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Critical Realist Methodology Guiding

Theory Development: The Case of the

Norwegian Second Home Ownership

Paradox

Rasmus Steffansen

Norwegian University of Life Sciences, Norway

Informed by a critical realist approach, this article criticizes the dearth of
research on the question of the need for capital that prospective owners of
modern Norwegian second homes are faced with. The main method used

for theorizing capital need is the model for an applied explanatory science pro-
posed by Bhaskar, the RRREIC schema, which helps us understand the necess-
ary components of a second home transaction. This leads to an in-depth
analysis of this phenomenon and specifically traces the mechanisms related

to and activated by obtaining a bank loan. Through this a paradox arises
and doubt is cast on the sustainability of a loan-based second home owner-
ship. Besides uncovering this paradox, the article concludes that a research

approach such as the RRREIC schema can provide expanded understanding
of the mechanisms involved in Norwegian second home ownership.

keywords critical realism, housing debt, RRREIC, second home paradox,

second homes

Introduction

The amount of capital needed for ownership of Norwegian second homes has
increased rapidly over the last three decades. There are two main reasons for this:
first, an increase in the quality of homes; and, second, a general inflation of
second home prices. For rural municipalities in decline and for developers, increased
prices and the concomitant increase in taxes and turnover are naturally of interest.
Many studies have investigated the potential economic gains from second home
developments.1 However, the increased need for capital makes it difficult for some

1 See e.g. Ericsson et al. 2010 for an overview.
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Norwegians to gain access to second homes. Having a second home is deeply rooted
in Norwegian traditions. Yet the increased need for capital faced by prospective
owners has been understudied. The aim of this article is therefore to make a theor-
etical contribution, supported by some empirical material, to the question of the
need for capital in order to nuance the debate on Norwegian second home owner-
ship and sustainability. Theorization of the issues is pursued within the framework
of the critical realist RRREIC2 schema.
Although the problems of financing second home ownership have not been much

researched, many studies have investigated the socio-economic background of
second home owners and users. Not surprisingly, there is a clear positive effect of
higher income and education on the likelihood of owning or using a second home
in Norway.3 75 per cent of households that earn more than 1.5 m NOK own or
have access to a second home, while for households that earn less than 200,000
NOK a year the comparable figure is only 22 per cent.4 Yet the use of second
homes in Norway is considerably more egalitarian than in other countries such as
the United Kingdom, because a high proportion of all income and educational
groups have access to second homes.5 As such, it has been argued that the Nordic
second home phenomenon is an integral part of the social democratic welfare
model.6

Norwegian researchers have also generated statistical analyses of several large
second home municipalities and regions. Here analysis is focused on the use poten-
tials of second homes (as an indicator of economic growth potential) based on a
range of characteristics of second homes. Second home standards as well as ame-
nities of second home areas such as service, recreation and shopping facilities
have been focused on.7 While the purpose of these investigations is often to
provide municipalities with knowledge about causes for local turnover, little atten-
tion seems to have been paid to the fact that higher income groups have more
expensive second homes and use them more.8 Higher income groups thus also gen-
erate the highest potential turnover, even though spending while staying might not
be related to household income. Conclusions on which factors contribute to high
use of second homes (and therefore also higher spending in the second home muni-
cipalities) mostly relate to motives for ownership, second home standards, infra-
structure, and closeness to primary dwelling and service facilities, while neglecting
the importance of household income.
These studies consequently focus on only one factor, that of motives (or prefer-

ence). They thus encourage second home municipalities to promote high standard
second home developments, because high standard second homes seem to make
people want to use them more. However, the analyses neglect the increased econ-
omic pressure that prospective as well as current owners will face, at least indirectly.

2 Resolution, Redescription, Retrodiction, Elimination, Identification and Correction.
3 Rye and Berg 2011; Støa and Manum 2013.
4 Støa and Manum 2013.
5 Rye and Berg 2011.
6 Berg and Forsberg 2003.
7 Velvin 2003; Ericsson and Grefsrud 2005; Velvin 2006; Farstad et al. 2008; Ericsson et al. 2010; Flognfeldt 2012.
8 Støa and Manum 2013.
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The focus on motives for ownership uncoupled from economic realities shows the
one-sided nature of these analyses.
As mentioned, second homes in Norway have already undergone a rapid increase

in physical standards or quality, something that also puts pressure on the environ-
ment.9 Second home municipalities that promote this thereby indirectly threaten
the apparently egalitarian nature of the Norwegian second home phenomenon as
well as the environment. Existing studies thus potentially encourage a misreading
of the influences and impacts on the social dimension resulting from this growth
in need for capital. As such, past studies can be said to be neo-classical economic
analyses that take for granted the importance and desirableness of any form of econ-
omic development. This article thus tries to balance this misreading through apply-
ing critical realist ontology and heterodox economic analysis. As these theories deal
with the ontological presuppositions of a given phenomenon they are more suitable
for exploring the previously understudied aspects of second home ownership, criti-
cizing and problematizing existing knowledge and thereby highlighting the conse-
quences of new knowledge.
This study therefore explores the following question above all:

1. How can the need for capital that prospective second home owners face be the-
orized, based on a critical realist methodology?

Part of this study will also be devoted to exploring the possibility of using the critical
realist methodology of the RRREIC schema. A second research question is therefore:

2. How relevant is the RRREIC schema for generating new knowledge about
owners’ need for capital in Norwegian second home ownership?

Method

As mentioned in the introduction, this study diverges from mainstream economic
analyses in that the latter do not deal with ontology. This means they have difficulty
describing reality, and hence are not successful in predicting future economic
results.10 Indeed, Tony Lawson argues that dealing with ontology in economic
analysis will allow for ‘elaboration of as complete and encompassing as possible a
conception of the broad nature and structure of (a relevant domain of) reality as
appears feasible’.11 This article will critically interpret Norwegian second home
ownership from a heterodox economic perspective, with a focus on elaborating its
ontology, so that a more holistic understanding of the overall sustainability of
second home developments can be formed. Heterodox economics contrasts with
the approach of mainstream economics, aiming for explanation rather than predic-
tion as well as acknowledging economics as a social construct, which enables nor-
mative positions to be taken in relation to distribution, sustainability and ethical
aspects.12 In other words, heterodox economics rejects the ‘truth-like’ stand

9 Berker and Gansmo 2010; Gansmo et al. 2011; Jørgensen 2011; Stamnes 2011; Aall 2011; Aall et al. 2011.
10 Lawson 2003.
11 Lawson 2003, xvi.
12 Madsen 2004.
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within mainstream economics of mathematical-deductivist modelling.13 A specific
field of heterodox economics with which I align this article is bio-economics (as the-
orized by Nicholas Georgescu-Roegen), which has close ties to the Nordic eco-
philosophical tradition.14

In this study, the main analytical approach is the critical realist method of the
RRREIC schema proposed by Roy Bhaskar.15 The RRREIC schema serves as a
guideline for a critical realist methodology dealing with interdisciplinary social
science research. RRREIC is an acronym for

Resolution (R1) of the phenomenon or event into its components, involving a multi-
plicity of causes that come together in a complex way to generate the phenomenon;

Redescription (R2) of these component causes in an explanatorily significant way;

Retrodiction (R3) of these causes to antecedently existing events or states of affairs;

Elimination of alternative explanations;

Identification of the generative causes; and

Correction of earlier findings in the light of this analysis.

As this schema offers an orienteering guideline only, I do not follow it slavishly but
apply some steps while avoiding others when necessary for progressing my line of
argument. The schema has, to my knowledge, not been applied extensively in expla-
natory research designs. Berth Danermark et al.,16 though, give one example of the
use of an adapted model. The aim of this article is therefore both to apply the
RRREIC schema and evaluate how well it enables the development of the specific
research field investigated.
The main sources for this study are a literature review of existing research on the

Norwegian second home phenomenon and statistical data from Statistics Norway,
as well as theoretical contributions relevant to the theme of the study. However,
the main source of building theory is the RRREIC schema, which provides a meth-
odological framework based on the ontological and epistemological assumptions of
critical realism. As is well known, critical realism does not presuppose a specific set
of methods (distinct from, e.g., positivist social science), but argues for an under-
standing of knowledge (epistemology or the transitive dimension) as distinct from
reality (ontology or the intransitive dimension); and a reality that consists of three
domains (real, actual and the empirical) imparts a certain logic to the research
process. The researcher studying intransitive objects and producing transitive fallible
knowledge must move from the empirical level towards the real, trying to under-
stand the causal powers that generate observable events.17 This is exactly what
the RRREIC schema prescribes, including a suggestion of a subsequent move
back to the empirical level for correction of the old knowledge and
re-contextualization of the new.

13 Lawson 2003.
14 Bhaskar 2012.
15 Bhaskar 2008, 133, and 2010.
16 Danermark et al. 2002.
17 Bhaskar 1979; Danermark et al. 2002.
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Such a process of acquiring in-depth knowledge about a phenomenon is carried
out by different thought operations. Critical realists apply induction, deduction,
abduction and retroduction, but put particular emphasis on the latter two. In
addition, critical realists employ abstraction as a process of identifying the genera-
tive mechanisms involved in the production of a particular object.18 Critical
realist ontology also argues that the world consists of open-systemic phenomena
in which a multiplicity of causal mechanisms and structures operate simultaneously,
causing or preventing events. Critical realism can, as such, facilitate a deepening of
our understanding of the phenomenon of second home ownership.

Context and scope of study

As a preliminary to applying the RRREIC schema I here very briefly describe some
of the economic developments in relation to the Norwegian second home phenom-
enon. Description is the first step in the critical realist model of theoretical scientific
explanation (the DREIC19 schema).20

The annual number of freely traded second homes21 and their aggregated pur-
chasing price is shown in Figure 1 for the period 1992–2014 (index in the year
2000 = 100). The total, inflation-adjusted real purchase price increased by about
250 per cent, while the number of traded second homes increased by no more
than 50 per cent from 2000–2014. This gives an indication of the increased value
of second homes. In 2015 the average cost of a second home in Norway was
approximately 1.5 m NOK (∼ 180,000 EUR), that is, about three times as much
as an average full-time annual salary. Empirical research has shown the relationship
between annual salary and the value of second homes.22 Where annual salaries
were 400,000–699,999 NOK the average value of the second home in 2008 was
approximately 1.4 m NOK and where salaries were 700,000–999,999 NOK
and 1 m-1.49 m the average value was approximately 1.54 m NOK and 1.88 m
NOK, respectively. This relationship shows that the lower income groups have rela-
tively more expensive second homes compared to their income. However, the
relationship does not show how many second homes the members of each income
group own.
In addition to the increased price of second homes, expenditures related to own-

ership increased by almost 600% from about 10,100 NOK in 196923 to about
59,000 NOK in 2008.24 (In the first set of figures expenditures related to use
have not been included25 and inflation has been taken into account; in the second

18 Danermark et al. 2002.
19 Description, Retroduction, Elimination, Identification and Correction.
20 Bhaskar 2010.
21 The number of freely traded second homes accounted for less than a third of the registered traded second homes in
2005 (Ericsson 2006). Second homes that are not freely traded include, among others, those acquired by inheritance and
private sale. I have not been able to find any figures on how the number of homes in each of these categories compares to
the number of freely traded second homes.
22 Støa and Manum 2013.
23 Farstad and Dybedal 2011.
24 Statistics Norway 1972.
25 Expenditures related to activities during stays, e.g. skiing, boating, hunting, relaxing, snacks etc., were insignificant in
1969. In 2008, they accounted for about 25% of the total expenditures.
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set, expenditures of a financial character are not included27). From 1970 to 2008,
real wages increased only by a little less than 100%, that is, far less than the increase
in the aggregated price of the traded second homes as well as the increase in expen-
ditures for ownership.28 The fact that expenditures for capital cost, which I interpret
to be down payment of loan and interest payments and the like and insurance, are
not included in the 2008 figure weakens the force of the comparison. However, it is
clear that expenditures related to, as well as the purchasing cost of, the second home
increased far more than real wages.
In general, the figures presented in this section cover different types of second

homes. In this study the focus is mainly on second homes of modern standard,
namely, second homes that resemble and are comparable to or above detached single-
family homes (normally built in Scandinavian suburbs) in both technical and physical
standards and extent of floor area. These modern developments are in contrast to the
developments 40–50 years ago of low standard, namely, small cabins with no running
water or electricity. This specific focus is mainly because it is assumed that modern
second homes are in greater demand. However, some low standard second homes
can also be very expensive, because of the specific location. Obviously, there are differ-
ent ways of acquiring second homes, of which the purest form is buying on the open
market. Another way is through inheritance. However the subject is analytically dif-
ficult, because there are many different ways of organizing inheritance. One is split
ownership with siblings or cousins; another is buying out others entitled to the inheri-
tance, in which case ownership can also be expensive. Nevertheless, the main focus of
this study is the very first case of acquired ownership through the open market.
In general, it is difficult to get statistical data on the need for capital faced by

second home owners, which suggests that there is a need for empirical inquiries.
In the next sections the application of the RRREIC schema, instead of providing

figure 1 Freely traded second homes and the total real purchase price from 1992–2014
index: 2000 = 10026

26 Statistics Norway 2015c.
27 E.g. capital cost and insurance (the only examples given).
28 Statistics Norway 2015d.
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empirical data for the analysis, will help develop a theorization of the necessary com-
ponents of capital demand.

Necessary components of the second home transaction:
Resolution (R1)

The first step of the RRREIC schema is to resolve the complex open-systemic
phenomenon of Norwegian second home ownership into its components. This
entails an interdisciplinary approach, as open-systemic phenomena are generated
by a multiplicity of conjunctive emergent mechanisms at different levels.29 This
means that we need to view the object of study in terms of how it is grounded in
reality ‘in which several irreducibly distinct mechanisms at different and potentially
emergent levels are combining to produce a novel result’.30 Thus, here we are dealing
with the ontological conditions of second home developments. For Lawson this step
is particularly important in economic research.31

I argue that there has not been any significant theoretical development of the econ-
omics behind the second home phenomenon in Norway but only an empirical focus
on economic impacts on local second home development communities. At best some
correlation-based theories of the second home economy have been developed from
such analysis.32 The story from state officials as well as researchers is that second
home developments in general can be a positive contributor to a local community,
with variations depending on how well the local authorities, together with developers,
are able to confine spending within the municipality. A problem with this story is that
it tends to look only at the supply side of second home developments – that is, the devel-
opingmunicipality, developersand landowners–and investigatewhat theygain inecon-
omic terms. As I pointed out in the introduction, the demand side is left out of the
equation as if the demand is something that simply is there, that is, peoplewith available
money desiring to buy a second home. From a critical realist perspective such a narrow
focus is not sufficient because, in order to understand the phenomenon adequately, we
need to investigateall constitutive componentsnecessary for a secondhome transaction.
There needs to be a demand side as well as a supply side. So we ask again, what are
the most basic components necessary for the acquisition of a second home?
The reader should bear in mind that this article is specific to a Norwegian context,

and limited to modern second home developments. We then see that the demand side
consists of (in no particular order):

1. a person who desires to become a second home owner (individual preferences),
with
a. the economic ability to pursue this desire (individual resources), and
b. the physical ability (individual resources)

2. national self-belief/identity on aggregate level (national discourse)

29 Bhaskar 2010.
30 Bhaskar 2010, 5, emphasis added.
31 Lawson 2003.
32 See e.g. Ericsson et al. 2010.
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On the supply side we see that the following components are present (again in no
particular order):

3. specific spatial-geographical conditions (spatial structures)
a. (non-human) natural structures (natural structures)
b. existing second homes (built structures)
c. roads (built structures)

4. specific socio-geographical conditions (social structures)

a. second home development policy to take advantage of the spatial structures
(political structures)

b. construction and renovation firms (market structures)
c. legal institutions (state structures)

Note that I have indicated different strata of reality where we might find the con-
stitutive components, and that these can in turn be stratified in terms of their own
constitutive components (as we will see later in the case of 1a). Note also that I
have assigned some characteristics priority on the grounds that they must be con-
sidered more basic than the others. However, this does not mean that the
phenomenon of second home ownership can be explained by one single charac-
teristic of higher priority or by that characteristic’s particular constituents. It is
rather that the phenomenon results from a myriad of emergent mechanisms
found on different levels and that all of these irreducibly unique components
make up the specific phenomenon found on the macro-level (cf. Bhaskar and
Danermark on laminated systems33). The above list of components is not of
course complete; I have only included those I consider most necessary. Structures
or actors omitted here are also important; however they do not serve as impor-
tant for the present analysis and must therefore be omitted for now.34 Some
will, however, be discussed below.
As shown in the previous section, there has been an increase in pressure on

individual economic resources (1a), which will be the focus in what follows.
The importance of listing all constitutive components of a phenomenon, as pro-
posed by the RRREIC schema, is clear and it indicates the necessity of interdisci-
plinary research. Depending on the research question and angle of inquiry, there
is a need to draw on multiple research skills as befits the level of reality at which
one operates. By restricting the analysis to one sub-component, I show how elab-
orate an analysis one might end up with if the analysis is carried out in full. In the
next section, a theoretical Redescription (R2) of point 1a is effected, leading to the
development of a new understanding, based on the overall economic theory
informing this article, of the economic potential of people and their second
home ownership.

33 Bhaskar and Danermark 2006.
34 Danermark et al. 2002.
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Loan-based second home ownership: Redescription (R2)

The procedure here should be to interpret and redescribe the phenomenon of study in
terms of a conceptual framework of the different components.35 The extent to which
the components are (re)described has great importance for the analysis, as it can
result in different understandings. For example is the point of 1a a matter of
small concern, as suggested by the classical economic analyses of the demand
side, which reduce it to a matter of preference, considering it unimportant to con-
sider how people can afford second homes? Or is it a point of larger concern, as
in this analysis? As we will see in the following, this makes a big difference.
Ideally, all components should undergo the treatment of redescription; however,
the focus here is on one component, but it should be this step that develops the
original ideas and thus begins to place the object of study in a new context.
As we have seen, the increased need for capital relating to second home ownership

has not been questioned in the literature; it is rather considered to be something that
is simply there. This is typical of neo-classical economic analysis, which reduces the
capital need to a matter of preference of the individual. The neo-classical analysis
does not consider it important why money is spent in the ways that it is, or how
people got this money in the first place. However, redescribing and analysing that
‘which is simply there’ will tell us a different story. As mentioned, the average cost
of a second home in Norway is approximately 1.5 m NOK (∼ 180 thousand
EUR), about three times as much as an average full-time annual salary. As the
number of modern second homes accounts for 25–50 per cent of the total
stock,36 and if we assume that modern second homes cost more than older, less ade-
quately equipped ones, we must also assume that most people will have to take out a
loan in order to become owners of a modern second home (if they do not inherit
one). Though no statistical data directly indicate debt as a result of second home
ownership, several circumstances do.
In 1984 the Norwegian right-wing government removed most regulative restric-

tions on the credit expansion of private banks and as a result the uptake of loans
increased rapidly, which eventually resulted in a housing bubble that burst in 1988
with continuously falling prices until 1993. From then prices increased again. This
was followed by an increased rate of second home ownership. As people experienced
increased household assets, as a result of rapidly rising primary dwelling prices in the
1990s,37 they were able to take out loans on their primary dwelling to buy a second
home. It was also in the 1990s that the first modern second homes were developed and
since then modernization has continually increased.
Another indicator of increased debt of Norwegian households (but not directly as a

result of second home ownership) is increased debt in the primary dwelling compared
to the increased housing price and increased salary. Figure 2 shows how debt in
the primary dwelling has increased twice as much as the price of the primary home
and about four times as much as the monthly salary. This indicates that the many
owners of modern second homes in Norway may have established debt through

35 Danermark et al. 2002.
36 Støa and Manum 2013.
37 Arnesen et al. 2012.
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their primary home in order to obtain the ownership, as Arnesen et al.39 have also
suggested.40

If we differentiate between primary home renters and owners we see that owners
have much higher real capital in other assets than the primary home, for example in
cars and second homes.41 This indicates that owners have the possibility of renewing
their loan in the primary home to finance second home ownership. Asked directly
about debt financing most prospective second home owners indicate that they will
finance part of the second home by establishing debt. Thirty-four per cent expect
debt financing of 60 per cent or more of the total second home value, while 24
per cent expect debt financing of 40–59 per cent.42 The above circumstances indicate
that many people are in, or consider going into debt in order to become second home
owners. This serves as an alternative description to the conventional story of the
economy involved in the second home industry. Having established a new descrip-
tion of where some of the capital to finance the increased capital need related to
second home ownership comes from, the next step is to go deeper into the mechan-
isms that generate debt.

The creation of money and the money multiplier: Retrodiction (R3)

Through Retrodiction (R3) we try to understand what are the basic law-like oper-
ations of the mechanism(s) involved.43 This is possible to some extent; however,

figure 2 Primary dwelling price, dwelling debt and monthly salary in the period 1997–2012
index 2004 = 100 (inflation accounted for)38

38 Statistics Norway 2008; 2009; 2013b; 2015a; 2015b.
39 Arnesen et al. 2012.
40 Aarsæther et al. 2012.
41 Barlindhaug 2009.
42 Eiendomsmegler1 2012.
43 Bhaskar 2010.
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the process of retrodiction is not always practically possible in an open-systemic
system,44 which means that the process of retroduction could instead or also be
applied when needed.45 The focus here will be on the single component of the
loan, asking what are the law-like mechanisms of this loan?
If we examine the mechanisms at work in the taking out of loans we find quite a

complex system. A standard textbook on the banking system will explain the
process of borrowing money from a bank something like this: Because of the
current fractional-reserve banking system, banks do not have actually to possess
the money that you would like to borrow — they only need a fraction of it. In
other words, if a person deposits, for example, 100€ cash in a bank, the bank can
lend out most of the money to another customer, only keeping a fraction (e.g. 10
per cent) of the money in reserve, thus lending out 90€ keeping 10€. The borrower
puts the money into another account (or in practice probably buys a commodity
whose seller puts the money in the bank); the new bank can now do the same —

lend out the money while keeping only a fraction, hence 81€ and 9€, respectively.
We can now see that 10€ + 9€ = 19€ in cash have become 90€ + 81€ = 171€ in
credit money. This is called the ‘money multiplier’ mechanism. In theory this
process can go on infinitely, but in practice it reaches a saturation point. A crucial
point here is that the credit money is valued by the borrower as just as real as the
cash money issued by the state bank (which ultimately is also itself a symbol).46

This is possible because of the 10 per cent reserve, which functions as a safeguard
for people’s deposits.47 That is the textbook example. In reality, the creation of
money by the banks is such that from a deposit of 100€ and a fraction of 10 per
cent the bank issues 1000€ in credit. In a digital banking system cash is only
needed in very few and often small transactions, so the bank does not wait for a
depositor before lending out money. In practice the bank, when issuing a loan,
creates one account with a plus and another with a minus on the computer.
Money is created.
By this clever mechanism money is essentially created by the private banks

through issuing loans that the borrower undertakes to pay back. Ever since the
American president Richard Nixon in 1971 announced that foreign-held US
dollars would no longer be convertible into gold, the horizons of credit money
have been limitless, thus enabling an ever-increasing creation of money and
accumulation.48

Another mechanism that we need to consider is thus how this money creation con-
tributes to and sustains economic growth. Since loans are often given on so-called
safe investments, such as stock shares or housing property, they also cause the
value of these commodities to increase in terms of higher per unit value. As long
as people can continue to borrow money for e.g. a second home at a steady pace,

44 Bhaskar 2010.
45 Bhaskar 2010.
46 Bjerg 2014. See also Berg for further discussion of the mechanisms of making money.
47 A result of the money multiplier mechanism is also seen in the ratio of physical money that exists in Norwegian cur-
rency to the money that exists in ‘virtual’ money — 128,671m NOK and 1,881,477m NOK respectively — indicating
that physical money (M0) amounts to 6.8 percent of the broad conception of money (M2). Statistics Norway 2013a.
48 For further elaboration of this historic event and its consequences see Graeber 2011.
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the price per unit must necessarily increase. New buyers must then take up increas-
ingly larger loans to get into the second home market. If we look at this the other
way round it might be easier to grasp how debt results in increasing prices. If no
one was allowed to take out a loan for a second home (and we still assume that
people do not have enough money to buy the average second home), the sellers
would either have to hold on to their second home or lower the prices, hoping
that people could then afford them. When people are able to borrow money,
acting on the assumption that prices will increase, multiple prospective buyers can
also bid up the offer price (which already is set at the current market price). One
result of this is that it gets increasingly difficult for new buyers to get into market,
as later buyers will have to borrow even more money through their first loan than
earlier ones had to. This is also indicated in the expectations of younger prospective
second home owners in relation to the size of their loans, compared to those of
senior buyers.49 If this trend grows so fast that new generations cannot get into
the market, the whole system is in danger of collapsing. The financial crisis has
been argued to be caused by people not being able to pay back their housing mort-
gages issued to them by too willing banks.50 Continued provision of loans for
second home ownership thereby contributes to increased second home prices and,
since the money is distributed through the market chain of the second home industry,
it contributes to economic growth.
Our account of the above mechanisms has been a process of retrodiction; however

we might also resort to retroduction in order to discover other mechanisms that
encompass the above. We might, for example, ask why this process of seemingly
ever increasing extension of loans continues (if not already obvious) or even began?
According to David Harvey51 an inherent feature of capitalist society is a contra-

diction between production and realization. Capitalists seek to ensure their accumu-
lation of capital in two ways; first, by reducing payments to their workers; and
second, by selling their product at a higher price in the market. The contradiction
is when the workers’ payments get too low to acquire the products. There are
however a number of different ways for capital to mitigate this contradiction, one
being expansion of the workforce to make more consumers (forcing farmers to
take wage work, as currently in China). Another is conspicuous consumption by
the wealthy. And then there is resorting to credit — the most prominent way in
the West; credit must then expand increasingly in order to promote growth. The
high price of modern Norwegian second homes is clearly an example of this
contradiction.

Spatiality of banking
If we do not see a crisis as a result of the contradictions, but just see steady inflation
in housing/second home prices that are met by a corresponding increase in income,
most economists and politicians would argue that this is not a problem; in fact it is
positive, desirable and even needed. According to the conventional story of the

49 Eiendomsmegler1 2012.
50 Harvey 2010.
51 Harvey 2014.
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productive consequences of second home developments in rural communities, it is
evident that the creation of money and general economic growth enables rural com-
munities to plan for second home developments, which creates jobs not only in the
building phase, but hopefully also in the long run, through provision of different ser-
vices. Thus bank credit expands the money supply through money creation, but the
credit also goes to ‘work’ and this results in either an increasing amount or increas-
ing value of goods and services.52 However, from an ecological economic perspec-
tive we must distinguish between, on the one hand, needed production or services
that ensure a more environmentally friendly future and, on the other, production
and services for (over)consumption, which potentially endangers environmental sus-
tainability. From the perspective of rural municipalities that ‘need’ second home
investment to ensure life-supporting services for their permanent residents, it is poss-
ible to argue that environmental degradation from second homes in their municipal-
ity is acceptable. And it might be. But on an aggregate level other concerns might
become evident. In particular, the dialectical relation between a (first-house) urban
workplace and a (second-house) rural recreation place presents us with some impor-
tant sustainability issues.
The environmental ontology of this article postulates that our activities are mate-

rially grounded in nature. According to Torsten Hägerstrand53 people are a ‘thing’
in a ‘landscape’ (delimited by and occupying space) that has an intricate web of
relations; he calls this the ‘landscape mantle’. Bhaskar’s concept of four-planar
social being, where material transactions with nature is one of the core dimensions,
is in line with this. Bhaskar’s point is exactly that the two-way transactions between
nature and human beings are asymmetrical, such that nature could exist without
humans, but not the other way around. In light of this, the possession of a second
home from which one meets recreational needs is irrational and must be categorized
as overconsumption. This is especially the case in a Norwegian context where the
distance from urban centre to protected natural areas or areas of recreational
value is never very far.
In addition to what credit works on, we might also consider where this new

money goes to ‘work’ and who decides what it works on (as distinct from the
issue of the urban-rural dichotomy, however related). When banks create money
they also decide where it goes, and as banks normally are interested in profit they
seek out safe investments. This fact suggests the importance of bank lending
policy to spatial development.54 In terms of housing developments, for example,
banks are most willing to invest in areas where prices are likely to go up. From a
spatial planning perspective this has consequences in practice as Norwegian plan-
ning is considered to be influenced by a neoliberal planning agenda where planners
essentially do not plan but facilitate, accommodate and steer developers through the
planning system.55 One issue in a Norwegian context (which also holds for most
European countries) is that some rural areas are prone to economic and social
decline as economically resourceful people move towards jobs in larger urban

52 Werner 2013.
53 Hägerstrand 2012.
54 Werner 2013.
55 Næss 2009; Falleth et al. 2010.
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areas. This, coupled with the tendency of banks to be willing to invest primarily in
safe endeavours, poses a threat to outer-suburban areas. When Norwegians look for
recreational opportunities, they often seek out rural areas, which then might face the
willingness of banks to invest in second home developments and tourist resorts but
less willingness to invest in primary homes and jobs. In the end this leads to a situ-
ation in which rural areas only have the second home industry as a viable path for
development, which subsequently is a threat to the environment and social stability.
We now have a theory of second home economy which we can reapply to a wider

context or recontextualize as proposed by the critical realist approach. I choose to
skip the points of Elimination and Identification in the RRREIC schema as their
application lies outside the word limit of this article and require empirical testing.
So the last step is to make iterative Corrections to pre-existing theories – to go to
the concrete again through a contextualization of the identified mechanisms so
that a new understanding of the phenomenon studied can be formulated in context.

The second home paradox: Correction

In this section, it is a matter of making iterative corrections to former understandings
of the phenomenon, based on the explanations elaborated in the above analysis.
With a new understanding of the economic needs of second home ownership I
here re-examine the economic abilities (the need to take up a loan) in comparison
with the higher-level component 1 (of necessary components on a demand side in
a second home transaction), which describes the desire of the individual to
become a second home owner. As argued, the motivation of the individual for
second home ownership is often put forward in the mainstream economic analysis
of the phenomenon as the individual’s only attribute. Comparing motivations
with the new knowledge will here serve as correction of the current knowledge.

The second home paradox
Different motives are often identified as a person’s main reason for second home
ownership. The dominant motivational factor that keeps surfacing in empirical
studies is second home ownership for recreational purposes. Considering the consti-
tutive components 1 (motive) and 1a (economic ability) together, there seems to be a
paradox for those who need to take up a loan in order to access the recreational
opportunities provided by the modern second home. According to a popular narra-
tive, the second home is ‘an escape, a sanctuary, a base for adventure … A place to
relax, rejuvenate, restore.’56 In research, it is noticed that ‘[a]s a place for vacation
the second home often has to be an escape from the everyday life’.57 This is also
noted internationally.58 In addition to being a place separated from the primary
dwelling, the second home’s main function is often, though not always, (traditional)
recreational activities. For modern second homes where taking out loans is the rule,
the escape motives for ownership constitute a paradox. By acquiring a loan, people

56 Blake 2013, 7.
57 Berker et al. 2011, 12–13.
58 Aronsson 2004; Quinn 2004.
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at the same time commit themselves even more to the hectic (urban) everyday work
life, which they want to escape. A loan is often paid back over 30 years and, depend-
ing on the size of the loan, it might require two full-time jobs to pay it back plus inter-
est (combined with the loan for the primary dwelling). Positively, borrowers are
reassured that they really need this place of escape, now being even more dependent
on the hectic pace of modern life (see Figure 3). In this way, the second home own-
ership paradox highlights not only that there is an unsustainable systemic contradic-
tion at work in the mechanisms of the loan, but also that and how ownership can be
unsustainable on an individual level.
However, despite the paradox, people might not consider it an unwanted conse-

quence of acquiring a second home. Whether it is a form of cognitive dissonance
or people are simply not aware of it, is still uncertain. The paradox nevertheless
serves as one Correction of the increased capital need that owners of modern
second homes face.

Discussion

The development of theory throughout this article has been led by the critical realist
research schema, RRREIC. In the words of Danermark59 I have moved from the
concrete to the abstract and back to the concrete. This has resulted in a number
of new insights into the Norwegian second home phenomenon. Most important is
that there seems to exist a paradox in second home ownership where such owner-
ship is obtained through a loan. The paradox is not explained by neo-classical econ-
omists and as such this analysis also yields an immanent critique of the neo-classical
analysis of second home development. In accordance with the mechanisms of the
loan and related mechanisms, the ownership is put into a wider context both

figure 3 The second home ownership paradox

59 Danermark et al. 2002.
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through the specific mechanisms and their society-scale implications, including for
the overall sustainability of the second home phenomenon. As such, the article
has also described some of the agent-structure relationships manifesting in the
second home phenomenon not described before.
However, we might also consider even more mechanisms at work outside the

economic sphere, which I have not considered in this article, but which have been
to some extent studied by others. I have not considered social structures that
might lead to second home ownership. For the most part I have examined the link
between individual decisions (to take out a loan) and their consequences, that is,
adopted a bottom-up approach. However, we might also consider the top-down
pressures from social norms and a growth economy as factors that lead to the
desire to become a second home owner. A loan could be seen as the result of
people’s own choice, but societal structures such as the social status one gains
from second home ownership as well as economic pressures from a growth
society always on the lookout for new growth arenas should be considered in a
more elaborate analysis. In this discussion, I will briefly incorporate theories to
put the second home paradox into an even wider context than I have already
done through recontextualization.
It could be argued that inherent in the second home ownership paradox is the idea

of the Disneyland effect put forward by Sigmund Kvaløy.60 The Disneyland effect is
related to a personal desire within modern societies to escape the increased complex-
ity of everyday life. The escaper seeks the comfort of Disneyland — amusement
parks. They might consider ski-resorts or places near the coast that provide speed
boating as such amusement parks, places with enough commercial activities to
dull the senses and relieve the feeling of stress for a period of time. These places
of amusement have through the modernization process become more or less identi-
cal. They take on the characteristics of non-places or nothing-ness described by
Ritzer,61 according to whom such places increasingly look the same and are pro-
duced by the same companies (or at least have similar architectural style) and
have the same ‘amusement’ as their focus. This trend is connected to the increased
complexity in technology of modern second home areas. The increased moderniz-
ation of the second home phenomenon thereby increasingly dilutes the rootedness
that is often said to be a salient feature of Norwegian culture.
The modern second home owner thus contrasts with what is known as the

‘genuine’ Norwegian, who build their own cabin and are ‘their own master’ in the
‘untouched wilderness’.62 The modernization process began with the first planning
regulations in the 1960s,63 and really picked up pace with the introduction of high-
standard second homes around the year 1990. Ivan Illich64 argues that increased
complexity in technology makes us incapable of shaping our own future and creat-
ing genuine individuality. The increased size and physical standards of second homes

60 Kvaløy 1973.
61 Ritzer 2004.
62 Cf. the popular story presented by Blake 2013 as well as by the planning authority in 1968; Kommunal- og Arbeidsde-
partementet 1968.
63 Kommunal- og Arbeidsdepartementet 1968.
64 Illich 1973/1975.
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since the 1960s have placed second home identity and the second home story in the
hands of the producers, namely, the developers and architects. Coupled with a shift
in social preferences (partially driven by media), it is their story about the second
home and the ‘Norwegian’ that they sell to people, who thus lose real control
over their own second home story. This technological modernization is, however,
necessary for capital to expand (even faster) within the second home industry as it
has provided a series of new arenas for consumption (ski-equipment, kitchens,
baths, speedboats, hot-tubs, terraces, etc.). As such, the second home ownership
paradox is rooted in another paradox between modernization and authenticity,
viz. the paradox of the desire for authenticity or what is known as traditional Nor-
wegian second home life, which in reality closely resembles ‘Disneyland’.

The RRREIC schema
Although a drawback of applying the RRREIC schema is the relatively underdeve-
loped guidelines for applying the different steps, applying it has enabled a deepened
analysis of the Norwegian second home phenomenon in this study. The above intro-
duction problematized existing economic analysis of the mechanisms involved in
second home developments that emphasize motivation as the only attribute of the
individuals involved. The RRREIC schema provided a method of developing a
theory related to all the necessary components of second home ownership. This
has been particularly helpful as little empirical data have been available to give
insight into the phenomenon. Also the process of moving from the empirical level
towards the real, investigating the underlying mechanisms of the phenomenon,
could not have been conducted solely by analysing empirical data. Unfortunately,
owing to exigencies of space the two steps of Elimination and Identification, that
is, the steps of empirical investigation, have not been undertaken here. Carrying
out these steps would provide the analysis with the needed empirical foundation
for confirmation of the mechanisms discovered through the processes of Resolution,
Redescription and especially Retrodiction.
The critique of existing economic analysis was developed further throughout this

study. One major reason for this is that the RRREIC schema forces the researcher to
deal in a thoroughgoing way with the ontology of the studied phenomenon, some-
thing not very often undertaken.

Conclusion

The primary aim of this study has been to theorize the increased need for capital
faced by prospective second home owners because of increased physical standards
and modernization of the second home phenomenon. The RRREIC schema has
served as a fruitful guideline for structuring an investigation, facilitating elaboration
of the mainstream explanation of second home ownership in Norway. The
additional knowledge gained provides evidence that the RRREIC schema is a ben-
eficial method for an explanatory research agenda. Following the steps of the
schema necessitates an open-minded attitude towards the research field, forcing
the inclusion of as broad a range of explanations as possible, while still giving the
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opportunity to go into depth in regard of the particular components of the phenom-
enon, but without compromising the possibility of viewing the complexity of the
components as a whole. The thoroughness of the approach could however be a
drawback as guides for delimitation remain to be elaborated.
Apart from assessing the RRREIC schema, the purpose was also to re-evaluate the

overall sustainability of Norwegian second home ownership through theorizing the
capital need faced by prospective second home owners. The focus on the economic
capabilities of prospective second home owners showed that taking out loans is an
important component of ownership of modern second homes in Norway. The new
knowledge has led to the conceptualization of a second home ownership paradox,
which exists for some owners that use the recreational opportunities second
homes provide as an escape from a hectic urban life. The paradox becomes
evident when buyers take out loans to become owners. The paradox has to be
deemed a mechanism that is unsustainable since, because the loan has to be paid
back, people become more committed than ever to the work life that they wanted
to escape. This mechanism is also rooted in other mechanisms that relate to the
loan process and the subsequent generation of money, which contributes to unsus-
tainable economic growth rooted in the overconsumption of second homes.
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