

• If 𝑥 > 𝑥∗: potential surplus becomes actual surplus 

Thus, Baran’s insight is formalised: 

Underdevelopment persists not because surplus is absent, but because the system 

cannot reach the activation threshold required to mobilise it. 

5.6 The Threshold as a Structural Barrier 

The threshold is not a psychological barrier or a cultural barrier. It is a structural barrier 

created by: 

• institutional incentives 
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• elite interests 

• symbolic modernisation 

• administrative absorption of talent 

• risk-averse social norms 

• lack of innovation networks 

• donor signalling requirements 

This structural barrier explains why: 

• even highly educated societies can stagnate 

• even technologically connected societies can remain agrarian 

• even resource-rich societies can fail to industrialise 

The threshold is the mathematical expression of the activation trap. 

. Figure 1. Activation Trap Threshold 𝑥∗ 

 



23 | P a g e  
 

The figure visualises the activation trap by showing how the payoff to conformity 

remains higher than the payoff to innovation when innovators are scarce. This 

reproduces Baran’s insight that potential surplus remains unrealised when institutions 

reward non-productive roles, and echoes Pritchett’s finding that education fails to 

convert into productivity under weak activation conditions. Symbolic modernisation 

further elevates the conformity payoff, shifting the threshold 𝑥∗upward and locking the 

economy into a low-activation equilibrium despite the presence of human and physical 

capital. 

 

6. Symbolic Modernisation and Narrative 

Amplification 

Symbolic modernisation refers to the strategic use of visible, high-prestige, or aesthetically 

modern artefacts to project an image of progress without corresponding structural 

transformation. It is a phenomenon widely observed in aid-dependent and low-activation 

economies, where institutional incentives reward the appearance of development rather than 

its substance. This section deepens the conceptual foundations of symbolic modernisation, 

links it to Baran’s analysis of potential surplus, and explains how narrative amplification 

stabilises low-activation equilibria. 

6.1 The Logic of Symbolic Modernisation 

Symbolic modernisation emerges when institutions prioritise signalling over activation. 

Instead of investing in the slow, uncertain, and politically risky process of structural 

transformation, governments and elites invest in: 

• shiny buildings in capital cities 

• mega-projects with high visual impact 

• ceremonial infrastructure 
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• administrative expansion 

• prestige events and international conferences 

• digital platforms that are rarely used 

• pilot projects that never scale 

These artefacts serve as signals to donors, domestic elites, and international audiences. They 

demonstrate alignment with global norms of modernity, even when underlying productive 

structures remain unchanged. 

This behaviour is rational within the incentive structure of low-activation economies. 

Symbolic achievements are low-risk, high-visibility, and often externally funded, whereas 

structural transformation is high-risk, low-visibility, and politically destabilising. 

6.2 Baran’s “Shadow of the Sun” and the Illusion of Progress 

Paul Baran’s metaphor of underdeveloped economies living “in the shadow of the sun” 

captures the essence of symbolic modernisation. Baran argued that these economies imitate 

the surface forms of advanced societies — skyscrapers, ministries, universities, and 

industrial zones — without replicating the productive foundations that make such forms 

meaningful. 

In Baran’s terms: 

• potential surplus exists 

• but it is not converted into actual surplus 

• because institutions prioritise symbolic reproduction over productive activation 

Symbolic modernisation is thus a mechanism that absorbs potential surplus into 

non-productive uses, reinforcing the activation trap. 
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6.3 Narrative Amplification: Media, Prestige, and the Rewarding 

of Signals 

Symbolic modernisation is sustained by narrative amplification, a process in which media, 

political elites, and donor institutions magnify the significance of symbolic achievements. 

Narrative amplification has several components: 

• Media exaggeration of small achievements 

• Donor reporting cycles that reward visible outputs 

• Political incentives to showcase modernity 

• Elite consumption patterns that favour prestige over productivity 

• Urban-centric narratives that obscure rural stagnation 

This amplification creates a distorted informational environment in which symbolic 

progress appears more significant than it is. As a result, the public, donors, and even 

policymakers may believe that transformation is occurring, even when activation remains 

low. 

6.4 Symbolic Modernisation as a Payoff-Shifting Mechanism 

Symbolic modernisation directly affects the payoff structure in the replicator-dynamics 

model. Let: 

• 𝜋𝐶= payoff to conformity 

• 𝜋𝐼= payoff to innovation 

Symbolic modernisation increases 𝜋𝐶 by: 

• rewarding loyalty to the symbolic narrative 

• creating administrative positions tied to prestige projects 

• offering social status for participation in symbolic activities 

• reducing the perceived need for innovation 

At the same time, it decreases 𝜋𝐼 by: 
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• making innovation appear unnecessary (“we are already modern”) 

• diverting resources away from productive experimentation 

• increasing the social and political risks of deviation 

• crowding out innovators from institutional spaces 

Thus: 

𝜋𝐶
(𝑠𝑦𝑚𝑏𝑜𝑙𝑖𝑐)

> 𝜋𝐶
(𝑏𝑎𝑠𝑒𝑙𝑖𝑛𝑒)

 

𝜋𝐼
(𝑠𝑦𝑚𝑏𝑜𝑙𝑖𝑐)

< 𝜋𝐼
(𝑏𝑎𝑠𝑒𝑙𝑖𝑛𝑒)

 

The activation threshold 𝑥∗rises, making it harder for innovators to reach critical mass. 

6.5 Urban Modernity vs. Rural Stagnation 

Symbolic modernisation is spatially uneven. It concentrates in capital cities, creating a dual 

economy: 

• Urban symbolic modernity: glass buildings, highways, conference centres, 

ministries 

• Rural technological stagnation: wooden ploughs, manual labour, low productivity 

This duality reinforces the illusion of progress. Urban elites experience modernity, while the 

majority of the population remains in low-activation conditions. The symbolic centre 

overshadows the productive periphery — another manifestation of Baran’s “shadow of the 

sun.” 

6.6 Symbolic Modernisation as a Stabiliser of Low-Activation 

Equilibria 

Symbolic modernisation stabilises low-activation equilibria through three mechanisms: 

1. Psychological stabilisation It creates a sense of progress, reducing pressure for 

structural change. 

2. Institutional stabilisation It rewards conformity, strengthening the payoff structure 

that suppresses innovation. 
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3. International stabilisation Donors interpret symbolic signals as evidence of 

development, sustaining aid flows and external legitimacy. 

Together, these mechanisms create a self-reinforcing loop: 

Symbolic Modernisation → Narrative Amplification → Increased Payoff to Conformity

→ Lower Activation → More Symbolic Modernisation 

This loop is a central component of the activation trap. 

7. Discussion 

The activation framework developed in this paper provides a unified explanation for a set of 

empirical puzzles that have long challenged development economics. Many economies 

accumulate education, infrastructure, and administrative capacity, yet remain technologically 

stagnant. Traditional models attribute this to capital shortages, weak institutions, or cultural 

constraints. The activation model reframes the problem: the issue is not the absence of 

capital, but the non-activation of capital. 

The replicator dynamics model shows that individuals face a strategic choice between 

innovation and conformity. In low-activation economies, institutional incentives 

overwhelmingly favour conformity. Administrative roles offer stability, prestige, and 

predictable income, while innovation is risky, under-rewarded, and often socially 

discouraged. As a result, conformity becomes an evolutionarily stable strategy, and 

innovation declines over time. This dynamic explains why pilot projects fail to scale, why 

agricultural technologies remain unchanged, and why graduates gravitate toward bureaucratic 

roles rather than productive sectors. 

The threshold analysis deepens this insight by demonstrating that innovation becomes 

self-sustaining only after a critical mass of innovators is reached. Below this threshold, the 

payoff to innovation remains lower than the payoff to conformity, and innovators are selected 

out of the population. This threshold is not fixed; it is shaped by institutional incentives. 

Symbolic modernisation — the pursuit of visible, prestige-driven projects that signal 

modernity without structural transformation — raises the payoff to conformity and lowers the 

payoff to innovation. As a result, the activation threshold 𝑥∗increases, making it even harder 

for innovators to reach critical mass. 
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This mechanism explains why economies with universities, ministries, digital tools, and 

donor-funded programmes can remain trapped in agrarian technological conditions. It also 

explains why education often fails to translate into productivity, echoing Pritchett’s paradox. 

Human capital exists, but it is not activated. Baran’s concept of potential surplus is similarly 

illuminated: economies possess latent productive capacity, but institutional incentives prevent 

its mobilisation. 

The activation model also clarifies the spatial duality observed in many developing contexts. 

Urban centres display symbolic modernity — glass buildings, highways, conference centres 

— while rural areas remain technologically stagnant. This duality is not accidental; it is a 

structural feature of symbolic modernisation. Urban elites experience modernity, reinforcing 

the illusion of progress, while the productive majority remains in low-activation conditions. 

Finally, the model highlights the political economy of the activation trap. Ruling coalitions 

benefit from symbolic modernisation, administrative expansion, and conformity. These 

incentives align with donor expectations, creating a stable equilibrium in which symbolic 

progress is rewarded and structural transformation is deferred. The activation trap is therefore 

not merely an economic phenomenon; it is a political and institutional equilibrium. 
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8. Conclusion 

This paper has developed a hybrid theoretical model to explain the persistence of 

low-activation economies — systems in which substantial human, physical, and institutional 

capital exists but remains underutilised. By integrating insights from Solow, Romer, Pritchett, 

Acemoglu, Easterly, Sen, Bourdieu, and especially Baran, the model reframes 

underdevelopment as a problem of activation, not accumulation. 

The central contribution of the paper is the formalisation of the activation trap. Through a 

replicator dynamics framework, the paper shows that innovation is unprofitable when rare, 

and conformity is rewarded when innovators are scarce. This creates a critical activation 

threshold 𝑥∗, below which innovation declines and the economy remains trapped. Symbolic 

modernisation — the pursuit of visible but non-productive forms of modernity — raises this 

threshold, making structural transformation even more difficult. 

The activation model explains several empirical puzzles: 

• why education often fails to generate productivity 

• why pilot projects do not scale 

• why technological adoption remains limited 

• why administrative sectors absorb talent 

• why symbolic progress substitutes for structural change 

• why rural stagnation persists despite urban modernity 

It also provides a formal expression of Baran’s potential surplus: inactive capital is economic 

entropy — energy that exists but cannot do work. 

The implications are profound. Escaping the activation trap requires more than accumulating 

capital or expanding education. It requires changing the payoff structure that governs 

individual behaviour. Innovation must become less risky, more rewarded, and institutionally 

supported. Conformity must become less profitable. Symbolic modernisation must be 

replaced by structural activation. 

This paper does not prescribe specific policy solutions; rather, it provides the conceptual and 

mathematical foundation for understanding why low-activation equilibria persist. Future 

research can build on this framework by exploring empirical measures of activation, 
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modelling sector-specific activation dynamics, and analysing how political coalitions shape 

the payoff structure. 

Ultimately, the activation model offers a new lens through which to understand development: 

not as a linear process of capital accumulation, but as a dynamic equilibrium shaped by 

incentives, institutions, and the evolutionary logic of strategic behaviour. 
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