1PMJDZ 3F

Title:

"Novum Organum: The Reckonir
of Unattended Dialectics"

Author(s):

Alexander Maslov, Bagwell Cent
Affiliated Faculty

"VHV TU




Novum Organum: The Reckoning of Unattended
Dialectics

Alexander Maslov

August 28, 2022

During the last several decades the world has changed drastically. Some say that we
witness the crisis of humanity (Max-Neef, 2010), others the end times (Zizek and Si°ek,
2011). While the direness of the plight may be exaggerated, with every passing day fewer
refuse to acknowledge the asco of mainstream neoclassical economics, even though it is
still prevalent in much of the conducted economic analysis (Anderson and M'Gonig2012).
There is a glimpse of hope that the next several decades will be characterized by an endured
shift in normal science or research program advocated by prominent post-positivists (e.g.,
Feyerabend 1978l akatos et al. 1979;Kuhn 2012). It should be noted, however, that these
philosophers of science were ruminating over shifts in natural sciences. As fairly noted in
Ye mov (2011a) andYe mov (2011b), such shifts may be inapplicable to economics since
the latter is more of a social project, which possesses a di erent enforcement mechanism of
beliefs and convictions (Peirce1931).

Unlike natural sciences preoccupied with matter or pure social sciences concerned
with psyche in the broadest sense, economics deals with both essences in the form of
goods as transformed energy from the physical realm of nature and socially-compelled
interactions arising around them. In this regard,Georgescu-Roege(i1993) fairly de nes
entropic indeterminateness, which encompasses the aforementioned dialectics, and identi es
obstacles in the analysis of evolutionary changes. However, economy is an open system, which
allows it to avoid the pending doom of the second law of thermodynamics by transferring the
accruing chaos within to adjacent systems. | believe that the ontological and epistemological
dialectics of economics is of far greater concern than the thermodynamic one pertaining to
actual economies. The latter was also more broadly characterized by the famous Russian
philosopher Nikolai Berdyaev: The world will perish from inexorable and unhinged pursuit
for physical equality, but isn't this yearning for equality in the social world the same entropy,
the same demise of social cosmos and culture within the uniform distribution of the heat
energy, irreversible into the energy creating culture? (Berdyae2005).

Neoclassical economists use explicit functions of utility in their models, while their
own function of social utility remains implicit. At times, even economists themselves are
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discombobulated and have a hard time nding their purpose. Anecdotally, this confusion
never occurs in natural sciences when even a high school student has a solid understanding
of what physics or chemistry is about. Perhaps, one of the most apt descriptions of what



real world, but are not meant to be testable. As in the case of fables, models have limited
scope. As in the case of a good fable, a good model can have an enormous in uence on the
real world, not by providing advice or by predicting the future, but rather by in uencing
culture. .. .

A few years after the unprecedented collapse of the nancial bubble (July 2010),
during one of the hearings hosted by the United States Congress on failures of macroeconomic
modeling, Dr. Robert Solow pinned down the major shortcomings of the implemented models
as follows!

... They [economists] take it for granted that the whole economy can be thought
about as if it were a single, consistent person or dynasty carrying out a rationally designed,
long-term plan, occasionally disturbed by unexpected shocks, but adapting to them in a
rational, consistent way... .

Dr. John Taylor fairly noted that economists had not only overlooked the bubbles,
they virtually facilitated their creation and collapse (Taylor, 2009):

... It was mainly government intervention that created, prolonged, and has dramat-
ically worsened the crisis. Firstly, the Fed's monetary strategy kept its target interest rate
too low for too long, especially in the 2003 2005 period, creating monetary excesses, a main
cause for the economic boom. Then, once the crisis started in mid-2007, the policy makers
prescribed the wrong treatment, providing more liquidity via the Term Action Facility in
December 2007, followed by the Economic Stimulus Act of 2008... .

Incorrect policy advice obviously stems from the system of economic education. In
North America, economists learn neoclassical concepts in the rst-second year of their
undergraduate programs. All subsequent education is aimed at reinterpreting the same
ideas at a more sophisticated level of mathematical aesthetics. Thus, the system trains
good mathematicians, but poor economists, who treat economies from absolutely irrelevant
concepts of the natural world and the ideal realm of mathematical models, awkwardly and
recklessly applied to social realities: convergence, constrained optimization, equilibrium,
e ciency, dynamic programming, rational expectations, etc.

In the best tradition of the New Time, the approach of economists is based on the
interconnection of researchers, ideas and theories, and objects of research , while various
binding speci cations are de ned by rationalism, empiricism and idealism. One of the most
important features of the New Time scheme of research is individualism: a researcher is
lonely in his search for the truth as a copy of reality. This view de nes the fundament of
the scienti ¢ approach (Gower,2012), which main criterion is falsi ability (Popper, 2013).
The latter is justi ed within the traditional classical comprehension of science when a fact
cannot be perceived without a theory, but do economists really need theories? A similar
question is asked by Dr. Rubinstein (Rubinstein2006):

Ihttps://www.govinfo.gov/content/pkg/CHRG-111hhrg57604/pdf/CHRG-111hhrg57604.pdf
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... have the impression that as economic theorists, we hope that regularities will
miraculously emerge from the formulas we write leisurely at our desks. Applied economists
often feel the need for a model before they mine data for a pattern or regularity. Do we
really need economic theory to nd these regularities? Would it not be better to go in the
opposite direction by observing the real world, whether through empirical or experimental



completely separate the object from the subject of the analysis. Testing a model in economics
is the same as testing the model of internal-combustion engine in physics by looking at how
many cars successfully drive on the streets. An interesting story typically creates causal
inference, but just as with fables, stories do not provide a manual for a good policy but
rather in uence culture. Consider another example: macroeconomists collate the aggregate
consumption in a country with income and proclaim that this relation proves the permanent
income hypothesis or the optimal path of consumption along the solution to consumers'
constrained optimization problem. These statements are logically correct, because a utility
function is an imaginary construct, which can be easily grounded on indirect evidence and
adjusted according to 57 (groundu)-3t



Aforementioned constants play a crucial role in understanding immanent di erences
between known matter and the society. In fact, only constants, not patterns of data, re ect
regularities, which Dr. Rubinstein talked about. Compare, for example, state-of-the-art
economic dynamic stochastic general equilibrium model (DSGE) pretending to describe
and explain all interactions in an economy and state-of-the-art physical Standard Model,






neoclassical economists to model an economy as a mechanistic system with its axioms, laws
and theorems. It is obvious that such analogies were inherited from the natural sciences of
that time, in particular classical physics. However, while anything in the world of matter

is created for some purpose, or an end to something, a society, let idealistically, is a kingdom
of ends, where every individual is an end to itself (Kant, 2013). This di erence is crucial

in understanding the impossibility of applying not just the same methods of research and
analysis to the society (as those used in natural sciences), but even approaching it from the
same ontological and epistemological perspective. Being an end to itself, an individual is
free in a sense of a bound necessity. This vital feature resurrects disregarded by neoclassical
economists innately and socially acquired characteristics of a human being language,
emotions, mentality, traditions, etc, which are most generally incorporated into discourse.
The analysis of discourse can reveal true conscious and subconscious motives and incentives
of people. Such an approach can be said to be grounded in Kant's ontology and corresponding
epistemology.

While Kant's ontology ts the social world much better than Newton's ontology, an
economic system is somewhere in between the realm of matter and psyche, because it is a
system of social interactions in regard to goods, which are produced from nature. Hence,
neither of the above ontologies can capture the unique characteristics of economies, where
some energy is transmitted into the society (according to the laws of thermodynamics), but
gets disturbed within it. Before becoming obsessed with utopian ideas of communism, Karl
Marx has seen this process as an interaction between use and exchange values (Marx, 1981).
Use value re ects the energy of a good, which is the result of labor exerted by nature and
people, while the exchange value is its market valuation. Just as the original ideas about
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