
【
A
rticle 】

M
a
n a

s M
a
ch
in
e
:T
h
e P

lig
h
t o
f
20

C
en
tu
ry E

co
n
o
m
ics

 
P
eter J.B

o
ettk

e,
C
h
risto

p
h
er J.C

o
y
n
e

 
a
n
d P

eter T
.L
eeso

n

 

I
 
In
tro

d
u
ctio

n
 

T
h
e g

rea
t A

u
stria

n eco
n
o
m
ist L

u
d
w
ig v

o
n

 
M
ises

 
tried

 
to
 
ca
p
tu
re
 
th
e
 
d
ifferen

ce
s

 
b
etw

een th
e n
a
tu
ra
l a
n
d h

u
m
a
n scien

ces w
ith

 
th
e
 
fo
llo
w
in
g
 
q
u
ip
:
Y
o
u
 
th
ro
w
 
a
 
ro
ck
 
in

 
w
a
ter,

it sin
k
s
;th

ro
w
 
a
 
stick

 
in
 
w
a
ter,

it
 

flo
a
ts
;b
u
t th

ro
w
 
a
 
m
a
n
 
in
to
 
w
a
ter,

a
n
d
 
h
e

 
m
u
st d

ecid
e to sin

k o
r sw

im
.”
M
ises w

a
s n
o
t

 
d
en
y
in
g
 
th
e
 
scien

tific
 
n
a
tu
re
 
o
f eco

n
o
m
ics

 
w
ith th

is ta
le o

f h
u
m
a
n v

o
litio

n
.
R
a
th
er,

h
e

 
w
a
s a
ttem

p
tin
g to g

et a
cro

ss to h
is a

u
d
ien
ce

 
th
e essen

tia
l d
efin

in
g ch

a
ra
cter o

f th
e h
u
m
a
n

 
scien

ces
―
w
e stu

d
y
 
m
a
n
 
w
ith
 
h
is p

u
rp
o
ses

 
a
n
d
 
p
la
n
s.
A
s F

ritz M
a
ch
lu
p
(1978)o

n
ce p

u
t

 
it,
eco

n
o
m
ics is lik

e th
e p

h
y
sica

l scien
ces to

 
th
e ex

ten
t th

a
t m

a
tter ca

n ta
lk
.

U
n
fo
rtu
n
a
tely

,
eco

n
o
m
ics in

 
th
e
20

cen
-

tu
ry p

ro
ceed

ed a
s th

o
u
g
h it d

id
n
’t m

a
tter th

a
t

 
th
e cen

tra
l fo

cu
s o

f th
e su

b
ject w

a
s h

u
m
a
n

 
a
cto

rs.
W
a
sn
’t it tru

e th
a
t th

e p
h
y
sica

l sci-

en
ces p

ro
g
ressed

 
w
h
en
 
p
u
rp
o
ses

 
a
n
d
 
p
la
n
s

 
w
ere strick

en fro
m
 
th
e a

n
a
ly
sis?

L
ig
h
ten

in
g

 
w
a
s n
o
t d
u
e to th

e a
n
g
er o

f th
e g
o
d
s,
b
u
t w

a
s

 
a resu

lt o
f p

h
y
sica

l p
ro
p
erties.

T
h
e p

u
rg
in
g

 
o
f a
n
th
ro
p
o
m
o
rp
h
ism
 
w
a
s a
p
p
ro
p
ria
te in th

e
 

p
h
y
sica

l scien
ces.

B
u
t th

e
 
p
u
rg
in
g
 
o
f m

a
n

 
fro
m
 
th
e h

u
m
a
n scien

ces resu
lts in th

e a
b
o
li-

tio
n o
f its su

b
ject m

a
tter.

T
h
e h
u
m
a
n elem

en
t

 
is elim

in
a
ted a

n
d rep

la
ced w

ith a
n a

 
u
tility

 
m
a
ch
in
e.
E
co
n
o
m
ics d

ev
elo
p
ed
 
a
 
th
eo
ry
 
o
f

 

th
e m

a
ch
in
e eco

n
o
m
y
,
b
u
t lo

st co
m
p
lete sig

h
t

 
o
f th

e h
u
m
a
n eco

n
o
m
y
.

T
h
e
 
m
a
ch
in
e
 
eco

n
o
m
y
 
h
a
s
 
tw
o
 
fea

tu
res

 
th
a
t a

d
d
ed
 
to
 
its a

ttra
ctiv

en
ess to

 
sch

o
la
rs

 
su
fferin

g fro
m
 
a
n in

ferio
rity co

m
p
lex in rela

-

tio
n
 
to
 
th
e
 
n
a
tu
ra
l scien

ces.
It
 
p
erm

itted
 

ex
p
licit m

o
d
elin

g in a w
a
y th

a
t h
u
m
a
n v

o
li-

tio
n
 
d
en
ies,

a
n
d
 
it
 
en
co
u
ra
g
ed
 
ca
lib
ra
ted

 
m
ea
su
rem

en
t o
f a
g
g
reg

a
te effects.M

o
d
el a

n
d

 
m
ea
su
re w

ere th
e h

a
llm

a
rk
s o

f scien
ce a

n
d

 
m
a
ch
in
e
 
eco

n
o
m
ics
 
en
a
b
led

 
eco

n
o
m
ists

 
to

 
p
u
rsu

e m
o
d
elin

g a
n
d m

ea
su
rin
g w

ith
o
u
t res-

erv
a
tio
n
.
O
f co

u
rse,

so
m
e eco

n
o
m
ists resisted

 
th
ese step

s
―
p
erh

a
p
s n
o
n
e a
s v
o
cifero

u
sly a

s
 

th
e A

u
stria

n eco
n
o
m
ists M

ises a
n
d H

a
y
ek
.

B
u
t th

e critics w
ere fo

r th
e m

o
st p

a
rt silen

-

ced
.
In th

is p
a
p
er,

w
e h

o
p
e to

 
h
ig
h
lig
h
t th

e
 

p
a
th
 
th
a
t eco

n
o
m
ic th

eo
ry
 
to
o
k
 
in
 
th
e
20

cen
tu
ry a

s a resu
lt o

f p
u
rg
in
g m

a
n
,
a
n
d th

en
 

su
g
g
est w

a
y
s to b

rin
g m

a
n b

a
ck to th

e cen
ter

 
o
f eco

n
o
m
ic a

n
a
ly
sis.

It is o
u
r co

n
ten

tio
n th

a
t th

e m
o
v
em
en
t in

 
eco

n
o
m
ic
 
th
in
k
in
g
 
is
 
co
m
p
o
sed

 
o
f
 
fo
u
r

 
co
m
p
etin

g v
isio

n
s.
F
u
rth
erm

o
re,

w
e co

n
ten

d
 

th
a
t o
n
ly o

n
e o

f th
ese v

isio
n
s is co

m
p
a
tib
le

 
w
ith a

n u
n
d
ersta

n
d
in
g o
f eco

n
o
m
ics th

a
t b
o
th

 
reco

g
n
izes th

e u
n
iv
ersa

l n
a
tu
re o

f eco
n
o
m
ic

 
tru
th
s a
n
d m

a
k
es h

u
m
a
n
ity th

e a
lp
h
a a

n
d th

e
 

o
m
eg
a o

f eco
n
o
m
ic th

in
k
in
g
.
T
h
is v

isio
n
,
o
u
r

 
first,

b
elo
n
g
s
 
to
 
th
e
 
p
red

o
m
in
a
n
tly
 
v
erb

a
l

 
eco

n
o
m
ic a

n
a
ly
sis o

f A
d
a
m
 
S
m
ith
,
N
ew
 
In
sti-

―
1
―



tu
tio
n
a
l E

co
n
o
m
ics,

a
n
d
 
th
e A

u
stria

n
 
tra
d
i-

tio
n
,
w
h
ich em

p
h
a
sizes th

e cen
tra
lity o

f a
ct-

in
g m

a
n in its stu

d
y a
n
d m

a
in
ta
in
s th

e u
n
iv
er-

sa
l n

a
tu
re
 
o
f
 
eco

n
o
m
ic
 
p
ro
p
o
sitio

n
s.

T
h
e

 
seco

n
d v

isio
n is th

a
t o
f H

isto
ricism

 
a
n
d O

ld
 

In
stitu

tio
n
a
lism

.
H
ere,

w
h
ile
 
th
e
 
m
o
d
e
 
o
f

 
ex
p
ressio

n is v
erb

a
l a
n
d th

e p
la
ce o

f h
u
m
a
n

 
a
cto

rs p
ro
m
in
en
t,
it is b

eliev
ed th

a
t eco

n
o
m
ic

 
tru
th
s
 
rev

ea
led

 
th
ro
u
g
h
 
stu
d
y
 
a
re
 
m
erely

 
particu

lar tru
th
s,
w
h
o
lly sp

ecific to tim
e a

n
d

 
p
la
ce.

T
h
e th

ird v
isio

n b
elo
n
g
s to th

e n
eo
cla
s-

sicism
 
o
f
20

cen
tu
ry eco

n
o
m
ics.

T
h
e h
u
m
a
n

 
elem

en
t is v

irtu
a
lly p

u
rg
ed fro

m
 
th
e a
n
a
ly
sis

 
a
n
d in its p

la
ce h

om
o econ

om
icu
s
,
th
e cy

b
o
rg

-lik
e o
p
tim

izer,
is su

b
stitu

ted
.B
eca

u
se a

ctin
g

 
m
a
n is co

n
sp
icu
o
u
sly a

b
sen

t fro
m
 
th
is v

isio
n

 
a
n
d th

e u
n
d
ersta

n
d
in
g a

b
o
u
t w

h
a
t co

n
stitu

tes
 

eco
n
o
m
ic
 
tru
th
 
sh
ifts

 
fro
m
 
u
n
d
ersta

n
d
in
g

 
m
a
n
 
to
 
g
en
era

tin
g
 
p
red

ictiv
e
 
p
o
w
er,

th
e

 
m
o
d
e o

f ex
p
o
sitio

n is p
u
rely a fo

rm
a
l o
n
e o

f
 

m
a
th
em
a
tica

l m
o
d
elin

g
 
a
n
d
 
sta
tistica

l test-

in
g
.
T
h
o
u
g
h m

a
n m

a
y b

e m
issin

g
,
b
eca

u
se o

f
 

th
e p

erceiv
ed b

elief in a u
n
iq
u
e eq

u
ilib

riu
m
,

d
eterm

in
ism

 
m
a
k
es p

o
ssib

le eco
n
o
m
ic la

w
s

 
u
n
iv
ersa

l in n
a
tu
re.

F
in
a
lly
,
th
e fo

u
rth v

isio
n

 
p
resen

ts a so
rt o

f h
y
b
rid b

etw
een th

e p
rev

i-

o
u
s tw

o stra
n
d
s o

f th
o
u
g
h
t.
In th

e w
a
k
e o

f
 

th
e F

o
lk T

h
eo
rem

 
a
n
d th

e n
o
tio
n o

f m
u
ltip

le
 

eq
u
ilib

ria
,
th
is v

isio
n
 
m
a
in
ta
in
s th

e
 
fo
rm
a
l

 
a
n
a
ly
sis o

f o
u
r th

ird v
isio

n b
u
t d
isca

rd
s th

e

 

n
o
tio
n
 
th
a
t eco

n
o
m
ic tru

th
s a

re n
ecessa

rily
 

u
n
iv
ersa

l tru
th
s.
In th

is v
isio

n
,
a
s in th

e th
ird
,

ro
b
o
tic rea

ctio
n d

o
m
in
a
tes th

e a
n
a
ly
sis a

n
d

 
a
ctin

g m
a
n is releg

a
ted to th

e sid
elin

es.
T
h
e

 
fo
u
r v
isio

n
s o
u
tlin

ed a
b
o
v
e a
n
d th

eir rela
tio
n
-

sh
ip
s to o

n
e a

n
o
th
er a

re p
resen

ted b
elo
w
 
in

 
F
ig
u
re
1.

II
 
T
h
e P

rim
a
cy o

f M
a
n

 
F
o
r S

m
ith a

n
d h

is co
n
tem

p
o
ra
ries,

a
ctin

g
 

m
a
n
 
w
a
s a

t th
e
 
cen

ter o
f eco

n
o
m
ic
 
stu
d
y
.

T
h
is is p

a
rtly th

e resu
lt o

f th
eir co

n
cern w

ith
 

w
h
a
t th

ey
 
u
n
d
ersto

o
d
 
to
 
b
e th

e m
o
ra
l rele-

v
a
n
ce
 
o
f
 
ex
ch
a
n
g
e
 
a
ctiv

ities,
w
h
ich

 
th
ey

 
v
iew

ed
 
a
s in

ex
trica

b
ly
 
lin
k
ed
 
to
 
a
n
 
u
n
d
er-

sta
n
d
in
g
 
o
f m

a
rk
et b

eh
a
v
io
r.
N
o
n
eth

eless,

th
is em

p
h
a
sis o

n m
a
n a

s th
e u
ltim

a
te su

b
ject

 
m
a
tter o

f eco
n
o
m
ics w

a
s
 
b
o
rn
e
 
o
u
t o

f a
n

 
a
p
p
recia

tio
n
 
th
a
t
 
a
ll eco

n
o
m
ic
 
a
ctiv

ity
 
is

 
u
ltim

a
tely

 
th
e
 
a
ctiv

ity
 
o
f fa

llib
le,

crea
tiv
e,

a
n
d
 
ch
o
o
sin
g
 
a
cto

rs.
F
o
r
 
eco

n
o
m
ists

 
o
f

 
S
m
ith
’s a

g
e,
eco

n
o
m
ic tru

th w
a
s to b

e fo
u
n
d

 
in
 
ex
p
lo
rin
g
 
th
e m

o
tiv
a
tio
n
s a

n
d
 
o
u
tco

m
es,

b
o
th
 
in
ten

d
ed
 
a
n
d
 
u
n
in
ten

d
ed
,
o
f
 
h
u
m
a
n

 
a
ctio

n
.
O
w
in
g to th

is em
p
h
a
sis o

n th
e u
n
iq
u
e-

ly
 
h
u
m
a
n
 
elem

en
t o

f eco
n
o
m
ics,

eco
n
o
m
ic

 
tru
th
s,
S
m
ith a

n
d h

is co
h
o
rts b

eliev
ed
,
w
ere

 
n
ecessa

rily u
n
iv
ersa

l in n
a
tu
re.

S
o
m
e n
a
tio
n
s

 
w
ere rich w

h
ile o

th
ers w

ere p
o
o
r n
o
t b
eca

u
se

 
o
f u

n
iq
u
e g

eo
g
ra
p
h
y
,
rela

tiv
e a

b
u
n
d
a
n
ce o

f
 

reso
u
rces,

o
r seren

d
ip
ity
 
o
f h

isto
rica

l tim
e,

b
u
t b
eca

u
se so

m
e n

a
tio
n
s p

u
rsu

ed p
o
lices o

f
 

ea
sy
 
ta
x
es,

a
 
fa
ir a

d
m
in
istra

tio
n
 
o
f ju

stice,

a
n
d
 
a
 
p
riv
a
te
 
p
ro
p
erty

 
o
rd
er co

n
d
u
civ
e
 
to

 
w
ea
lth w

h
ile o

th
ers d

id n
o
t.

In th
e ey

es o
f

 
so
m
eo
n
e
 
lik
e
 
S
m
ith
,
th
is
 
w
a
s
 
a
s
 
tru
e
 
fo
r

 
E
n
g
la
n
d a

s it w
a
s fo

r A
frica

.
F
u
rth
erm

o
re,

th
e m

o
d
e o

f ex
p
ressin

g
 
th
ese tru

th
s w

a
s a

 
v
erb

a
l
 
o
n
e.

A
lth
o
u
g
h
 
th
e
 
tech

n
o
lo
g
ies

 
o
f

 
m
o
d
ern m

a
th
em
a
tica

l a
n
d sta

tistica
l m

o
d
el-

in
g w

ere la
rg
ely u

n
a
v
a
ila
b
le to eco

n
o
m
ists o

f
 

th
e
18

a
n
d
19

cen
tu
ries,

fro
m
 
th
e w

ritin
g
s
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o
f S

m
ith
 
w
e ca

n
 
in
fer th

a
t th

is
‘co
n
stra

in
t’

w
a
s rea

lly n
o co

n
stra

in
t a
t a
ll.
H
is fo

cu
s o

n
 

th
e d
y
n
a
m
ic n

a
tu
re o

f m
a
n a

n
d m

a
rk
et a

ctiv
-

ities w
a
s in h

is m
in
d b

o
th b

est ex
p
ressed a

n
d

 
u
n
d
ersto

o
d in p

la
in la

n
g
u
a
g
e.
T
h
u
s,
it is n

o
t

 
a
t a

ll a
p
p
a
ren

t th
a
t,
h
a
d
 
th
e
 
fo
rm
a
l to

o
ls

 
a
v
a
ila
b
le to eco

n
o
m
ists to

d
a
y b

een a
v
a
ila
b
le

 
to
 
S
m
ith
 
a
n
d
 
h
is co

n
tem

p
o
ra
ries,

th
a
t th

ey
 

w
o
u
ld h

a
v
e a

ctu
a
lly em

p
lo
y
ed th

em
.

T
h
e
19

cen
tu
ry
 
in
 
eco

n
o
m
ic
 
th
o
u
g
h
t

 
sa
w
 
th
e
 
rise

 
o
f h

isto
ricism

,
p
a
rticu

la
rly
 
a
s

 
m
a
n
ifested in th

e eco
n
o
m
ics o

f th
e G

erm
a
n

 
H
isto

rica
l
 
S
ch
o
o
l.
A
lth
o
u
g
h
 
th
ese

 
eco

n
o
-

m
ists,

lik
e
 
S
o
m
b
a
rt o

r
 
S
ch
m
o
ller,

p
u
t th

e
 

h
u
m
a
n
 
elem

en
t a

t th
e
 
cen

ter
 
o
f eco

n
o
m
ic

 
stu
d
y
 
a
n
d
 
co
n
seq

u
en
tly

 
em
p
lo
y
ed
 
v
erb

a
l

 
m
eth

o
d
s o

f a
n
a
ly
sis,

fo
r th

em
 
th
e n

o
tio
n o

f
 

u
n
iv
ersa

l eco
n
o
m
ic
 
tru
th
s
 
w
a
s
 
ch
im
erica

l.

T
h
e
‘eco

n
o
m
ic la

w
s’
effectiv

e in G
erm

a
n
y in

 
th
e
19

cen
tu
ry w

ere p
recisely th

a
t
―
tru
th
s

 
sp
ecific

 
to
 
th
e
 
p
eo
p
le
 
o
f
19

cen
tu
ry
 
G
er-

m
a
n
y
.
O
ld in

stitu
tio
n
a
l eco

n
o
m
ics la

ter em
er-

g
ed w

ith a sim
ila
r a

p
p
ro
a
ch to th

e stu
d
y o

f
 

eco
n
o
m
ics.

M
a
n w

a
s cen

tra
l to th

e a
n
a
ly
sis

 
b
u
t th

e u
n
iv
ersa

lity o
f eco

n
o
m
ic tru

th
s w

a
s

 
n
o
t.C
o
n
tra h

isto
ricism

,
eco

n
o
m
ists in th

e tra
d
i-

tio
n
 
o
f
 
th
e
 
A
u
stria

n
 
S
ch
o
o
l su

ch
 
a
s
 
C
a
rl

 
M
en
g
er (1871),

L
u
d
w
ig
 
v
o
n
 
M
ises (1949)a

n
d

 
F
.A
.
H
a
y
ek
(1948),

em
p
h
a
sized

 
th
e p

rim
a
cy

 
o
f
 
m
a
n
 
in
 
th
e
 
v
ein

 
o
f
 
A
d
a
m
 
S
m
ith
.
A
s

 
M
en
g
er a

rg
u
ed
,
m
a
n
,
w
ith h

is n
eed

s a
n
d h

is
 

co
m
m
a
n
d
 
o
f th

e
 
m
ea
n
s to

 
sa
tisfy

 
th
em
,
is

 
h
im
self th

e p
o
in
t a
t w

h
ich h

u
m
a
n eco

n
o
m
ic

 
life b

o
th b

eg
in
s a
n
d en

d
s” (［

1871］
1981,

108).

T
h
e eco

n
o
m
ist,

q
u
a m

a
n
,
is th

e su
b
ject o

f h
is

 
o
w
n stu

d
y
.
In th

is sen
se th

e h
u
m
a
n scien

ces
 

p
o
ssess a

n
 
a
d
v
a
n
ta
g
e o

v
er th

e p
h
y
sica

l sci-

en
ces.

B
eca

u
se
 
o
f th

is u
n
iq
u
e
 
p
o
sitio

n
,
th
e

 
h
u
m
a
n scien

ces a
re a

b
le to k

n
o
w
 
th
e u
ltim

a
te

 
ca
u
se
 
o
f
 
p
h
en
o
m
en
a
―
m
a
n
 
th
e
 
ch
o
o
ser.

T
h
is en

a
b
les th

e scien
ces o

f h
u
m
a
n a

ctio
n to

 

p
u
rsu

e
 
th
e
 
lo
g
ic
 
o
f
 
ca
u
se
 
a
n
d
 
effect.

A
s

 
H
a
y
ek
 
sta
ted

:
W
e th

u
s a

lw
a
y
s su

p
p
lem

en
t

 
w
h
a
t
 
w
e
 
a
ctu

a
lly
 
see

 
o
f
 
a
n
o
th
er
 
p
erso

n
’s

 
a
ctio

n b
y p
ro
jectin

g in
to th

a
t p
erso

n a sy
stem

 
o
f cla

ssifica
tio
n
 
o
f o

b
jects w

h
ich
 
w
e k

n
o
w
,

n
o
t fro

m
 
o
b
serv

in
g o

th
er p

eo
p
le,
b
u
t b
eca

u
se

 
it is in term

s o
f th

ese cla
sses th

a
t w

e th
in
k

 
o
u
rselv

es” (［
1948］

1980,
63).

F
o
r th

e
 
A
u
s-

tria
n
s,
p
recisely w

h
a
t m

a
k
es eco

n
o
m
ics d

if-

feren
t fro

m
 
o
th
er scien

ces is th
a
t it d

ea
ls

 
w
ith
 
p
u
rp
o
sefu

l a
cto

rs.
T
h
e
 
im
p
o
rta
n
ce
 
o
f

 
tim

e,
u
n
certa

in
ty
,
a
n
d
 
lea
rn
in
g
 
a
re
 
a
ll em

-

p
h
a
sized

,
a
s th

ese a
re th

e co
n
d
itio

n
s n

eces-

sa
ry fo

r h
u
m
a
n ch

o
ice,

a
n
d w

ith w
h
ich rea

l
 

w
o
rld m

a
n m

u
st co

n
sta
n
tly co

p
e.
T
o ig

n
o
re

 
th
ese issu

es o
r m

o
v
e th

em
 
to th

e b
a
ck
g
ro
u
n
d

 
o
f eco

n
o
m
ic a

n
a
ly
sis is to p

u
rg
e th

e p
ecu

lia
r-

ly h
u
m
a
n elem

en
t th

a
t eco

n
o
m
ics m

u
st co

n
-

cern
 
itself w

ith
.
T
h
e
 
w
o
rld
 
co
n
fro
n
ts m

a
n

 
w
ith
 
u
n
cea

sin
g
 
ch
a
n
g
e.

T
h
ere

 
is
 
n
o
th
in
g

 
sta
tic o

r n
ea
t a
b
o
u
t m

a
n
’s a

ttem
p
ts to rea

lize
 

h
is
 
en
d
s.

W
h
ile
 
co
m
p
a
ra
tiv
e
 
sta
tics

 
m
a
y

 
p
ro
v
id
e a u

sefu
l m

o
d
el fo

r ex
p
la
in
in
g
 
so
m
e

 
o
b
serv

ed b
eh
a
v
io
r,
a
t its ro

o
t,
sta
tic a

n
a
ly
sis

 
ig
n
o
res th

e d
y
n
a
m
ic p

ro
cesses th

a
t a
re in

ex
-

trica
b
ly
 
lin
k
ed
 
to
 
m
a
n
’s a

ttem
p
ts to

 
b
etter

 
h
is p

o
sitio

n
.
T
h
is reco

g
n
itio

n
 
o
f th

e im
p
o
r-

ta
n
ce o

f p
ro
cesses a

s ch
a
ra
cterizin

g th
e eco

-

n
o
m
ic
 
w
o
rld
 
o
f rea

l h
u
m
a
n
 
a
cto

rs
 
fu
rth
er

 
h
ig
h
lig
h
ts th

e cen
tra
lity o

f co
n
scio

u
s,
p
u
rp
o
-

siv
e a

g
en
ts in th

e A
u
stria

n fra
m
ew
o
rk
.
In a

 
w
o
rld o

f d
y
n
a
m
ic ch

a
n
g
e,
so
m
eth

in
g m

u
st b

e
 

d
riv
in
g
 
th
e
 
m
o
v
em
en
ts
―
a
n
 
u
n
d
ersta

n
d
in
g

 
o
f th

e m
a
rk
et a

s a p
ro
cess req

u
ires a crea

to
r

 
o
f ch

a
n
g
e.
T
h
is g

en
era

to
r o

f ch
a
n
g
e is th

e
 

crea
tiv
e
 
im
a
g
in
a
tio
n
 
o
f
 
th
e
 
en
trep

ren
eu
r,

w
h
o in h

is a
ttem

p
t to ea

rn p
ro
fits a

n
d a

v
o
id

 
lo
sses,

d
riv
es th

e m
a
rk
et p

ro
cess.

T
h
u
s a
t th

e
 

fo
u
n
d
a
tio
n
 
o
f th

e A
u
stria

n
 
a
p
p
ro
a
ch
 
is th

e
 

en
trep

ren
eu
ria
l elem

en
t in h

u
m
a
n a
ctio

n
.
A
s

 
M
ises p

o
in
ts o

u
t,

T
h
is fu

n
ctio

n
 
is n

o
t th

e
 

p
a
rticu

la
r
 
fea

tu
re
 
o
f
 
a
 
p
a
rticu

la
r
 
sp
ecia

l

 

M
a
n a

s M
a
ch
in
e
:T
h
e P

lig
h
t o
f
20

C
en
tu
ry E

co
n
o
m
ics

―
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g
ro
u
p o

r cla
ss o

f m
en
;it is in

h
eren

t in ev
ery

 
a
ctio

n
 
a
n
d
 
b
u
rd
en
s ev

ery
 
a
cto

r …
T
h
e
 
term

 
en
trep

ren
eu
r...m

ea
n
s
:a
ctin

g m
a
n ex

clu
siv
ely

 
seen fro

m
 
th
e a
sp
ect o

f th
e u
n
certa

in
ty in

h
er-

en
t in ev

ery a
ctio

n
” (1949,

252-3).

E
co
n
o
m
ic d

ecisio
n
 
m
a
k
ers d

o
 
n
o
t sim

p
ly

 
rea

ct to g
iv
en d

a
ta a

n
d a

llo
ca
te th

eir sca
rce

 
m
ea
n
s
 
to
 
rea

lize
 
g
iv
en
 
en
d
s.

T
h
e
 
en
tre-

p
ren

eu
ria
l elem

en
t in

 
h
u
m
a
n
 
a
ctio

n
 
en
ta
ils

 
th
e d

isco
v
ery o

f n
ew
 
d
a
ta a

n
d in

fo
rm
a
tio
n
;

d
isco

v
erin

g
 
a
n
ew
 
ea
ch
 
d
a
y
 
n
o
t
 
o
n
ly
 
th
e

 
a
p
p
ro
p
ria
te m

ea
n
s,
b
u
t th

e en
d
s th

a
t a
re to

 
b
e p

u
rsu

ed
(K
irzn

er
1973,

30-87).
M
o
reo

v
er,

th
e a

b
ility to sp

o
t ch

a
n
g
es in in

fo
rm
a
tio
n is

 
n
o
t lim

ited to a selectiv
e g

ro
u
p o

f a
g
en
ts
―

a
ll a

g
en
ts
 
p
o
ssess

 
th
e
 
ca
p
a
city

 
to
 
d
o
 
so
.

E
n
trep

ren
eu
ria
l d

isco
v
eries a

re
 
rea

liza
tio
n
s

 
o
f ex

 
p
o
st erro

rs m
a
d
e
 
b
y
 
m
a
rk
et p

a
rtici-

p
a
n
ts w

h
ich
 
eith

er ca
u
sed

 
th
em
 
to
 
b
e,
ex
-

a
n
te,

o
v
er o

r u
n
d
er p

essim
istic in th

eir ex
p
ec-

ta
tio
n
s.
T
h
e ex

isten
ce o

f erro
r p
ro
v
id
es sco

p
e

 
fo
r p

ro
fit o

p
p
o
rtu
n
ities th

a
t a
cto

rs ca
n rea

l-

ize if th
ey m

o
v
e in a d

irectio
n less erro

n
eo
u
s

 
th
a
n b

efo
re.

T
h
e A

u
stria

n a
p
p
recia

tio
n o

f th
e p

rim
a
cy

 
o
f m

a
n in eco

n
o
m
ic a

n
a
ly
sis d

o
es n

o
t d
a
m
p
en

 
th
e
 
u
n
iv
ersa

lity
 
o
f
 
eco

n
o
m
ic
 
tru
th
s.
H
o
w
-

ev
er,

g
iv
en
 
th
e
 
co
m
p
lex

ity
 
o
f
 
th
e
 
h
u
m
a
n

 
p
red

ica
m
en
t,
n
a
tu
ra
l la

n
g
u
a
g
e is fa

r b
etter

 
su
ited

 
th
a
n
 
fo
rm
a
lism

 
fo
r
 
co
n
v
ey
in
g
 
th
ese

 
tru
th
s.
A
lth
o
u
g
h
 
th
e p

a
rticu

la
r en

d
s so

u
g
h
t

 
a
n
d
 
m
ea
n
s
 
em
p
lo
y
ed
 
v
a
ry
 
a
m
o
n
g
 
p
eo
p
le,

p
la
ces a

n
d
 
tim

e,
p
u
rp
o
sefu

l b
eh
a
v
io
r in

 
th
e

 
m
o
st g

en
era

l sen
se is itself a

n
 
o
m
n
ip
resen

t
 

fea
tu
re
 
o
f
 
th
e
 
w
o
rld
.
T
h
u
s,

a
lth
o
u
g
h
 
th
e

 
a
p
p
lica

b
ility o

f p
a
rticu

la
r la

w
s o
f eco

n
o
m
ics

 
d
eriv

ed
 
fro
m
 
th
e
 
sta
rtin

g
 
p
o
in
t o

f h
u
m
a
n

 
a
ctio

n
 
w
ill v

a
ry
 
fro
m
 
p
la
ce
 
to
 
p
la
ce,

th
eir

 
tru
th
-v
a
lu
e is u

n
iv
ersa

l.
T
h
e u

n
iv
ersa

lity o
f

 
p
u
rp
o
sefu

l h
u
m
a
n b

eh
a
v
io
r b
eg
ets th

e u
n
iv
er-

sa
lity o

f th
e eco

n
o
m
ic tru

th
s th

a
t ex

p
la
in th

is
 

b
eh
a
v
io
r.
E
co
n
o
m
ics
 
ca
n
 
ex
p
la
in
 
th
e
 
ten

-

d
en
cies a

n
d
 
d
irectio

n
 
o
f ch

a
n
g
e,
ev
en
 
if it

 
ca
n
n
o
t ex

p
licitly m

o
d
el o

r m
ea
su
re th

e sta
tis-

tica
l sig

n
ifica

n
ce o

f ch
a
n
g
e.

III
 
P
u
rg
in
g
 
th
e
 
H
u
m
a
n
 
E
lem

en
t ：

T
h
e

 
R
ise o

f N
eo
cla
ssicism

A
s th

e
20

cen
tu
ry
 
p
ro
g
ressed

,
th
e
 
id
ea

 
th
a
t eco

n
o
m
ics sh

o
u
ld striv

e fo
r q
u
a
n
tita

tiv
e

 
la
w
s
 
a
n
d
 
p
red

ictiv
e
 
ca
p
a
city

 
g
a
in
ed
 
h
o
ld
.

T
h
is
 
w
a
s
 
p
a
rtly

 
a
 
resu

lt o
f a

n
 
in
crea

sin
g

 
n
u
m
b
er o

f m
a
th
em
a
tica

l a
n
d sta

tistica
l to

o
ls

 
th
a
t a

p
p
ea
red

 
to
 
m
a
k
e
 
th
is
 
p
o
ssib

le.
A
n
d

 
certa

in
ly a

s th
e so

p
h
istica

tio
n o

f co
m
p
u
tin
g

 
tech

n
o
lo
g
y g

rew
 
a
n
d its co

st fell,
m
o
re eco

n
o
-

m
ists m

a
d
e u

se o
f th

ese to
o
ls in

 
th
eir a

n
a
-

ly
ses.

T
h
e id

ea to
o
k h

o
ld in eco

n
o
m
ic th

in
k
-

in
g
 
th
a
t eco

n
o
m
ic
 
tru
th
 
co
u
ld
 
b
est b

e
 
d
is-

co
v
ered v

ia th
e q

u
a
n
tita

tiv
e a

p
p
ro
a
ch o

f th
e

 
n
a
tu
ra
l scien

ces.
T
o b

e su
re,

w
ith th

e a
id o

f
 

m
a
th
em
a
tics,

th
e
 
n
a
tu
ra
l scien

ces h
a
d
 
su
c-

ceed
ed in p

ro
g
ressin

g a
t a ra

te m
u
ch fa

ster
 

th
a
n its sister so

cia
l scien

ces.
T
h
u
s it is n

o
t

 
a
lto
g
eth

er
 
im
p
o
ssib

le
 
to
 
u
n
d
ersta

n
d
 
w
h
y

 
m
a
n
y in th

e eco
n
o
m
ics p

ro
fessio

n lo
o
k
ed to

 
th
e m

eth
o
d a
n
d a
p
p
ro
a
ch o

f th
e h
a
rd scien

ces
 

a
s a g

u
id
e.

N
eo
cla
ssica

l eco
n
o
m
ists to

o
k th

e o
p
p
o
rtu
-

n
ity
 
to
 
in
crea

sin
g
ly
 
in
tro
d
u
ce
 
fo
rm
a
listic

 
to
o
ls fro

m
 
th
e n
a
tu
ra
l scien

ces to eco
n
o
m
ics.

O
n a th

eo
retica

l fro
n
t,
th
e cro

w
n
in
g a

ch
iev
e-

m
en
t o

f th
is effo

rt w
a
s th

e d
ev
elo
p
m
en
t o

f
 

g
en
era

l
 
eq
u
ilib

riu
m
 
th
eo
ry
,
fo
rm
a
lized

 
b
y

 
A
rro

w
,
H
a
h
n a

n
d D

eb
reu

.
T
h
ese eco

n
o
m
ists

 
a
n
d th

eir co
h
o
rts a

rticu
la
ted th

e m
a
th
em
a
ti-

ca
l co

n
d
itio

n
s u

n
d
er w

h
ich
 
a
 
d
eterm

in
istic

 
eq
u
ilib

riu
m
 
fo
r
 
th
e
 
en
tire

 
eco

n
o
m
y
 
w
o
u
ld

 
h
o
ld
.
B
y so

lv
in
g a co

m
p
lex sy

stem
 
o
f sim

u
lta
-

n
eo
u
s eq

u
a
tio
n
s,
th
ey w

ere a
b
le to d

escrib
e a

 
g
en
era

l
 
eq
u
ilib

riu
m
.
In
 
th
e
 
w
a
k
e
 
o
f
 
th
is

 
a
ch
iev
em
en
t,
th
e w

ell -k
n
o
w
n
 
first a

n
d
 
sec-

o
n
d th

eo
rem

s o
f w

elfa
re eco

n
o
m
ics w

ere a
lso

 
fo
rg
ed
.
T
h
is
 
in
 
tu
rn
 
led

 
eco

n
o
m
ists

 
lik
e

―
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S
a
m
u
elso

n a
n
d o

th
ers to crea

te th
e n
o
tio
n o

f
 

a so
cia
l w

elfa
re fu

n
ctio

n a
n
d w

ith it th
e field

 
o
f m

o
d
ern

 
w
elfa

re
 
eco

n
o
m
ics.

N
eo
cla
ssica

l
 

eco
n
o
m
ists m

a
d
e n

o b
o
n
es a

b
o
u
t th

e u
n
iv
er-

sa
lity

 
o
f g

en
era

l eq
u
ilib

riu
m
,
th
e
 
first a

n
d

 
seco

n
d w

elfa
re th

eo
rem

s,
o
r th

e im
p
lica

tio
n
s

 
o
f th

e b
u
rg
eo
n
in
g field o

f w
elfa

re eco
n
o
m
ics.

F
o
r th

e
 
m
o
st p

a
rt,

th
ese

‘eco
n
o
m
ic
 
tru
th
s’

w
ere m

a
th
em
a
tica

l o
n
es
―
th
u
s,
th
e q
u
estio

n
 

o
f th

eir u
n
iv
ersa

lity w
a
s rea

lly n
o q
u
estio

n a
t

 
a
ll.
E
co
n
o
m
ic la

w
s d
eriv

ed th
is w

a
y h

a
v
e a

s
 

m
u
ch u

n
iv
ersa

lity a
s th

e m
a
th
em
a
tica

l tru
th
s

 
th
a
t co

m
p
o
se th

em
.

M
u
ch o

f th
is
‘scien

tific p
ro
g
ress’in n

eo
cla
s-

sica
l eco

n
o
m
ics,

h
o
w
ev
er,

ca
m
e a

t a
 
p
rice.

M
o
re sp

ecifica
lly
,
th
e h
u
m
a
n elem

en
t b
eca

m
e

 
less a

n
d less cen

tra
l to th

e n
eo
cla
ssica

l co
n
-

cep
tio
n o

f eco
n
o
m
ic a

ctiv
ity
.
In th

e g
en
era

l
 

eq
u
ilib

riu
m
 
fra
m
ew
o
rk
,
fo
r in

sta
n
ce,

w
h
ere

 
th
ere a

re a
n in

fin
ite n

u
m
b
er o

f a
g
en
ts a

ll o
f

 
w
h
o
m
 
a
re p

rice ta
k
ers,

w
h
o ch

a
n
g
es th

e p
rice

 
to en

a
b
le th

e m
a
rk
et to clea

r?
T
h
e a
n
sw
er o

f
 

n
eo
cla
ssica

l
 
eco

n
o
m
ists

 
is
 
th
e
 
fic
tio
n
a
l

‘W
a
lra
sia
n
 
a
u
ctio

n
eer.’

B
u
t
 
th
is
 
a
n
sw
er

 
m
isses th

e cru
x
 
o
f o
u
r sim

p
le q

u
estio

n
.
T
h
e

 
fictio

n
a
l
‘W
a
lra
sia
n
 
a
u
ctio

n
eer’

is fictio
n
a
l.

H
e certa

in
ly h

a
s n

o co
u
n
terp

a
rt in

 
th
e rea

l
 

w
o
rld
 
o
f a

ctin
g
 
m
a
n
,
so
 
h
o
w
 
d
o
es g

en
era

l
 

eq
u
ilib

riu
m
 
a
n
a
ly
sis
 
en
a
b
le
 
u
s
 
to
 
b
etter

 
u
n
d
ersta

n
d th

e rea
l w

o
rld o

f rea
l m

en
?
In th

e
 

rea
l w

o
rld
,
m
a
rk
et p

a
rticip

a
n
ts a

ctiv
ely p

u
r-

su
in
g
 
th
eir in

terests m
a
k
e p

rice
 
o
ffers a

n
d

 
refu

sa
ls,

th
e in

tera
ctio

n o
f w

h
ich u

ltim
a
tely

 
g
en
era

tes
 
th
e
 
m
a
rk
et -clea

rin
g
 
p
rice.

T
h
is

 
p
ro
cess

 
ta
k
es
 
p
la
ce
 
in
 
tim

e
 
a
n
d
 
is
 
h
ig
h
ly

 
im
p
erfect.

W
h
ere th

o
u
g
h d

o tim
e a

n
d im

p
er-

fectio
n
 
p
la
y
 
a
 
ro
le
 
in
 
g
en
era

l eq
u
ilib

riu
m

 
a
n
a
ly
sis?

S
im
ila
rly
,
in th

e g
en
era

l eq
u
ilib

riu
m
 
w
o
rld
,

th
e fictio

n
a
l
‘W
a
lra
sia
n a

u
ctio

n
eer’

d
o
es n

o
t

 
p
erm

it a
n
y fa

lse tra
d
in
g
,
b
u
t th

is is clea
rly

 
n
o
t th

e ca
se in th

e rea
l w

o
rld
.
T
h
e rea

l w
o
rld

 

is
 
p
o
p
u
la
ted

 
b
y
 
ig
n
o
ra
n
t
 
a
cto

rs
 
w
h
o
 
fa
ce

 
u
n
certa

in
ty a

n
d m

a
k
e m

ista
k
es.

T
h
is fea

tu
re

 
o
f m

a
rk
ets m

a
d
e p
o
ssib

le b
y h

u
m
a
n a

cto
rs is

 
critica

l to
 
a
n
 
u
n
d
ersta

n
d
in
g
 
o
f
 
th
e
 
a
ctu

a
l

 
m
a
rk
et p

ro
cess,

b
u
t rem

a
in
s a

b
sen

t in
 
th
e

 
g
en
era

l eq
u
ilib

riu
m
 
fra
m
ew
o
rk
.
In
 
g
en
era

l
 

eq
u
ilib

riu
m
 
a
n
a
ly
sis,

it is a
s th

o
u
g
h p

recisely
 

th
e
 
fea

tu
res

 
th
a
t
 
m
a
k
e
 
m
a
n
 
h
u
m
a
n
 
a
re

 
a
ssu

m
ed
 
a
w
a
y
 
o
r
 
sw
ep
t u

n
d
er
 
th
e
 
ru
g
 
b
y

 
em
p
lo
y
in
g
 
th
e fictio

n
a
l
‘W
a
lra
sia
n
 
a
u
ctio

n
-

eer.
’
In th

e tim
eless w

o
rld o

f g
en
era

l eq
u
ilib

-

riu
m
 
th
ere ca

n b
e n
o p

ro
cess,

n
o
‘h
o
w
 
w
e g
et

 
fro
m
 
h
ere to th

ere,
’
b
u
t ra

th
er ju

st
‘h
ere’

a
n
d

‘th
ere’.

T
o m

a
k
e th

e h
u
m
a
n elem

en
t cen

tra
l

 
to
 
eco

n
o
m
ic
 
a
n
a
ly
sis,

h
o
w
ev
er,

m
ea
n
s
 
to

 
ex
p
lo
re
 
th
e
 
p
ro
cess

 
th
a
t
 
h
u
m
a
n
 
a
cto

rs
 

en
g
a
g
e
 
in
 
a
s
 
th
ey
 
a
ttem

p
t to

 
b
etter

 
th
eir

 
situ

a
tio
n
s.

S
im
p
ly
 
d
escrib

in
g
 
a
cto

rs’
sta
rt

 
sta
tes a

n
d
 
th
e en

d
 
sta
tes th

a
t w

o
u
ld
 
resu

lt
 

w
ere th

ey a
b
le to a

ch
iev
e th

eir en
d
s ig

n
o
res

 
p
recisely th

e p
ro
cess o

f m
o
v
em
en
t th

a
t eco

-

n
o
m
ics n

eed
s to ex

p
la
in
.

A
 
k
ey elem

en
t o
f th

e n
eo
cla
ssica

l resea
rch

 
effo

rt d
escrib

ed a
b
o
v
e,
is th

e ex
a
m
in
a
tio
n o

f
 

co
m
p
a
ra
tiv
e
 
sta
tics

 
a
s
 
a
 
m
ea
n
s
 
to
 
u
n
d
er-

sta
n
d
in
g
 
th
e
 
w
elfa

re
 
a
n
d
 
efficien

cy
 
p
ro
p
-

erties o
f eco

n
o
m
ic o

u
tco

m
es u

n
d
er v

a
ry
in
g

 
co
n
d
itio

n
s.
T
h
is en

d
ea
v
o
r,
h
o
w
ev
er,

la
rg
ely

 
ig
n
o
red th

e ro
le o

f a
ctin

g m
a
n in eco

n
o
m
ic

 
a
n
a
ly
sis.

T
h
e S

a
m
u
elso

n
-B
erg

so
n so

cia
l w

el-

fa
re
 
fu
n
ctio

n
,
w
h
ich

 
w
a
s
 
to
 
rep

resen
t th

e
 

a
g
g
reg

a
te p

referen
ces o

f a
ll m

em
b
ers o

f so
ci-

ety
,
d
ea
lt w

ith in
d
iv
id
u
a
ls in su

ch a
n a

b
stra

ct
 

w
a
y
 
a
s to

 
v
irtu

a
lly
 
p
u
rg
e
 
th
em
 
co
m
p
letely

 
fro
m
 
th
e a
n
a
ly
sis.

R
a
th
er th

a
n u

n
d
ersta

n
d
in
g

 
h
u
m
a
n p

referen
ces a

s th
e co

n
sta
n
tly
 
ch
a
n
g
-

in
g
,
im
m
ea
su
ra
b
le a

n
d
 
crea

tiv
e p

ro
d
u
cts o

f
 

ch
o
ice

 
a
n
d
 
d
ecisio

n
 
m
a
k
in
g
,
n
eo
cla
ssica

l
 

w
elfa

re eco
n
o
m
ics trea

ted th
em
 
a
s th

e h
o
m
o
-

g
en
eo
u
s,

sta
tic
 
o
u
tco

m
es
 
o
f
 
d
eterm

in
istic

 
a
ssu

m
p
tio
n
s.

In
 
a
 
sen

se,
th
e
 
n
eo
cla
ssica

l
 

n
o
tio
n
 
o
f w

elfa
re
 
eco

n
o
m
ics
 
d
iv
o
rced

 
eco

-
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M
a
n a

s M
a
ch
in
e
:T
h
e P

lig
h
t o
f
20

C
en
tu
ry E

co
n
o
m
ics



 

n
o
m
ics fro

m
 
m
a
n
.
In lig

h
t o
f A

rro
w
’s im

p
o
s-

sib
ility

 
th
eo
rem

,
it b

eca
m
e u

n
clea

r in
 
w
h
a
t

 
w
a
y th

e co
n
stru

ctio
n o

f a so
cia
l w
elfa

re fu
n
c-

tio
n
 
w
a
s ev

en
 
m
ea
n
in
g
fu
l,
b
u
t th

is d
id
 
n
o
t

 
p
rev

en
t m

a
n
y
 
n
eo
cla
ssica

l eco
n
o
m
ists fro

m
 

co
n
tin
u
in
g to em

p
lo
y th

em
 
a
s v

a
lid a

n
d sig

-

n
ifica

n
t m

ea
n
s o
f a
n
a
ly
zin
g th

e w
elfa

re p
ro
p
-

erties o
f d

ifferin
g
 
sta
tic sta

tes.
In
 
th
e
 
en
d
,

w
h
ile
 
n
eo
cla
ssica

l eco
n
o
m
ics
 
su
cceed

ed
 
in

 
m
a
k
in
g eco

n
o
m
ics lo

o
k m

o
re lik

e p
h
y
sics,

it
 

is q
u
estio

n
a
b
le to

 
w
h
a
t ex

ten
t it d

ev
elo
p
ed

 
o
u
r u

n
d
ersta

n
d
in
g
 
o
f m

a
rk
et p

ro
cesses a

n
d

 
fa
llib

le h
u
m
a
n b

eh
a
v
io
r th

a
t ch

a
ra
cterize th

e
 

rea
l
 
w
o
rld
.

W
ith
o
u
t
 
a
 
d
o
u
b
t,
fo
rm
a
lism

 
a
d
d
ed
 
tech

n
ica
l so

p
h
istica

tio
n
 
to
 
th
e
 
field

,

b
u
t th

ese a
d
v
a
n
ces d

id
 
n
o
t co

m
e w

ith
o
u
t a

 
co
st
 
in
 
term

s
 
o
f
 
th
e
 
h
u
m
a
n
 
elem

en
t’s

 
cen

tra
lity to eco

n
o
m
ic stu

d
y
.

U
ltim

a
tely

,
th
is tech

n
iq
u
e -d

riv
en m

o
d
el-

in
g ty

p
e o
f eco

n
o
m
ics a

lso ra
n in

to a p
ro
b
lem

 
w
ith
 
its tw

in
 
sister

―
sta
tistica

l m
ea
su
re-

m
en
t.
W
h
a
t is th

e em
p
irica

l relev
a
n
ce o

f th
e

 
m
o
d
el?

A
n
o
m
a
lies a

ccu
m
u
la
ted a

n
d m

o
d
els’

irrelev
a
n
ce to th

e rea
l w

o
rld w

a
s h
ig
h
lig
h
ted

 
b
y b

o
th frien

d
s a
n
d fo

es a
lik
e.
S
o
m
eth

in
g h
a
d

 
to ch

a
n
g
e.
H
o
w
ev
er,

w
h
a
t h
a
s ch

a
n
g
ed is n

o
t

 
th
e
‘m
o
d
el a

n
d m

ea
su
re’

m
en
ta
lity

,
b
u
t ra

th
er

 
th
e to

o
ls o

f th
e m

o
d
elin

g
.

IV
 
F
ro
m
 
B
a
d to W

o
rse

:
F
o
rm
a
listic

 
H
isto

ricism
 

T
h
e m

o
st recen

t tren
d in m

a
in
strea

m
 
eco

-

n
o
m
ics is g

ro
u
n
d
ed
 
in
 
th
e
 
in
crea

sin
g
 
in
flu
-

en
ce o

f g
a
m
e th

eo
ry
.
Jo
h
n v

o
n N

eu
m
a
n
n a

n
d

 
Jo
h
n N

a
sh
,
k
ey p

la
y
ers in th

e d
ev
elo
p
m
en
t o
f

 
g
a
m
e th

eo
ry
,
w
ere b

o
th
 
tra
in
ed
 
m
a
th
em
a
ti-

cia
n
s.

A
n
o
th
er
 
k
ey
 
co
n
trib

u
to
r
 
w
a
s
 
v
o
n

 
N
eu
m
a
n
n
’s
 
co
-a
u
th
o
r,
O
sca

r
 
M
o
rg
en
stern

.

M
o
rg
en
stern

,
w
h
o
 
ca
n
 
b
e p

la
ced

 
w
ith
in
 
th
e

 
A
u
stria

n
 
tra
d
itio

n
,
a
ttem

p
ted

 
to
 
em
p
h
a
size

 
th
e im

p
o
rta
n
ce o

f im
p
erfect fo

resig
h
t a
n
d th

e
 

ro
le o

f th
e m

a
rk
et p

ro
cess.

H
o
w
ev
er,

in th
e

 

en
d
,
M
o
rg
en
stern

’s in
sig
h
ts w

ere
 
d
isca

rd
ed

 
a
n
d th

e g
a
m
e th

eo
retica

l stru
ctu

re w
a
s b
u
ilt

 
a
ro
u
n
d sta

tic a
ssu

m
p
tio
n
s su

ch a
s h
o
m
o
g
en
e-

o
u
s b
eliefs a

n
d p

referen
ces a

n
d p

erfect fo
re-

sig
h
t o
f th

e p
la
y
ers in

v
o
lv
ed
(M

iro
w
sk
i
2002).

In
 
sh
o
rt,

M
o
rg
en
stern

’s q
u
estio

n
s w

ere
 
d
is-

ca
rd
ed a

s th
e cen

tra
l em

p
h
a
sis a

n
d fo

cu
s w

a
s

 
in
stea

d p
la
ced o

n th
e tech

n
ica
l a
sp
ects.

A
lth
o
u
g
h g

a
m
e th

eo
ry w

a
s first m

et w
ith

 
g
rea

t in
terest a

n
d
 
en
th
u
sia
sm
,
th
is q

u
ick

ly
 

d
w
in
d
led a

s m
a
n
y in th

e p
ro
fessio

n h
a
d d

iffi-

cu
lty
 
ex
ten

d
in
g
 
th
e
 
fra
m
ew
o
rk
 
b
ey
o
n
d
 
th
e

 
tw
o p

la
y
er g

a
m
es v

o
n N

eu
m
a
n
n a
n
d M

o
rg
en
-

stern
 
h
a
d
 
fo
cu
sed

 
o
n
.
R
izv
i (1994)co

n
ten

d
s

 
th
a
t g
a
m
e th

eo
ry tru

ly to
o
k h

o
ld in th

e eco
-

n
o
m
ics p

ro
fessio

n w
h
en it w

a
s rea

lized th
a
t

 
th
ere w

ere m
a
jo
r d
ifficu

lties w
ith th

e g
en
era

l
 

eq
u
ilib

riu
m
 
fra
m
ew
o
rk
.
A
m
o
n
g
 
th
ese

 
d
iffi-

cu
lties w

a
s th

e
 
in
a
b
ility

 
o
f g

en
era

l eq
u
ilib

-

riu
m
 
th
eo
ry to a

cco
u
n
t fo

r im
p
erfect co

m
p
e-

titio
n
.
S
im
p
ly p

u
t,
g
a
m
e th

eo
ry a

llo
w
ed th

eo
-

rists to
 
a
n
a
ly
ze m

a
n
y
 
scen

a
rio
s w

h
ere g

en
-

era
l eq

u
ilib

riu
m
 
th
eo
ry h

a
d little to a

d
d
.

In
 
lin
e
 
w
ith
 
th
e
 
criticism

 
o
f n

eo
cla
ssica

l
 

eco
n
o
m
ics,

p
erh

a
p
s th

e m
o
st su

b
sta
n
tia
l criti-

cism
 
o
f g

a
m
e th

eo
ry
 
is th

a
t it d

isto
rts th

e
 

n
a
tu
re
 
o
f th

e
 
eco

n
o
m
ic
 
a
cto

r.
S
im
p
lify

in
g

 
a
ssu

m
p
tio
n
s
 
a
re
 
m
a
d
e
 
in
 
o
rd
er
 
to
 
m
o
d
el

 
v
a
rio
u
s scen

a
rio
s w

h
ich o

th
erw

ise w
o
u
ld b

e
 

to
o co

m
p
lex

.
In m

a
n
y ca

ses,
fo
r in

sta
n
ce,

it is
 

a
ssu

m
ed th

a
t p

la
y
ers k

n
o
w
 
m
o
re th

a
n
 
th
ey

 
a
ctu

a
lly d

o
(o
r co

u
ld
).In su

ch in
sta
n
ces,th

ese
 

m
o
d
els a

re a
s u

n
rea

listic a
s th

e n
eo
cla
ssica

l
 

m
o
d
els w

h
ich
 
a
ssu

m
e th

a
t eco

n
o
m
ic a

cto
rs

 
p
o
ssess p

erfect k
n
o
w
led
g
e.
In
 
ev
o
lu
tio
n
a
ry

 
g
a
m
e
 
th
eo
ry
,
strict ru

les a
re
 
set u

p
 
w
h
ich

 
p
la
y
ers m

u
st fo

llo
w
 
a
s if th

ey w
ere a

u
to
m
a
-

to
n
s
 
d
ev
o
id
 
o
f
 
u
n
iq
u
e
 
ch
a
ra
cteristics

 
a
n
d

 
tra
its
―
i.e.,

p
referen

ces,
ta
stes,

im
p
erfect

 
fo
resig

h
t,
etc.

F
u
rth
er,

th
ese

 
fo
u
n
d
a
tio
n
a
l

 
ru
les a

ssu
m
e a
w
a
y th

e en
trep

ren
eu
ria
l a
sp
ect

 
o
f
 
h
u
m
a
n
 
a
ctio

n
.
In
 
ca
ses

 
w
h
ere

 
p
erfect
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k
n
o
w
led
g
e is a

ssu
m
ed
,
th
ere is sim

p
ly n

o
th
-

in
g
 
n
ew
 
fo
r a

cto
rs to

 
lea
rn
.
A
n
d
,
in
 
ca
ses

 
w
h
ere p

la
y
ers’

a
ctio

n
s a
re sev

erely restricted
 

v
ia th

e ru
les o

f th
e g

a
m
e,
th
eir a

b
ility to b

e
 

a
lert to n

ew
 
o
p
p
o
rtu
n
ities is ex

trem
ely lim

-

ited
.

In co
n
n
ectio

n w
ith th

e a
b
o
v
e,
w
e m

u
st a

lso
 

a
d
d
ress th

e issu
e o

f eq
u
ilib

riu
m
 
in g

a
m
e th

e-

o
ry
.
W
h
ile g

en
era

l eq
u
ilib

riu
m
 
th
eo
ry fo

cu
ses

 
o
n
 
o
n
e
 
fin
a
l
 
sta
tic
 
eq
u
ilib

riu
m
,
th
e
 
F
o
lk

 
T
h
eo
rem

 
tells u

s th
a
t th

ere ca
n b

e m
u
ltip

le
 

eq
u
ilib

ria in m
a
n
y g

a
m
e th

eo
retic situ

a
tio
n
s.

A
s m

en
tio
n
ed
 
a
b
o
v
e,
b
o
th
 
n
eo
cla
ssica

l a
n
d

 
g
a
m
e
 
th
eo
rists h

a
v
e
 
fa
iled

 
to
 
co
n
sid
er th

e
 

m
a
rk
et p

ro
cess w

ith
 
em
p
h
a
sis
 
o
n
 
lea
rn
in
g

 
a
n
d d

isco
v
ery to so

lv
e th

e co
o
rd
in
a
tio
n p

ro
b
-

lem
 
p
u
t fo

rth b
y H

a
y
ek
(1948,

33-57).
S
im
p
ly

 
p
u
t,
h
o
w
 
d
o
 
a
g
en
ts,

w
ith
 
im
p
erfect k

n
o
w
l-

ed
g
e a
n
d fo

resig
h
t,
co
o
rd
in
a
te th

eir a
ctiv

ities
 

w
ith o

th
ers?

T
o
o o

ften
,
th
is critica

l q
u
estio

n
 

is a
ssu

m
ed a

w
a
y v

ia th
e a

ssu
m
p
tio
n
s o

f th
e

 
m
o
d
el.
F
u
rth
er,

a
ssu

m
in
g th

a
t in

d
iv
id
u
a
ls a

re
 

a
b
le to

 
co
o
rd
in
a
te th

eir a
ctiv

ities,
it is fa

r
 

fro
m
 
clea

r th
a
t th

ey w
o
u
ld b

e a
b
le to o

b
ta
in

 
a
n
 
eq
u
ilib

riu
m
 
g
iv
en
 
th
e co

n
sta
n
t in

tro
d
u
c-

tio
n
 
o
f
 
n
ew
 
k
n
o
w
led
g
e
 
a
n
d
 
in
fo
rm
a
tio
n
.

G
iv
en th

is rea
liza

tio
n
,
it is clea

r th
a
t m

a
n
y

 
g
a
m
e
 
th
eo
retic

 
m
o
d
els

 
d
escrib

e
 
a
 
fix
ed

 
m
o
m
en
t in tim

e w
ith a g

iv
en sto

ck o
f k
n
o
w
l-

ed
g
e.

F
in
a
lly
,
th
e
 
q
u
estio

n
 
o
f
 
u
n
iv
ersa

lity
 

m
u
st
 
b
e
 
a
d
d
ressed

.
In
 
m
a
n
y
 
ca
ses,

g
a
m
e

 
th
eo
rists m

o
d
el so

m
e scen

a
rio
 
w
h
ich
 
sh
o
w
s

 
th
e a
ch
iev
em
en
t o
f o
n
e o
f th

e m
u
ltip

le p
o
ten

-

tia
l eq

u
ilib

ria a
s d

icta
ted b

y th
e F

o
lk
 
T
h
eo
-

rem
.
T
h
ey
 
th
en
 
cla
im
 
th
a
t th

e
 
eq
u
ilib

riu
m

 
a
ch
iev
ed is n

o
t u
n
iv
ersa

l.
T
h
a
t is,

th
e eq

u
ilib

-

riu
m
 
a
ch
iev
ed is o

n
e o
f a
n in

fin
ite n

u
m
b
er o

f
 

p
o
ssib

le eq
u
ilib

ria w
h
ich h

a
p
p
en
ed to h

o
ld a

t
 

th
e p
a
rticu

la
r tim

e a
n
d p

la
ce b

ein
g a

n
a
ly
zed

,

b
u
t w

h
ich
 
d
o
es n

o
t n

ecessa
rily

 
h
o
ld
 
in
 
a
ll

 
ca
ses w

ith sim
ila
r circu

m
sta
n
ces.

W
e fin

d o
u
rselv

es in th
e u

n
d
esira

b
le situ

a
-

tio
n w

h
ere th

e d
efin

in
g ch

a
ra
cteristic o

f eco
-

n
o
m
ic
 
a
n
a
ly
sis
 
is
 
n
o
 
lo
n
g
er
 
th
e
 
u
n
iv
ersa

l
 

p
ro
p
o
sitio

n
s
 
th
a
t
 
a
re
 
p
ro
d
u
ced

 
th
ro
u
g
h
 
a

 
v
a
riety

 
o
f
 
la
n
g
u
a
g
es (n

a
tu
ra
l a

n
d
 
fo
rm
a
l ),

b
u
t in

stea
d w

h
ere a

n
y p

a
rticu

la
r p
ro
p
o
sitio

n
 

ca
n
 
b
e p

ro
v
en
 
u
sin
g
 
o
n
e la

n
g
u
a
g
e (fo

rm
a
l ).

W
e term

 
th
is in

tellectu
a
l p
o
sitio

n form
alistic

 
h
istoricism

.

T
h
e
 
A
u
stria

n
 
a
rg
u
m
en
ts
 
a
g
a
in
st
 
h
isto

r-

icism
 
a
re n

o lo
n
g
er strictly relev

a
n
t,
a
n
d th

e
 

A
u
stria

n a
rg
u
m
en
ts a

g
a
in
st fo

rm
a
lism

 
w
h
ile

 
relev

a
n
t,

m
isu
n
d
ersta

n
d
 
h
o
w
 
m
u
c
h
 
th
e

 
g
ro
u
n
d
 
h
a
s sh

ifted
 
sin
ce
 
th
e
1950

s.
In
 
th
e

 
p
rev

io
u
s
 
p
erio

d
,
th
e
 
u
n
iv
ersa

l p
ro
p
o
sitio

n
s

 
cla
im
ed b

y eco
n
o
m
ists fro

m
 
S
m
ith to M

en
g
er

 
w
ere

 
rep

resen
ted

 
in
 
a
 
fo
rm
a
l m

o
d
el o

n
ly

 
u
n
d
er h

ig
h
ly
 
restrictiv

e a
ssu

m
p
tio
n
s.
U
n
d
er

 
th
ese restrictiv

e a
ssu

m
p
tio
n
s,
a u

n
iq
u
e p

rice
 

a
n
d
 
q
u
a
n
tity

 
v
ecto

r
 
co
u
ld
 
b
e
 
fo
u
n
d
 
w
h
ich

 
w
o
u
ld clea

r th
e m

a
rk
et.

B
u
t th

ese restrictiv
e

 
a
ssu

m
p
tio
n
s w

ere sig
n
ifica

n
tly d

iv
o
rced fro

m
 

rea
lity

.
P
ro
b
lem

s o
f a
sy
m
m
etric in

fo
rm
a
tio
n
,

im
p
erfect

 
m
a
rk
et
 
stru

ctu
re,

ex
tern

a
lities,

a
n
d p

u
b
lic g

o
o
d
s lea

d
 
to
 
su
b
o
p
tim

a
l a
llo
ca
-

tio
n a

n
d u

se o
f sca

rce reso
u
rces.

T
h
e th

eo
ry

 
o
f m

a
rk
et fa

ilu
re th

u
s d
ev
elo
p
ed in resp

o
n
se.

B
u
t th

ere w
a
s a

lw
a
y
s a

 
p
ro
b
lem

 
o
f th

e ad
 

h
oc n

a
tu
re o

f th
e in

tro
d
u
ctio

n o
f th

ese d
ev
ia
-

tio
n
s fro

m
 
th
e id

ea
l.

N
ew
 
In
stitu

tio
n
a
l E
co
n
o
m
ics (la

w
 
a
n
d eco

-

n
o
m
ics,

p
u
b
lic
 
ch
o
ice,

N
ew
 
E
co
n
o
m
ic
 
H
is-

to
ry
,
etc. )

d
ev
elo
p
ed
 
in
 
rea

ctio
n
 
to
 
th
is ad

 
h
ocery

.
T
h
e
 
resu

lt w
a
s th

e
 
d
ev
elo
p
m
en
t o

f
 

th
e th

eo
ry o

f g
o
v
ern

m
en
t fa

ilu
re a

n
d co

m
p
a
r-

a
tiv
e in

stitu
tio
n
a
l a
n
a
ly
sis.

B
u
t th

ese d
ev
el-

o
p
m
en
ts w

ere
 
m
a
d
e
 
in
 
la
rg
ely
 
n
a
tu
ra
l la

n
-

g
u
a
g
e a

n
d
 
m
a
n
y
 
o
f th

e fo
rm
a
list esta

b
lish

-

m
en
t d
id n

o
t a
ccep

t th
ese resu

lts.
T
h
eo
rists

 
w
ere co

n
fro
n
ted w

ith a ch
o
ice

:eith
er retu

rn
 

to
 
th
e
 
in
stitu

tio
n
a
lly
 
rich

 
w
o
rld
 
o
f n

a
tu
ra
l

 
la
n
g
u
a
g
e,
o
r p
u
sh in

to a rea
lm
 
o
f fo

rm
a
lism

 
th
a
t p
erm

its p
a
rticu

la
rism

.
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M
a
n a

s M
a
ch
in
e
:T
h
e P

lig
h
t o
f
20

C
en
tu
ry E

co
n
o
m
ics



 

T
h
e
 
m
a
jo
rity

 
o
f eco

n
o
m
ists in

 
th
e
 
m
id
-

1980
s w

ere w
illin

g to ta
k
e th

e a
n
a
ly
sis in

to
 

th
is
 
fo
rm
a
listic

 
h
isto

ricism
(a
 
p
o
sitio

n
 
th
a
t

 
w
o
u
ld h

a
v
e b

een a
b
su
rd in th

e
1950

s ).
C
o
n
-

cep
ts
 
su
ch
 
a
s
 
m
u
ltip

le
 
eq
u
ilib

ria
 
a
n
d
 
p
a
th

 
d
ep
en
d
en
cy
 
em
erg

ed
 
a
s u

n
ify
in
g
 
th
em
es in

 
eco

n
o
m
ic a

n
a
ly
sis.

D
esp

ite a
 
certa

in
 
lib
era

-

tio
n th

is b
ro
u
g
h
t,
it d

id
n
’t b

rin
g u

s a
n
y clo

ser
 

to th
e stu

d
y o

f m
a
n
.

V
 
W
h
ere D

o W
e G

o F
ro
m
 
H
ere?

T
h
ere a

re m
a
n
y p

ro
b
lem

s w
ith fo

rm
a
listic

 
h
isto

ricism
,
b
u
t it h

a
s a
lso sew

n th
e seed

s o
f

 
its
 
o
w
n
 
co
rrectio

n
.
S
in
ce
 
th
eo
ries

 
ca
n
 
b
e

 
d
ev
elo
p
ed to p

ro
v
e a

n
y
th
in
g
,
em
p
irica

l w
o
rk

 
is relied u

p
o
n m

o
re a

n
d m

o
re to a

d
ju
d
ica
te

 
b
etw

een th
eo
ries.

T
h
is is m

o
st ev

id
en
t in th

e
 

w
o
rk o

n g
ro
w
th th

eo
ry
,
b
u
t it p

erm
ea
tes a

ll
 

fie
ld
s
 
in
 
c
o
n
te
m
p
o
ra
ry
 
re
se
a
rc
h
.
T
h
is

 
d
em
a
n
d
 
fo
r
 
em
p
irica

l w
o
rk
 
h
a
s
 
co
in
cid
ed

 
w
ith a

n in
crea

sin
g a

ccep
ta
n
ce o

f a
ltern

a
tiv
e

 
fo
rm
s
 
o
f
 
ev
id
en
ce.

In
-d
ep
th
 
ca
se
 
stu
d
ies,

co
m
p
a
ra
tiv
e
 
h
isto

rica
l a

n
a
ly
sis,

in
terv

iew
s

 
a
n
d su

rv
ey
s a

re a
ccep

ted a
s ev

id
en
ce a

lo
n
g
-

sid
e la

rg
e -sca

le eco
n
o
m
etric m

o
d
els.

It is o
u
r co

n
ten

tio
n th

a
t th

is o
p
en
in
g u

p o
f

 
th
e n

a
tu
re o

f a
ccep

ta
b
le em

p
irica

l w
o
rk rep

-

resen
ts a g

rea
t o
p
p
o
rtu
n
ity fo

r A
u
stria

n
s to

 
b
rin
g
 
m
a
n
 
b
a
ck
 
in
to
 
th
e a

n
a
ly
sis.

T
h
e O

ld
 

H
isto

rica
l S
ch
o
o
l th

o
u
g
h
t th

a
t a
n
th
ro
p
o
lo
g
i-

ca
l a
n
d n

a
rra

tiv
e h

isto
rica

l ev
id
en
ce d

em
o
n
-

stra
ted th

e p
a
rticu

la
rities o

f m
a
n
.
Iro
n
ica
lly
,

it is o
u
r a
rg
u
m
en
t th

a
t b
y ex

p
o
sin
g fo

rm
a
lis-

tic h
isto

ricism
 
to ev

id
en
ce fro

m
 
a
n
th
ro
p
o
lo
g
y

 
a
n
d h

isto
ry
,
w
e reg

a
in th

e u
n
iv
ersa

l n
a
tu
re o

f
 

th
e
 
scien

ces
 
o
f m

a
n
.
If th

ere
 
w
a
s
 
n
o
th
in
g

 
u
n
iv
ersa

l a
b
o
u
t th

e
 
h
u
m
a
n
 
co
n
d
itio

n
,
th
en

 
w
h
a
t co

u
ld
 
w
e lea

rn
 
fro
m
 
stu
d
y
in
g
 
o
th
ers?

O
th
er p

eo
p
le w

o
u
ld rem

a
in b

ey
o
n
d o
u
r ca

p
a
c-

ity
 
to
 
u
n
d
ersta

n
d
.
O
n
 
th
e o

th
er h

a
n
d
,
if a

ll
 

in
d
iv
id
u
a
ls w

ere
 
id
en
tica

l,
th
en
 
w
h
a
t co

u
ld

 
w
e
 
lea
rn
 
fro
m
 
stu
d
y
in
g
 
o
th
ers?

N
o
th
in
g
,

b
eca

u
se th

ere w
o
u
ld n

o
t b
e a

n
y
th
in
g u

n
iq
u
e

 
to th

eir circu
m
sta
n
ces.

E
co
n
o
m
ic u

n
d
ersta

n
d
-

in
g in

crea
ses b

y fra
m
in
g q

u
estio

n
s in term

s
 

o
f th

e p
a
rticu

la
r b
u
t a
n
a
ly
zin
g in term

s o
f th

e
 

lo
g
ic o

f ch
o
ice.

In
terp

retin
g th

e p
a
rticu

la
r b
y

 
w
a
y
 
o
f
 
th
e
 
u
n
iv
ersa

l y
ield

s
 
th
e
 
an
alytical

 
n
arrative

.
T
h
e
 
a
n
a
ly
tica

l n
a
rra

tiv
e
 
en
ta
ils

 
th
e a

p
p
lica

tio
n
 
o
f A

u
stria

n
 
eco

n
o
m
ics a

s a
 

to
o
l o
f in

terp
reta

tio
n
 
o
f eth

n
o
g
ra
p
h
ic d

a
ta
.

T
h
is a

p
p
ro
a
ch
 
em
p
h
a
sizes th

e
 
o
p
en
-en

d
ed
-

n
ess o

f ch
o
ice a

s o
p
p
o
sed to th

e clo
se -en

d
ed
-

n
ess req

u
ired

 
b
y
 
fo
rm
a
listic

 
in
terp

reta
tio
n
s

 
o
f ra

tio
n
a
l ch

o
ice.

T
h
e a

n
a
ly
tica

l n
a
rra

tiv
e,

if co
n
d
u
cted in th

e w
a
y w

e su
g
g
est,

b
rin
g
s u
s

 
b
a
ck
 
to
 
th
e
 
lo
w
er
 
rig
h
t -h

a
n
d
 
q
u
a
d
ra
n
t in

 
d
ia
g
ra
m
.
T
h
e m

a
n
 
a
s ch

o
o
ser retu

rn
s w

ith
 

b
o
th h

is h
u
m
a
n ch

a
ra
cter a

n
d h

is p
a
rticu

la
r

 
circu

m
sta
n
ces.

T
h
e
 
en
trep

ren
eu
ria
l
 
elem

en
t
 
in
 
h
u
m
a
n

 
a
ctio

n o
p
era

tes o
n o

u
r k

n
o
w
led
g
e o
f p
a
rticu

-

la
r tim

e a
n
d p

la
ce to rea

lize th
e g

a
in
s fro

m
 

m
u
tu
a
lly b

en
eficia

l in
tera

ctio
n
.
In th

e a
n
a
ly
-

sis
 
o
f
 
th
e
 
m
a
rk
et
 
p
ro
cess

 
ch
a
m
p
io
n
ed
 
b
y

 
M
ises

 
a
n
d
 
H
a
y
ek
,
th
e
 
en
trep

ren
eu
r
 
is
 
th
e

 
p
rim

e
 
m
o
v
er.

T
h
is
 
en
trep

ren
eu
r
 
is
 
ca
u
g
h
t

 
b
etw

een a
llu
rin
g h

o
p
es a

n
d h

a
u
n
tin
g fea

rs a
s

 
h
e a

ttem
p
ts to reco

g
n
ize th

e h
ith
erto u

n
rec-

o
g
n
ized

,
o
r im

p
ro
v
e u

p
o
n th

e d
eliv

ery o
f th

e
 

reco
g
n
ized

,
o
p
p
o
rtu
n
ities fo

r ex
ch
a
n
g
e.
T
h
e

 
m
a
rk
et p

ro
cess em

erg
es o

u
t o
f th

e p
rev

io
u
sly

 
ex
istin

g im
p
erfectio

n
s o
n th

e m
a
rk
et.

T
o
d
a
y
’

s
 
in
efficien

cy
 
rep

resen
ts
 
to
m
o
rro

w
’s
 
p
ro
fit

 
o
p
p
o
rtu
n
ity fo

r th
e en

trep
ren

eu
r w

h
o is a

b
le

 
to fix th

e im
p
erfectio

n in a w
a
y th

a
t a
llo
w
s

 
in
d
iv
id
u
a
ls to

 
rea

lize
 
g
a
in
s fro

m
 
ex
ch
a
n
g
e

 
th
a
t h
a
d p

rev
io
u
sly g

o
n
e u

n
ex
p
lo
ited

.

C
o
n
v
ertin

g eith
er m

a
n o

r th
e eco

n
o
m
y in

to
 

a
 
m
a
ch
in
e n

ecessa
rily

 
elim

in
a
tes th

e m
essi-

n
ess o

f en
trep

ren
eu
ria
l d
isco

v
ery a

n
d a

d
ju
st-

m
en
t fro

m
 
th
e p
ro
cess.

It is a
lso th

e ca
se th

a
t

 
th
e
 
m
a
ch
in
e
 
im
a
g
ery

 
p
u
sh
ed
 
in
stitu

tio
n
a
l

 
co
n
tin
g
en
cies o

u
t o
f eco

n
o
m
ics.

B
u
t A

u
stria

n
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a
n
a
ly
sis,

b
y
 
in
sistin

g
 
o
n
 
th
e cen

tra
l h
u
m
a
n

 
elem

en
t in eco

n
o
m
ic life a

n
d th

e in
stitu

tio
n
a
l

 
co
n
tex

t
 
w
ith
in
 
w
h
ich

 
h
u
m
a
n
 
b
ein
g
s
 
a
ct,

m
a
in
ta
in
s
 
a
 
p
o
sitio

n
 
w
ith
in
 
th
e
 
eco

n
o
m
ics

 
d
iscip

lin
e th

a
t is a

n
a
ly
tica

lly
 
rig
o
ro
u
s (lo

g
ic

 
o
f ch

o
ice )a

n
d
 
in
stitu

tio
n
a
lly
 
rich

(n
a
rra

tiv
e

 
h
isto

ry
).

V
I
 
C
o
n
clu
sio
n

 
T
h
e in

tellectu
a
l la

n
d
sca

p
e o
f m

o
d
ern p

o
liti-

ca
l eco

n
o
m
y
 
h
a
s sh

ifted
 
co
n
sid
era

b
ly
 
sin
ce

 
th
e b

eg
in
n
in
g
 
o
f th

e
20

cen
tu
ry
.
W
e h

a
v
e

 
a
rg
u
ed th

a
t th

e d
iscip

lin
e b

eg
a
n th

e cen
tu
ry

 
in a p

o
sitio

n w
h
ere eco

n
o
m
ists th

o
u
g
h
 
th
ey

 
h
a
d
 
d
isco

v
ered

 
u
n
iv
ersa

l la
w
s
 
w
h
ich

 
th
ey

 
co
u
ld
 
ex
p
ress

 
in
 
th
e
 
p
ro
se
 
o
f n

a
tu
ra
l la

n
-

g
u
a
g
e.
T
h
eir o

p
p
o
n
en
ts d

en
ied th

is,
b
u
t th

ey
 

d
id so b

y a
rg
u
in
g th

a
t eco

n
o
m
ic th

eo
ry w

a
s

 
n
o
t u
n
iv
ersa

l.
B
y m

id
-cen

tu
ry
,
th
e d

iscip
lin
e

 
m
o
v
ed
 
to
 
a
 
p
o
sitio

n
 
w
h
ere

 
eco

n
o
m
ists

 
th
o
u
g
h
t th

ey h
a
d refin

ed th
e u
n
iv
ersa

l p
rin
ci-

p
les b

y ex
p
ressin

g th
em
 
in th

e n
o
n
-a
m
b
ig
u
-

o
u
s la

n
g
u
a
g
e
 
o
f m

a
th
em
a
tics.

H
o
w
ev
er,

to
 

co
n
v
ey eco

n
o
m
ic p

ro
p
o
sitio

n
s in su

ch term
s,

restrictiv
e a

ssu
m
p
tio
n
s h

a
d
 
to
 
b
e em

p
lo
y
ed

 
to
 
a
ssu

re
 
m
a
th
em
a
tica

l
 
tra
cta

b
ility

.
T
h
e

 
en
trep

ren
eu
ria
l elem

en
t o
f h
u
m
a
n a

ctio
n w

a
s

 
a ca

su
a
lty o

f th
e m

a
th
em
a
tica

l rev
o
lu
tio
n in

 
eco

n
o
m
ics b

eca
u
se it d

efies tra
cta

b
ility

.
U
n
-

fo
rtu
n
a
tely fo

r eco
n
o
m
ic scien

ce,
w
e ca

n
n
o
t

 
ex
p
la
in th

e o
p
era

tio
n o

f th
e m

a
rk
et a

n
d th

e
 

a
d
ju
stm

en
ts
 
o
f
 
th
e
 
p
rice

 
sy
stem

 
w
ith
o
u
t

 
reco

u
rse to th

e en
trep

ren
eu
r.

In
stea

d
 
o
f reco

g
n
izin

g
 
th
is,

eco
n
o
m
ic d

is-

co
u
rse em

b
a
rk
ed o

n a d
eto

u
r w

h
ich resu

lted
 

in a fo
rm
 
o
f fo

rm
a
listic h

isto
ricism

 
d
o
m
in
a
t-

in
g eco

n
o
m
ics b

y th
e la

st d
eca

d
e o

f th
e
20

cen
tu
ry
.
W
e en

ter th
e n
ew
 
cen

tu
ry w

ith h
o
p
e

 
th
a
t th

e u
n
iv
ersa

l lo
g
ic o

f eco
n
o
m
ic scien

ce
 

a
n
d th

e co
n
tin
g
en
cies o

f h
u
m
a
n v

o
litio

n a
n
d

 
h
isto

rica
l co

n
d
itio

n
s ca

n
 
co
ex
ist u

n
d
er
 
th
e

 
in
tellectu

a
l
 
u
m
b
rella

 
o
f
 
th
e
 
scien

ces
 
o
f

 

h
u
m
a
n
 
a
cto

rs.
T
h
is
 
is
 
th
e
 
in
sp
irin

g
 
v
isio

n
 

th
a
t
 
L
u
d
w
ig
 
v
o
n
 
M
ises

 
p
ro
v
id
ed
 
in

1949.

M
o
re th

a
n fifty y

ea
rs la

ter,
M
ises’s p

io
n
eer-

in
g w

o
rk
 
p
ro
v
id
es th

e fo
u
n
d
a
tio
n
 
fo
r a

 
sci-

en
ce o

f eco
n
o
m
ics th

a
t is a

t o
n
ce h

u
m
a
n
istic

 
in its m

eth
o
d
s a

n
d
 
h
u
m
a
n
ita
ria
n
 
in
 
its co

n
-

cern
s.

P
E
T
E
R
 
J.
B
O
E
T
T
K
E
,
C
H
R
IS
T
O
P
H
E
R
 
J.

C
O
Y
N
E
 
a
n
d P

E
T
E
R
 
T
.
L
E
E
S
O
N

 
D
epartm

en
t
 
of
 
E
con

om
ics
,
G
eorge

 
M
ason

 
U
n
iversity,

F
airfax

,
V
A
 
2
2
0
3
0

 

R
eferen

ces
 

B
a
tes,

R
.,
A
.
G
reif,

M
.
L
ev
i,
J.
R
o
sen

th
a
l a
n
d B

.

R
.
W
ein
g
a
st (1998)

A
n
alytic N

arratives.
N
ew

 
Jersey

:P
rin
ceto

n A
n
n
iv
ersa

ry P
ress.

F
ish
er,

F
ra
n
k
lin
(1991)

O
rg
a
n
iz
in
g
 
In
d
u
stria

l
 

O
rg
a
n
iza
tio
n
:R
eflectio

n
s o

n th
e H

an
d
book

 
of
 
In
d
u
strial

 
O
rg
a
n
iza
tio
n
.”

B
ro
o
k
in
g
s

 
P
a
p
er
:M

icro
eco

n
o
m
ics.

F
o
ss,

N
ico
la
i (2000)

A
u
stria

n
 
E
co
n
o
m
ics

 
a
n
d

 
G
a
m
e T

h
eo
ry
:A
 
S
to
ck
ta
k
in
g a

n
d a

n E
v
a
lu
-

a
tio
n
,”
T
h
e R

eview
 
of
 
A
u
strian

 
E
con

om
ics

13
: 41-58.

H
a
y
ek
,
F
.A
. ［
1948］

(1980)
In
d
ivid

u
alism

 
an
d

 
E
con

om
ic O

rd
er
.
C
h
ica
g
o
:U
n
iv
ersity P

ress
 

o
f C

h
ica
g
o
.

K
irzn

er,
Isra

el M
. (1973)

C
om
petition

 
an
d
 
E
n
tre-

pren
eu
rsh
ip
.
C
h
ica
g
o
:T
h
e
 
U
n
iv
ersity

 
o
f

 
C
h
ica
g
o P

ress.

M
a
ch
lu
p
,
F
ritz (1978)

M
eth
od
ology of E

con
om
ics

 
an
d
 
O
th
er S

ocial S
cien

ces.
N
ew
 
Y
o
rk
:A
ca
-

d
em
ic P

ress.

M
en
g
er,

C
a
rl ［

1871］
(1981)

P
rin
ciples

 
of
 
E
co-

n
om
ics.

N
ew
 
Y
o
rk
:N
ew
 
Y
o
rk
 
U
n
iv
ersity

 
P
ress.

M
iro
w
sk
i,
P
h
ilip

(2002)
M
ach

in
e
 
D
ream

s
:
E
co-

n
om
ics
 
B
ecom

es
 
a
 
C
yborg

 
S
cien

ce
.
M
a
ssa

-

ch
u
setts

:C
a
m
b
rid
g
e U

n
iv
ersity P

ress.

M
ises,L

u
d
w
ig v

o
n ［

1949］
(1963)

H
u
m
an A

ction
.

C
h
ica
g
o
:C
o
n
tem

p
o
ra
ry B

o
o
k
s.

R
izv
i,
S
.A
b
u T

u
ra
b
(1994)

G
a
m
e T

h
eo
ry to

 
th
e

 
R
escu

e,”
C
on
tribu

tion
s to P

olitical E
con

om
y

13
: 1-28.

R
o
sen

b
erg

,
A
lex

a
n
d
er (1994)

E
con

om
ics

:
M
ath
e-

m
atical P

olitical or
 
S
cien

ce of
 
D
im
in
ish
in
g

 
R
etu
rn
s
?

C
h
ic
a
g
o
:
T
h
e
 
U
n
iv
e
rsity

 
o
f

―
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M
a
n a

s M
a
ch
in
e
:T
h
e P

lig
h
t o
f
20

C
en
tu
ry E

co
n
o
m
ics



 

C
h
ica
g
o P

ress.

S
m
ith
,
A
d
a
m
［
1776］

(1976)
A
n
 
In
qu
iry in

to th
e

 
N
atu
re an

d C
au
ses of th

e W
ealth of N

ation
s.

C
h
ica
g
o
:T
h
e U

n
iv
ersity o

f C
h
ica
g
o P

ress.

S
tew

a
rt,

D
u
g
a
ld
［
1793］

(1980)
A
cco

u
n
t o
f th

e
 

L
ife a

n
d W

ritin
g
s o

f A
d
a
m
 
S
m
ith
,
L
.L
.D
.,”

rep
rin
ted

 
in
 
W
.P
.D
.
W
ig
h
tm
a
n
,
ed
.,
E
ssays

 
on
 
P
h
ilosoph

ical
 
S
u
bjects.

O
x
fo
rd
:O
x
fo
rd

 
U
n
iv
ersity P

ress,
269-351.

N
o
tes

1)
W
h
ile th

e O
ld In

stitu
tio
n
a
lists rejected

 
th
e

 
m
o
d
elin

g stra
teg

y
,
th
ey em

b
ra
ced th

e im
p
o
r-

ta
n
ce o

f m
ea
su
rem

en
t.

2)
A
s
 
S
m
ith
 
w
ro
te
 
in
 
th
e
1755

m
a
n
u
scrip

t
 

w
h
ich su

m
m
a
rized h

is resea
rch a

n
d ev

en
tu
-

a
lly resu

lted in A
n
 
In
qu
iry
 
in
to
 
th
e N

atu
re

 
an
d C

au
ses of th

e W
ealth of N

ation
s
:
L
ittle

 
else is req

u
isite to ca

rry a sta
te to th

e h
ig
h
est

 
d
eg
ree o

f o
p
u
len
ce fro

m
 
th
e lo

w
est b

a
rb
a
-

rism
,
b
u
t p
ea
ce,

ea
sy ta

x
es,

a
n
d a to

lera
b
le

 
a
d
m
in
istra

tio
n o

f ju
stice

;a
ll th

e rest b
ein
g

 
b
ro
u
g
h
t b

y
 
th
e
 
n
a
tu
ra
l co

u
rse

 
o
f
 
th
in
g
s”

(［
1776］

1976,
x
l ).
A
lso see S

tew
a
rt’s d

iscu
s-

sio
n
 
o
f th

e
L
ife
 
a
n
d
 
W
ritin

g
s
 
o
f
 
A
d
a
m

 
S
m
ith
”
w
ritten

 
in

1793
a
n
d
 
rep

rin
ted

 
in

 
S
m
ith
’s
 
E
ssays

 
on
 
P
h
ilosoph

ical
 
S
u
bjects

(1980).

3)
T
h
u
s,
w
e
 
a
re
 
su
g
g
estin

g
 
th
a
t th

e
 
A
rro

w
/

D
eb
reu

 
m
o
d
el,

ra
th
er th

a
n
 
fo
rm
a
lizin

g
 
th
e

 
in
v
isib

le
 
h
a
n
d
,
h
a
s
 
a
ctu

a
lly
 
in
h
ib
ited

 
o
u
r

 
u
n
d
ersta

n
d
in
g o

f it.

4)
S
ee M

ises (1949,
17-18)

w
h
ere h

e d
iscu

sses
 

h
u
m
a
n a

ctio
n a

s th
e u

ltim
a
te g

iv
en
.

5)
A
cco

rd
in
g to K

irzn
er
: ［

T
］
h
e co

m
p
etitiv

e
 

m
a
rk
et p

ro
cess is essen

tia
lly
 
en
trep

ren
eu
r-

ia
l...

T
h
e en

trep
ren

eu
ria
l elem

en
t in th

e eco
-

n
o
m
ic b

eh
a
v
io
r o

f m
a
rk
et p

a
rticip

a
n
ts co

n
-

sists...
in
 
th
eir
 
a
lertn

ess
 
to
 
p
rev

io
u
sly
 
u
n
-

n
o
ticed ch

a
n
g
es in circu

m
sta
n
ces w

h
ich m

a
y

 
m
a
k
e it p

o
ssib

le to g
et fa

r m
o
re in ex

ch
a
n
g
e

 
fo
r w

h
a
tev

er th
ey
 
h
a
v
e
 
to
 
o
ffer th

a
n
 
w
a
s

 

h
ith
erto p

o
ssib

le” (［
1973］

1978,
15-16).

6)
T
h
e
 
term

n
eo
cla
ssicism

”
is
 
n
ecessa

rily
 

v
a
g
u
e a

n
d en

co
m
p
a
ssin

g
.
W
h
ile reco

g
n
izin

g
 

th
e sig

n
ifica

n
t v

a
ria
n
ts w

ith
in
 
th
e n

eo
cla
s-

sica
l tra

d
itio

n
,
o
u
r criticism

 
is d

irected a
t th

e
 

fo
rm
a
listic stra

in o
f n
eo
cla
ssica

l eco
n
o
m
ics.

It is o
u
r co

n
ten

tio
n
 
th
a
t th

e term
 
n
eo
cla
s-

sicism
 
h
a
s b
eco

m
e o
b
scu

red in th
e la

tter p
a
rt

 
o
f th

e tw
en
tieth cen

tu
ry
.
O
rig
in
a
lly
,
n
eo
cla
s-

sicism
 
en
ta
iled u

n
iv
ersa

l p
ro
p
o
sitio

n
s a

b
o
u
t

 
th
e w

o
rld d

eriv
ed u

sin
g m

a
rg
in
a
l a
n
a
ly
sis.

In
 

th
e seco

n
d h

a
lf o

f th
e tw

en
tieth cen

tu
ry
,
th
e

 
sco

p
e o
f n
eo
cla
ssica

l eco
n
o
m
ics tra

n
sfo
rm
ed

 
fro
m
 
ela
b
o
ra
tin
g
 
u
n
iv
ersa

l
 
p
ro
p
o
sitio

n
s

 
a
b
o
u
t th

e w
o
rld a

n
d to fo

rm
a
l a
n
a
ly
sis w

ith
 

p
a
rticu

la
r im

p
lica

tio
n
s.
F
o
r ex

a
m
p
le,

is it
 

rea
so
n
a
b
le to p

la
ce b

o
th Jo

sep
h S

tig
litz a

n
d

 
R
o
b
ert L

u
ca
s in th

e n
eo
cla
ssica

l ca
m
p
?
T
h
e

 
d
ra
stic

 
d
ifferen

ces
 
b
etw

een
 
th
e
 
tw
o
 
h
ig
h
-

lig
h
ts th

e o
b
fu
sca

tio
n o

f w
h
a
t n
eo
cla
ssicism

 
en
ta
ils.

A
lso see F

ish
er’s (1991)critica

l essa
y

 
o
f
 
m
o
d
ern

 
in
d
u
stria

l o
rg
a
n
iza
tio
n
.
F
ish
er

 
a
rg
u
es th

a
t th

e m
a
in o

rg
a
n
izin

g p
rin
cip
le o

f
 

m
o
d
ern in

d
u
stria

l o
rg
a
n
iza
tio
n is th

a
t th

ere
 

a
re n

o o
rg
a
n
izin

g p
rin
cip
les.

M
o
d
ern th

eo
ry

 
sim

p
ly d

em
o
n
stra

tes th
a
t a
n
y
th
in
g ca

n h
a
p
-

p
en
,
g
iv
en d

ifferen
t a
ssu

m
p
tio
n
s.

7)
R
o
sen

b
erg

(1994)a
rg
u
es th

a
t eco

n
o
m
ics ca

n
 

eith
er
 
b
e
 
in
terestin

g
 
m
a
th
em
a
tics

 
o
r
 
a
n

 
em
p
irica

lly p
ro
g
ressiv

e scien
ce b

u
t n
o
t b
o
th
.

8)
G
a
m
e
 
th
eo
ry
 
fo
cu
ses

 
o
n
 
th
ree

 
im
p
o
rta
n
t

 
fa
cts o

f h
u
m
a
n
 
a
ctio

n
 
a
n
d
 
so
cia
l co

o
p
era

-

tio
n
:stra

teg
ic
 
in
tera

ctio
n
,
b
a
rg
a
in
in
g
 
a
n
d

 
n
eg
o
tia
tio
n
,
a
n
d fra

m
in
g
―
h
o
w
 
th
e ru

les o
f

 
th
e g

a
m
e in

flu
en
ce th

e w
a
y p

la
y
ers p

la
y th

e
 

g
a
m
e.
T
h
e m

a
jo
r w

ea
k
n
ess o

f g
a
m
e th

eo
ry

 
fro
m
 
th
e sta

n
d
p
o
in
t o
f A

u
stria

n eco
n
o
m
ics is

 
th
e
 
co
m
m
o
n
 
k
n
o
w
led
g
e
 
a
ssu

m
p
tio
n
(S
ee

 
F
o
ss
2000).

9)
F
o
r th

e m
o
st w

ell k
n
o
w
n ren

d
erin

g
 
o
f th

e
 

a
n
a
ly
tic n

a
rra

tiv
e,
see B

a
tes et a

l.
(1998).
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