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crisis reps good
Crisis rhetoric and economic crises are necessary to spur public action – only the affirmative spills over into education practies and praxis outside of the theoretical realm – the alternative cedes the political.

Hart, 2009 – Professor of Public Management at the Utrecht University of Governance (Paul, “Framing the global economic downturn”, http://epress.anu.edu.au/anzsog/global_economy/mobile_devices/index.html)//BZ

Dramatic episodes in the life of a polity such as financial crises and major recessions can cast long shadows on the polities in which they occur (Birkland 1997, 2006; Baumgartner and Jones 1993, 2002; Lomborg 2004; Posner 2004).[1] The sense of threat and uncertainty they induce can profoundly impact people’s understanding of the world around them. The occurrence of a large-scale emergency or the widespread use of the emotive labels such as ‘crisis’, ‘scandal’ or ‘fiasco’ to denote a particular state of affairs or trend in the public domain implies a ‘dislocation’ of hitherto dominant social, political or administrative discourses (Wagner-Pacifici 1986, 1994; Howarth et al. 2000). When a crisis de-legitimises the power and authority relationships that these discourses underpin, structural change is desired and expected by many (’t Hart 1993). Such change can happen, but not necessarily so. In fact, the dynamics and outcomes of crisis episodes are hard to predict. For example, former German Chancellor Gerhard Schröder miraculously emerged as the winner of the national elections after his well-performed role as the nation’s symbolic ‘crisis manager’ during the riverine floods in 2002, yet the Spanish Prime Minister suffered a stunning electoral loss in the immediate aftermath of the Madrid train bombings of 2004. Former US President George W. Bush saw his hitherto modest approval ratings soar in the wake of the 9/11 attacks, but an already unpopular Bush Administration lost further prestige in the aftermath of Hurricane Katrina. Likewise, public institutions can be affected quite differently in the aftermath of critical events: some take a public beating and are forced to reform (the National Aeronautics and Space Administration [NASA] after the Challenger and Columbia shuttle disasters); some weather the political storm (the Belgian gendarmerie after its spectacular failure to effectively police the 1985 European Cup Final at the Heysel Stadium in Brussels); others become symbolic of heroic public service (the New York City Fire Department after 9/11). The same goes for public policies and programs. Gun-control policy in Australia was rapidly and drastically tightened after the 1996 Port Arthur massacre in Tasmania. Legislation banning ‘dangerous dogs’ was rapidly enacted in the United Kingdom after a few fatal biting incidents (Lodge and Hood 2002). And 9/11 produced a worldwide cascade of national policy reforms in areas such as policing, immigration, data protection and criminal law—for good or bad (cf. Klein 2007; Wolf 2007). In other cases, however, big emergencies can trigger big investigations and temporarily jolt political agendas but in the end do not result in major policy changes. What explains these different outcomes? Most scholars writing about the nexus between crises, disasters and public policy note their potential agenda-setting effects, but have not developed explanations for their contingent nature and their variable impacts (Primo and Cobb 2003; Birkland 2006). The emerging literature on blame management has only just begun to address the mechanisms determining the fate of office-holders in the wake of major disturbances and scandals (Hood et al. 2007). This literature suggests that the process of crisis exploitation could help to explain the variance in outcomes. Disruptions of societal routines and expectations open up two types of space for actors inside and outside government. First, crises can be used as political weapons. Crises mobilise the mass media, which will put an intense spotlight on the issues and actors involved. To the extent that they generate victims, damage and/or community stress, the government of the day is challenged to step in and show it can muster an effective, compassionate, sensible response. At the same time, it might face critical questions about its role in the very occurrence of the crisis. Why did it not prevent the crisis from happening? How well prepared was it for this type of contingency? Was it asleep at the wheel or simply overpowered by overwhelming forces outside its sphere of influence? In political terms, crises challenge actors inside and outside government to weave persuasive narratives about what is happening and what is at stake, why it is happening, how they have acted in the lead-up to the present crisis and how they propose we should deal with and learn from the crisis moving forward. Those whose narratives are considered persuasive stand to gain prestige and support; those who are found wanting can end up as scapegoats. Second, crises help ‘de-institutionalise’ hitherto taken-for-granted policy beliefs and practices (Boin and ’t Hart 2003). The more severe a current crisis is perceived to be, and the more it appears to be caused by foreseeable and avoidable problems in the design or implementation of the policy itself, the bigger is the opportunity space for critical reconsideration of current policies and the successful advancement of (radical) reform proposals (Keeler 1993; Birkland 2006; Klein 2007). By their very occurrence (provided they are widely felt and labelled as such), crises tend to benefit critics of the status quo: experts, ideologues and advocacy groups already on record as challenging established but now compromised policies. They also present particular opportunities to newly incumbent office-holders, who cannot be blamed for present ‘messes’ but who can use these messes to highlight the need for policy changes they might have been seeking to pursue anyway. The key currency of crisis management in the political and policy arenas is persuasion. More specifically, this study presumes that crises can be usefully understood in terms of framing contests—battles between competing definitions of the situation—between the various actors that seek to contain or exploit crisis-induced opportunity space for political posturing and policy change (cf. Alink et al. 2001). [2]

crisis rhetoric is crucial to confronting problems and corruption

McMurray, 96  (Andrew, Indiana University, Postmodern Culture, March,

http://muse.jhu.edu/journals/postmodern_culture/v006/6.3mcmurry.html)

This idea that the world is already moribund gets picked up in mainstream writer Paul Theroux's disturbing futuristic novel, O-Zone, which once again is really just a hypertrophic version of today. When the billionaire Hooper Allbright thinks about his own era, and then waxes nostalgic about ours, we realize that if the future is ill-fated that's because it's merely a playing out of the present: It was a meaner, more desperate and worn out world. It had been scavenged by crowds. Their hunger was apparent in the teethmarks they had left, in the slashes of their claws. There was some beauty in the world's new wildernesses, of which O-Zone was just one; but its cities were either madhouses or sepulchers. Fifty years ago was simply a loose expression that meant before any of them had been born. It meant another age. And yet sometimes they suspected that it had closely resembled this age -- indeed, that it was this one, with dust on it, and cracks, and hiding aliens, and every window broken: smoke hung over it like poisoned clouds. (13) In the America of O-Zone what is more frightening than the routine round-up of economic refugees, the death-squads, the degraded environment, and the national "sacrifice zones," is the casual acceptance by everybody that this is the way the world must be, perhaps has always been. In Theroux's vision, the real horror lies in the way the slow apocalypse is normalized, the Unheimlich made Heimlich, murder and mayhem become healthful pastimes. There are other writers who are sketching out the details of the end of the world, and they aren't even fabulists. A recent spate of articles in no less liberal organs than The Atlantic and Harper's take the first tentative steps down a road that should soon make earth's deathwatch a mainstream topic of journalism. Robert Kaplan's "The Coming Anarchy" looks at the Third World's accelerating social, political, and environmental breakdowns, and their potential effects on the First World in the coming century. The scenario of O-Zone might have been drawn from Kaplan's analysis: resource wars, massive migrations, climate change, tribalism and disease. Kaplan's case study is west Africa, where these stresses, clearly exacerbated by the legacy of Western imperialism and post-colonial development policies, are producing "criminal anarchy." "The coming upheaval," he suggests, "in which foreign embassies are shut down, states collapse, and contact with the outside world takes place through dangerous, disease-ridden coastal trading posts, will loom large in the century we are entering . . . Africa suggests what war, borders, and ethnic politics will be like a few decades hence" (54). Not just Africa will be affected, of course, for many of the problems there are endemic to the Balkans, Latin America, and much of Asia. As the state disintegrates in the Third World, the First World is destabilized by the chaos beyond its borders, borders it can no longer effectively control. Federal authority, incapable of dealing with regional problems, finds itself ceding powers to ever more isolated local communities. That isolation will likely find itself playing out along predictable fault lines, as Michael Lind previews in a recent Harper's article. In Lind's view, the growing unwillingness of economic elites to support education, income redistribution, and health care, along with their retreat into the protected, privileged spaces of the neo-feudal society, combine to spell the end of the broad middle-class. The new underclass (Which Dares Not Speak Its Name due to its allegiance to the myth of egalitarian society) poses no threat to the economic royalists at the top, because as the war of all-against-all is felt particularly sharply at the bottom of the food chain, the various sub-groups that reside there can be counted on to perceive each other as the more immediate source of their problems.1 Lind sees a two-tiered society in the making: an upper tier, provided with work, security, comfort, hope, and insulation/protection from a disenfranchised, fragmented, and squabbling underclass, which faces a hard-scrabble existence with little chance of improvement. The proper image for the new world order with its international moneyed class: an air-conditioned, tinted-windowed, bullet-proofed limousine gliding safely over a pot-holed, squalid, dangerous street in Lagos -- or New York or Toronto. Paul Kennedy, historian and author of Preparing for the Twenty-First Century, presents a wealth of evidence to support his own grimly compelling vision. Even as he performs the appropriate genuflections to the logic of the market and does a journeyman's work in ranking countries' "competitive advantages" as they face the road ahead, unlike his ebullient contemporaries Alvin Toffler or Bill Gates Kennedy has the good grace not to elide the incredible suffering that is going to occur in the Third World, and the honesty to admit the possibility of a no-win scenario all round. Kennedy also understands the importance of scale when it comes to thinking about human history, which in turn suggests the need to consider whether we are justified in thinking our past success in overcoming adversity provides any sort of basis for believing we are up to the challenges that now confront us: this work also asks whether today's global forces for change are not moving us beyond our traditional guidelines into a remarkable new set of circumstances -- one in which human social organizations may be unequal to the challenges posed by overpopulation, environmental damage, and technology-driven revolutions and where the issue of winners and losers may to some degree be irrelevant. If, for example, the continued abuse of the developing world's environment leads to global warming, or, if there is a massive flood of economic refugees from the poorer to the richer parts of the world, everyone will suffer, in various ways. In sum, just as nation-state rivalries are being overtaken by bigger issues, we may have to think about the future on a far broader scale than has characterized thinking about international politics in the past. Even if the Great Powers still seek to rise, or at least not to fall, their endeavors could well occur in a world so damaged as to render much of that effort pointless. (15) Unfortunately (for all of us), Kennedy's book goes on to prove that the tone in this introductory passage is entirely too tentative. In general, apocalyptic scenarios take place against the prior and persistent conceit that human culture does truly move to culmination, that there is a larger goal or a target toward which time's arrow is moving. Like children inferring mommy and daddy will always be there because they have always been there in the past, we project our history forward under the presumption that the human presence on this planet is a durable one and, no matter how or why, purposive. We can't imagine an alternative. But while in cultural development there has been innovation, differentiation, and amplification, such changes can no longer be taken as evidence for an overall direction or telos. For there is no teleology at work here, let alone an eschatology, a dialectic, or even a simple logic. In fact, it is precisely the absence of any point to our history that makes this apocalypse unreadable except as an accretion of systemically deleterious effects which, incredibly, have become indistinguishable from progress. Skeptical of totalizing theories, postmodern intellectuals are reluctant to prophesy doom, but without coherent oppositional narratives to clarify such effects those who profit from the positive spin have the stage to themselves. Thus every sign gets read as its opposite, every trend that points to a decline is seen as the prelude to improvement, and every person becomes a shareholder in the fantasies of the boosters. In this environment of doublethink, the now-routine failure of corporations or nations to provide even short-term security for their members can be glossed as bitter but necessary "medicine," or as the "growing pains" associated with increasing economic "rationalization." We are left in the paradoxical position described in game theory as the "prisoner's dilemma" and in environmental thought as the "tragedy of the commons": the incentive for individuals to ignore the evidence for unqualified disaster far outweighs the personal risks involved in seeking to slow it. Everyone proceeds according to this same calculation, indeed is encouraged to do so, and everyone suffers minimally -- that is, until the collective moment of reckoning is reached. Four Horsemen      What is the hard evidence that taking the long view reveals an apocalypse already in progress? To keep our metaphor intact, we could speak in terms of the "four horsemen." There are the usual ones -- war, famine, disease, pestilence -- but to put a finer point on the apocalypse I'm describing we are better to call our riders 1) arms proliferation, 2) environmental degradation, 3) the crisis of meaning, and, crucially, 4) the malignant global economy.

apocalyptic rhetoric and planning is good—this is in the context of their complexity argumetns

Bruce Tonn – Department of Political Science, University of Tennessee, and Jenna Tonn, Department of the History of Science, Harvard University – Futures 41 (2009) 760–765 – obtained via Science Direct

As we have seen, human extinction scenarios today fit into a long secular and religious history of writing about the apocalypse. The question then becomes: what makes people use the narrative model of the apocalypse as seen in the Old and New Testaments to tell their own stories? A number have scholars have discussed this question. David Ketterer, who studies the apocalyptic mode in American literature, believes that ‘‘apocalyptic literature is concerned with the creation of other worlds which exist, on the literal level, in a credible relationship (whether on the basis of rational extrapolation and analogy or of religious belief) with the ‘real’ world, thereby causing a metaphorical destruction of that ‘real’ world in the reader’s head’’. Furthermore, W. Warren Wagar, a historian and futures scholar who published many books including A Short History of the Future, wrote ‘‘that eschatological fictions help us cope with the fear of death and compensate us for our powerlessness’’. Wagar’s work on the apocalypse relates closely to the subject of MWS’s novel. He argued ‘‘The last man, or one of a handful of last men, is a figure of immeasurable power and importance’’ [18]. David Seed, the editor of an anthology of articles on apocalypse theory, cites Frank Kermode’s The Sense of an Ending in his discussion of the usefulness of apocalypse narratives. According to Seed, Kermode believes that the ‘‘apocalypse depends on a concord of imaginatively recorded past and imaginatively predicted future, achieved on behalf of us, who remain ‘in the middest’’’. Kermode’s ‘‘central insight’’ into apocalypse theory is that the ‘‘apocalypse [is] a narrative, one of the fictions which we employ to make sense of our present’’.  Furthermore, ‘‘there is a necessary relation between the fictions by which we order our world and the increasing complexity of what we take to be the ‘real’ history of the world’’ Relating to this point, Lois Parkinson Zamora writes that ‘‘the apocalyptist assigns to event after event a place in a pattern of historical relationships that. . .presses steadily towards culmination’’ [19]. Thus, the apocalypse is a literary device that humans turn to both to comprehend more fully their place in the world and to impress upon others the conditions of the ‘‘real’’ world which must be changed to ensure the future of humanity
rhetoric only matters in the context of the action it accompanies 
Dewsbury ‘3


(John-David Dewsbury -- School of Geographical Studies, University of Bristol -- Environment and Planning A 2003, volume 35, pages 1907-1932 -- http://www.sages.unimelb.edu.au/news/mhgr/dewsbury.pdf)
That someone includes us -- the social scientists, the researchers, and the writers. In some way we are all false witnesses to what is there.(2) So, even though the philosophi- cal drive moves against the apparently sterile setup of totalizing representations, the presentation of ideas is trapped within the structure it is trying to critique. In my opinion, this sterility is only apparent. Significantly, this appearance is valid from both sides: from the side of representational theory because of the belief in the representational structure as being able to give an account of everything; and from the side of nonrepresentational theory because of the danger of getting carried away with an absolute critique of representations. The apparent sterility comes from this last point: that in getting carried away with critique you fail to appreciate that the building blocks of representation are not sterile in themselves -- only when they are used as part of a system. The representational system, its structure and regulation of meaning, is not complete -- it needs constant maintenance, loyalty, and faith from those who practice it. In this regard, its power is in its pragmatic functions: easy communication of ideas (that restricts their potential extension), and sustainable, defensible, and consensual agreement on understanding (a certain kind of understanding, and hence a certain type of knowledge). The nonrepresentational argument comes into its own in asking us to revisit the performative space of representation in a manner that is more attuned to its fragile constitution. The point being that representation left critically unattended only allows for conceptual difference and not for a concept of difference as such. The former maintains existing ideological markers whilst the latter challenges us to invent new ones. For me, the project of nonrepresentational theory then, is to excavate the empty space between the lines of representational meaning in order to see what is also possible. The representational system is not wrong: rather, it is the belief that it offers complete understanding -- and that only it offers any sensible understanding at all -- that is critically flawed.    

crisis rhetoric is crucial to political change
Blain – professor of Sociology – 91

Michael Blain, RHETORICAL PRACTICE IN AN ANTI-NUCLEAR WEAPONS CAMPAIGN, Peace & Change

Peace activism can be understood as a sociopolitical performance. It enacts a pattern of discourse that can be rhetorically analyzed in terms of its strategy of incitement. As peace activists mobilized their forces in the 1980s, they built up a discourse -- a repertoire of possible political statements for use against nuclear weapons policies. Such statements as nuclear annihilation, radiation pollution, and strategic madness have been the primary incitements to peace activism. Activists use language pragmatically. As political actors addressing a public audience, they know they must speak a language familiar to that audience. Nineteenth-century activists were educated, middle-class women, clergymen, educators, and businessmen with a reform Christian conscience. Twentieth-century activists have included political leftists and cultural dissidents as well as traditional pacifists and religious liberals.(n1) Middle-class professionals have played prominent roles in the peace movement. For example, medical activists like Helen Caldicott and Robert Lifton have elaborated a discourse on the madness of "nuclearism"(n2) In fact, some analysts interpret the peace movement as a power struggle of middle-class radicals and countercultural rebels against the power elite.(n3) This article presents the results of a rhetorical analysis of activists' discursive practices in a victorious campaign to defeat a U.S. government plan to construct the first new nuclear weapons plant in twenty years in the state of Idaho, the Special Isotope Separator (SIS). It shows how activists in the Snake River Alliance (SRA), a Boise, Idaho, antinuclear organization, mobilized hundreds of "Idahoans" to act as "concerned citizens" and "Life Guards," to lobby, testify, demonstrate, and finally, to kill this plan. The article introduces a perspective on how discourse functions in political movements. An effective movement discourse must accomplish two things: (1) knowledge, or the constitution of the subjects and objects of struggle, and (2) ethics, or the moral incitement of people to political action. I will show how this perspective can illuminate how anti-SIS activists developed an effective discourse to kill this crucial nuclear weapons program. A critical evaluation of this campaign can contribute to peace in at least three ways: it can celebrate the artful practices these activists engaged in to achieve their political objectives; it can add a case study of a victorious campaign to the emerging literature on the tactics of nonviolent action; and finally, it can contribute to the current debate about the future of the peace movement in a post-cold war world. The anti-SIS campaign involved an alliance of environmental and peace groups, which suggests one possible political strategy for future peace actions. POLITICAL MOVEMENTS AS VICTIMAGE RITUALS Political activists must engage in discourse to fight and win power struggles with their adversaries. In political battles, such as the anti-SIS campaign, words are weapons with tactical functions. Michel Foucault clearly articulates this perspective: Indeed, it is in discourse that power and knowledge are joined together. And for this reason, we must conceive discourse as a series of discontinuous segments whose tactical function is neither uniform nor stable ... as a multiplicity of discursive elements that can come into play in various strategies. It is this distribution that we must reconstruct ... according to who is speaking, his position of power, the institutional context in which he happens to be situated ... with the shifts and reutilizations of identical formulas for contrary objectives.(n4) A power strategy refers to all means, including discursive practices, put into play by an actor in a particular power relationship to influence the actions of others. The language of political movements, including peace activism, is militaristic; activists talk strategy, tactics, and objectives. And it is important to see that discourse is itself a part of any power strategy. Kenneth Burke's concepts of victimage rhetoric and rituals can be used to illuminate this process.(n5) Political activists use victimage rhetoric to mobilize people to fight and defeat their adversaries. Victimage rhetoric is melodramatic in form. It functions to incite those who identify with it to engage in political acts of ritual scapegoating. Activists mobilize people to engage in activism by getting them to identify with an actual or impending violation of some communal "ideal"--a problem, concern, or danger. Activists mount "education" campaigns to get the public to identify with the imminent danger. A critical knowledge of the nature of this danger is constructed, taking the form of villainous powers inflicting or threatening to inflict some terrible wrong on the world. This rhetorical practice is tactical in the sense that it is designed to generate intense anger and moral outrage at what has, is, or could be happening to the values of those who identify with it. These people can then be mobilized in a campaign to fight the villain. This effect is intensified by emphasizing the negative features of the actions of the agents and agencies responsible for the violation. Once implanted, this knowledge exerts an ethical incitement to activism. Activists, this model suggests, must develop a discourse that does two things: vilify and activate. These two functions correspond to two moments in a melodramatic victimage ritual. These two moments of identification are (1) acts of violation or vilification and (2) acts of redemptive or heroic action. Movement leaders must construct images of both villains and activists fighting villains. They must convince us that acts of violation have occurred or will happen, and then they must goad us into doing something about it. This analysis suggests that a movement discourse is a rhetorical system composed of two elements working in tandem. One of the main features of motive in victimage ritual is the aim to destroy the destroyer. In the anti- SIS campaign, as we shall see, the objective was to kill a Department of Energy (DOE) program to build a nuclear weapons plant. One means of accomplishing that objective was to vilify its proponents. The second element in a movement discourse is redemptive or ethical. Once leaders succeed in convincing their followers that there is a real threat, they must then incite those convinced to act. To accomplish these objectives, peace activists have assembled a discourse charged with peril and power--a knowledge of the scene they confront and an ethic of political activism. They have constituted a "knowledge" of the dangers posed by the nuclear arms race and nuclear war that is infused with a redemptive ethic of political activism. Activists use this knowledge and ethic to goad people into campaigns to achieve antinuclear objectives. For example, activists have invoked the term power in two distinct ethical senses. There is the "bad" power of the agents of the nuclear arms race (politicians such as Ronald Reagan or Margaret Thatcher; agencies such as the U.S. government, NATO, or the Department of Energy). And there is the "good" power that activists produce by their concerted political actions, including a subjective effect called "empowerment." Activists empower themselves by "taking personal responsibility for the fate of the earth," sacrificing time, energy, and money to the cause. By engaging in political activism, peace activists say they transcend psychological despair and obtain a sense of personal power.(n6)

at: rationality and rhetoric bad

Our methodology also applies to their criticism’s methodology—a failure to incorporate the fundamental laws of economics is an improper examination of epistemological and ontological concerns. Prioritize economic rationality when evaluating solvency evidence.

Boettke, 2003 – Professor of Economics at George Mason University (Peter, “Economics as Ideology: Keynes, Laski, Hayek and the Creation of Contemporary Politics”, Compte rendu de l’ouvrage, accessed 7/20/12)//BZ

In fact, economic history is a long record of government policies that failed because they were designed with a bold disregard for the laws of economics. It is impossible to understand the history of economic thought if one does not pay attention to the fact that economics as such is a challenge to the conceit of those in power. An economist can never be a favorite of autocrats and demagogues. With them he is always the mischief-maker, and the more they are inwardly convinced that his objections are well founded, the more they hate him. Ludwig von Mises Is this statement of Mises one of ideology or science? The politically correct answer would be that this is just another example of Mises’s excessive ideological commitment to laissez faire. But as with much in modern intellectual life, the desire not to offend produces polite but flawed argument at the expense of the harsh truth of the matter. The choice of economic policy may be a matter of democratic decision making, but the consequences of economic policy on human well-being certainly is not. And once we recognize that, then the analysis of the development of economic doctrine and evolution of political economy in the 20th century looks totally different. The breakdown of the Keynesian consensus in the 1970s, the collapse of communism in the 1980s and the wide-spread reco-gnition of the failure of development planning in the 1990s, point 21st century political economy in a direction that would be a radical departure from the path it was set on at the beginning of the 20th, when an almost blind-faith in the ability of democratic government to correct social ills captured the imagination of the intellectual elites. The lesson of the 20th century for political economy should be one of humility and restraint. The fatal conceit of the 20th century which sought to unleash the power of the government elites to do “good” in the name of the masses must give way to a contemporary version of the 18th and 19th century project of constraining the power of the state and its elites, and unleashing the productive potential of the masses. “The curious task of economics,” Hayek has written, “is to demonstrate to men how little they really know about what they imagine they can design.” [(1988, p. 76]. But if economic science doesn’t exist independently from the democratic will of the citizens, then such a task is not just curious, but absurd. Enter Kenneth Hoover’s Economics as Ideology. At one level this is a fascinating book, dealing with an important subject, and approaching it in a unique way. The role of ideology in science, and how different thinkers of the past can shape the contemporary political climate is indeed a worthy subject of serious study. Moreover, the attempt to explain how the personal biographies of thinkers shape their own identity and thus ideology is also important. Unfortunately, there is also the problem of truth in scientific discovery. All the good will in the world doesn’t matter if the theory advocated is simply in conflict with reality. William Easterly, for example, in dealing with the post-WWII era efforts to orchestrate economic development in the 3rd world refers to the “cartel of good intentions.” (2002) One of the first principles of political economy is that intentions do not equal results - this is true for the central mystery of political economy (how individuals pursuing their own interests, and only their own interests, can within certain institutional environments generate outcomes which are socially desirable) and for the central tragedy (how individuals can in striving to promote the public good generate unintended undesirable consequences). There are systemic forces that are in operation in political economy and they exist independent of the wishful thinking of participants in the political-economic nexus. Hoover doesn’t appear to recognize this fundamental point in political economy and thus his effort to understand the development of modern political economy is flawed from the start. Let me focus on my criticism first and then I will end highlighting aspects which I think the reader can benefit from in reading his book nevertheless. First, the selection of subjects is bizarre from the beginning if we are going to talk about economic science and its relation to public policy debates. Certainly Keynes and Hayek belong, but Laski has no claim whatsoever to being an original thinker in economics. He was a political theorists and political activist and had little to nothing to say about technical economics. Keynes and Hayek, however, were first and foremost skilled technical economists who utilized the knowledge they had gleaned from technical economics to make policy relevant contributions. In short, it is on the basis of sound economic reasoning that they were able to make policy relevant arguments to their contemporaries. But except for a paragraph here or there, the technical economics of Keynes and Hayek are passed over in this book to focus instead on their political affiliations and political influence (Keynes with the democratic center, Hayek with the hard right - Laski is given the hard left) and we are treated to asserted arguments about how personal psychology impacted their position. We are treated to these figures as political theorists or rather political icons of movements that identified with them. This enables Hoover’s choice of thinkers to have some coherence, though the reason for both Keynes’s and Hayek’s influence are going to get inadequate treatment as a consequence. Second, Hoover is only apparently asking a question about the evolution of ideas and ideological influence. But a reader can sense from the second paragraph of the preface where Hoover’s sympathies personally lay on the policy questions of the day. He laments that the ideological pendulum has swung too far to the right and then he states plainly that “On a moment’s reflection, it is clear that governments do good things, as well as bad. And markets likewise are Janus-faced, sometimes provident, other times the wastrel.” (p. xi) In other words, Hoover has an answer to his question before he asks it. Political economy is to serve as a means for human betterment within the context of democratic deliberation among citizens. These deliberations must be rational and not prone to ideological excess if they are going to generate understanding among citizens of “the need for a complex interweaving of institutions, processes, and constitutional safeguards so that the excesses of any one institution may be limited, while its virtues are brought to the service of society.” (p. 270) Who, the reader must ask, could ever be against limiting abuse and encouraging virtue? Nobody can be against the exercising of wisdom, courage and public spiritedness in making political decisions. But in Hoover’s treatment both Laski and Hayek are going to be found wanting in this regard because ideological theorizing in their name can be abused by politicians on the left and right - as Hoover argues we have seen  - and thus only Keynes is left to rationally mediate between the two extremes of socialism and libertarianism. Overly ideological thinking is what causes problems in democratic deliberation, according to Hoover.

Economic rationality true – even unpredictable events occur on fundamentals and modeled behavior

Guesnerie, 2002 – Chaired Professor of Economic Theory and Social Organization at the College de France (Roger, “Anchoring Economic Predictions in Common Knowledge”, Econometrica, Vol. 70, No. 2 March 2002)//BZ

The second part of the paper is devoted to the study of expectational coordination, within the Common Knowledge methodology, in a model whose timing of decisions is initially the same as in the Muthian model previously evoked (all agents decide simultaneously), but where the economic aggregate to be predicted is an N-dimensional vector (rather than the one-dimensional “crop” of the Muthian set-up). The third part first focuses on models in which the outcome is crucially affected by “intrinsic” uncertainty, which bears on the “fundamentals,” and proposes insights into a variety of models, including models with “information revealing price equilibria.” The end of the third part is an attempt to adapt the present methodology to the study of expectational stability in two categories of simple infinite horizon models. A more elaborate description of the methodology is now in order. 2. THE METHODOLOGY: ANCHORING PREDICTIONS IN cOMMON KNOwLEDGE We adhere here to a methodology that relies for its foundations on two extreme rationality assumptions: the first one is that economic agents who are the actors of our models are Bayesian-Rational and know the world in which they live (“the model”); the second is that both rationality and the “(fundamentals of the) model” are Common Knowledge: every agent is rational and “knows the model” (assertion 1), every agent knows that every other agent is rational and “knows the model” (assertion 2), every agent knows assertion 2 (assertion 3), and so on, ... every agent knows assertion T -1, (assertion T), ... up to infinity. I will sometimes refer to these assumptions, as a joint assumption, the Common Knowledge Assumption. The index T just introduced, which measures the depth of knowledge, will often be interpreted as measuring virtual time along which the agents’ mental processes, aimed at deriving the consequences of each of the infinite sequence of the above assertions, develop. In the simplest variant of the Muthian model studied in Guesnerie (1992), and which we use here for illustrative purpose, economic agents are farmers; they are rational, in the sense that each of them, anticipating a random selling price for tomorrow’s crop (called p, the random variable), chooses a crop level that maximizes his expected utility, the expected utility of the sales receipt minus the cost of the crop. Assuming risk neutrality, the crop supplied by farmer i is S{E{p>),i), where E designates the expectation operator, and where S(.,i) is the standard textbook supply function of farmer i. Price tomorrow is determined deterministically and competitively on a market that equates supply as decided today and exogenous demand associated with the demand function D(p). The Common Knowledge Assumption asserts that the facts just sketched, i.e. individual behavior and its determinants and the market clearing mechanisms, are not only known to all the participants but are Common Knowledge (hereafter CK) between them. 

Economics theory explains human behavior – inculcating economics in debate is necessary to overcome the right wing of the state – the critique cedes the political

Rockewell, 2008 – President of the Ludwig Von Mises Institute, a research and educational center at the Austrian School of Economics, “Everything You Love You Owe to Capitalism”, http://mises.org/daily/2982)//BZ

Not even an event as spectacular as the spontaneous meltdown of a superpower and all its client states was enough to impart the message of economic freedom. And the truth is that it was not necessary. The whole of our world is covered with lessons about the merit of economic liberty over central planning. Our everyday lives are dominated by the glorious products of the market, which we all gladly take for granted. We can open up our web browsers and tour an electronic civilization that the market created, and note that government never did anything useful at all by comparison. We are also inundated daily by the failures of the state. We complain constantly that the educational system is broken, that the medical sector is oddly distorted, that the post office is unaccountable, that the police abuse their power, that the politicians have lied to us, that tax dollars are stolen, that whatever bureaucracy we have to deal with is inhumanly unresponsive. We note all this. But far fewer are somehow able to connect the dots and see the myriad ways in which daily life confirms that the market radicals like Mises, Hayek, Hazlitt, and Rothbard were correct in their judgments. What's more, this is not a new phenomenon that we can observe in our lifetimes only. We can look at any country in any period and note that every bit of wealth ever created in the history of mankind has been generated through some kind of market activity, and never by governments. Free people create; states destroy. It was true in the ancient world. It was true in the first millennium after Christ. It was true in the Middle Ages and the Renaissance. And with the birth of complex structures of production and the increasing division of labor in those years, we see how the accumulation of capital led to what might be called a productive miracle. The world's population soared. We saw the creation of the middle class. We saw the poor improve their plight and change their own class identification. The empirical truth has never been hard to come by. What matters are the theoretical eyes that see. This is what dictates the lesson we draw from events. Marx and Bastiat were writing at the same time. The former said capitalism was creating a calamity and that abolition of ownership was the solution. Bastiat saw that statism was creating a calamity and that the abolition of state plunder was the solution. What was the difference between them? They saw the same facts, but they saw them in very different ways. They had a different perception of cause and effect. I suggest to you that there is an important lesson here as regards the methodology of the social sciences, as well as an agenda and strategy for the future. Concerning method, we need to recognize that Mises was precisely right concerning the relationship between facts and economic truth. If we have a solid theory in mind, the facts on the ground provide excellent illustrative material. They inform us about the application of theory in the world in which we live. They provided excellent anecdotes and revealing stories of how economic theory is confirmed in practice. But absent that theory of economics, facts alone are nothing but facts. They do not convey any information about cause and effect, and they do not point a way forward. Think of it this way. Let's say you have a bag of marbles that is turned upside down on the ground. Ask two people their impressions. The first one understands what numbers mean, what shapes mean, and what colors mean. This person can give a detailed account of what he sees: how many marbles, what kinds, how big they are, and this person can explain what he sees in different ways potentially for hours. But now consider the second person, who, we can suppose, has absolutely no understanding of numbers, not even that they exist as abstract ideas. This person has no comprehension of either shape or color. He sees the same scene as the other person but cannot provide anything like an explanation of any patterns. He has very little to say. All he sees is a series of random objects. Both these people see the same facts. But they understand them in very different ways, owing to the abstract notions of meaning that they carry in their minds. This is why positivism as pure science, a method of assembling a potentially infinite series of data points, is a fruitless undertaking. Data points on their own convey no theory, suggest no conclusions, and offer no truths. To arrive at truth requires the most important step that we as human beings can ever take: thinking. Through this thinking, and with good teaching and reading, we can put together a coherent theoretical apparatus that helps us understand. Now, we have a hard time conjuring up in our minds the likes of a man who has no comprehension of numbers, colors, or shapes. And yet I suggest to you that this is precisely what we are facing when we encounter a person who has never thought about economic theory and never studied the implications of the science at all. The facts of the world look quite random to this person. He sees two societies next to each other, one free and prosperous and the other unfree and poor. He looks at this and concludes nothing important about economic systems because he has never thought hard about the relationship between economic systems and prosperity and freedom. He merely accepts the existence of wealth in one place and poverty in the other as a given, the same way the socialists at a lunch table assumed that the luxurious surroundings and food just happened to be there. Perhaps they will reach for an explanation of some sort, but absent economic education, it is not likely to be the correct one. Equally as dangerous as having no theory is having a bad theory that is assembled not by means of logic but by an incorrect view of cause and effect. This is the case with notions such as the Phillips Curve, which posits a tradeoff relationship between inflation and unemployment. The idea is that you can drive unemployment down very low if you are willing to tolerate high inflation; or it can work the other way around: you can stabilize prices provided you are willing to put up with high unemployment. Now, of course this makes no sense on the microeconomic level. When inflation is soaring, businesses don't suddenly say, hey, let's hire a bunch of new people! Nor do they say, you know, the prices we pay for inventory have not gone up or have fallen. Let's fire some workers! This much is true about macroeconomics: It is commonly treated like a subject completely devoid of any connection to microeconomics or even human decision making. It is as if we enter into a video game featuring fearsome creatures called Aggregates that battle it out to the death. So you have one creature called Unemployment, one called Inflation, one called Capital, one called Labor, and so on until you can construct a fun game that is sheer fantasy. Another example of this came to me just the other day. A recent study claimed that labor unions increase the productivity of firms. How did the researchers discern this? They found that unionized companies tend to be larger with more overall output than nonunionized companies. Well, let's think about this. Is it likely that if you close a labor pool to all competition, give that restrictive labor pool the right to use violence to enforce its cartel, permit that cartel to extract higher-than-market wages from the company and set its own terms concerning work rules and vacations and benefits — is it likely that this will be good for the company in the long run? You have to take leave of your senses to believe this. In fact, what we have here is a simple mix-up of cause and effect. Bigger companies tend to be more likely to attract a kind of unpreventable unionization than smaller ones. The unions target them, with federal aid. It is no more or less complicated than that. It is for the same reason that developed economies have larger welfare states. The parasites prefer bigger hosts; that's all. We would be making a big mistake to assume that the welfare state causes the developed economy. That would be as much a fallacy as to believe that wearing $2,000 suits causes people to become rich. I'm convinced that Mises was right: the most important step economists or economic institutions can take is in the direction of public education in economic logic. There is another important factor here. The state thrives on an economically ignorant public. This is the only way it can get away with blaming inflation or recession on consumers, or claiming that the government's fiscal problems are due to our paying too little in taxes. It is economic ignorance that permits the regulatory agencies to claim that they are protecting us as versus denying us choice. It is only by keeping us all in the dark that it can continue to start war after war — violating rights abroad and smashing liberties at home — in the name of spreading freedom. There is only one force that can put an end to the successes of the state, and that is an economically and morally informed public. Otherwise, the state can continue to spread its malicious and destructive policies.

Economic calculus key – shapes epistemological and social values that creates value to life

Rockewell, 2008 – President of the Ludwig Von Mises Institute, a research and educational center at the Austrian School of Economics, “Everything You Love You Owe to Capitalism”, http://mises.org/daily/2982)//BZ

Economics causes us to broaden our minds to look at the commerce of society from many different points of view. Instead of just looking at events and phenomena from the perspective of a single consumer or producer, we begin to see the interests of all consumers and all producers. Instead of thinking only about the short-run effects of certain policies, we think about the long run, and the spin-off effects of certain government policies. This is the essence of Hazlitt's first lesson in his famed book. By the way, let me interrupt here to make an exciting announcement. This book was written more than 60 years ago, and it remains the most powerful first book on economics anyone can read. Even if it is the last book on economics you read, it will stick with you for a lifetime. It is a hugely important tool, and though I'm glad that it has stayed in print, I've not been happy with the edition that has long been distributed. We had long hoped for a hardback version of this amazing classic to make available at a very low price. Now we have it. For a person who has read in economics, and absorbed its essential lessons, the world around us becomes vivid and clear, and certain moral imperatives strike us. We know now that commerce deserves defense. We see entrepreneurs as great heroes. We sympathize with the plight of producers. We see unions not as defenders of rights but as privileged cartels that exclude people who need work. We see regulations not as consumer protection but rather as cost-raising rackets lobbied for by some producers to hurt other producers. We see antitrust not as a safeguard against corporate excess but as a bludgeon used by big players against smarter competitors. In short, economics helps us see the world as it is. And its contribution lies not in the direction of the assembly of ever more facts, but in helping those facts fit a coherent theory of the world. And here we see the essence of our job at the Mises Institute. It is to educate and instill a systematic method for understanding the world as it is. Our battleground is not the courts, nor the election polls, nor the presidency, nor the legislature, and certainly not the wicked arena of lobbying and political payoffs. Our battleground concerns a domain of existence that is more powerful in the long run. It concerns the ideas that individuals hold about how the world works. As we get older and see ever more young generations coming up behind us, we are often struck by the great truth that knowledge in this world is not cumulative over time. What one generation has learned and absorbed is not somehow passed on to the next one through genetics or osmosis. Each generation must be taught anew. Economic theory, I'm sorry to report, is not written on our hearts. It was a long time in the process of being discovered. But now that we know, it must be passed on — and in this way, it is like the ability to read, or to understand great literature. It is the obligation of our generation to teach the next generation. And we are not merely talking here of knowledge for knowledge's sake. What is at stake is our prosperity. It is our standard of living. It is the well-being of our children and all of society. It is freedom and the flourishing of civilization that stand in the balance. Whether we grow and thrive and create and flourish, or wither and die and lose all that we have inherited, ultimately depends on these abstract ideas we hold concerning cause and effect in society. These ideas do not usually come to us by pure observation. They must be taught and explained.

Social disruptions of economic theory will be misinterpreted – manifests anti-market forces to discredit economic laws – culminates in destruction of society and humanity

Kirzner, 2006 – Professor Emertiius of Economics at New York University (Israel, “The Anatomy of Economic Advice, Part I”, http://www.fee.org/publications/the-freeman/article.asp?aid=5609)//BZ

It was the great sociologist Max Weber who recognized the danger to the reputation of economics as an objective science that was posed by such a politicized attitude. He maintained that the scientific character of any social science requires that it be meticulously impartial as between different judgments of value. This ran counter to the dominant perspective in German economics. At a meeting of German-language social scientists held in 1907, Weber’s position was the subject of bitter disagreement. Weber insisted that scientists who disagree sharply on moral priorities should, despite this, be able, at least in principle, to agree on the positive propositions of their discipline. We shall return very soon to comment further on this Weberian doctrine of wertfreiheit (freedom from value judgments).4 The Twentieth Century: The Economics of Welfare By the end of the nineteenth century, mainstream economic theorists no longer saw their discipline as concerned with material wealth. Instead they focused on the subjective sense of well-being that human beings hope to derive from their wealth and from their economic activities. This led them (particularly in England) to see economics as primarily concerned with “welfare.” Very soon they were speaking of the “economics of welfare” (the new title of A.C. Pigou’s 1920 book, itself the second edition of a 1912 book titled Wealth and Welfare). To think of economics as the science able to promote economic welfare seemed an innocuous small step. Thus for much of the first half of the twentieth century it was taken almost for granted that the economist is the expert who formulates policies to be implemented in order to promote aggregate economic welfare. It seemed to be obvious that economists had the professional duty of advocating policies they believed would, scientifically, enhance social well-being. And even economists squeamish about the philosophical coherency of any notion of aggregate well-being were able to devise more carefully formulated versions of welfare economics by reference to “Pareto optimality” or similar sophisticated constructions. It was during this period that economists began to find ample employment opportunities in government. As the tide of public opinion turned (during the second quarter of the century) decisively in favor of massive government intervention in the market economy, economists increasingly saw their discipline as capable of generating very definite policies for enlightened governments to follow. Economists were placing their science (particularly the branch that made up “welfare economics”) at the service of political parties. Inevitably this tended to raise those same gnawing questions concerning the objectivity and impartiality of that science which had so troubled Max Weber. More and more, it seemed, any political program, any proposal for economic legislation, could find economists prepared to present a “scientific” case in its support. Mises and Wertfreiheit Ludwig von Mises, the towering Austrian School economist of the twentieth century, was an ardent champion of Weber’s wertfreiheit principle for all social sciences, and particularly for economics.5 He believed that the objectivity of the science requires nothing less than its complete detachment from the personal preferences and value judgments of its practitioners. Implicit in Weber’s wertfreiheit principle is the conviction that it is, at least in principle, possible for the economist to pursue his science in detachment from his own personal judgments of value. In fact, however, some twentieth-century philosophers have challenged (and do still challenge) this, maintaining that it is an illusion to believe that one can suppress one’s value judgments while engaging in one’s science. Inevitably, they argue, one’s science reflects one’s moral presuppositions. Mises may have agreed that to maintain such detachment may be difficult—but he would have emphatically rejected claims that it is impossible. It is the scientist’s obligation to the reputation and integrity of his science, Mises would have insisted, that he insulate his scientific work from any hint of “contamination” arising from personal predilections. The medical researcher exploring the links between cigarette smoking and cancer must pursue his laboratory testing and his statistical analysis without that research being affected in any way by his own preference for smoking or his own fears concerning the disease. So too must the economist’s analysis of markets, of regulation, and their consequences be utterly independent of his own moral opinions concerning liberty, the inequality of incomes, or whatever. Mises’s position offers a fascinating illustration of the ambiguities and complexities involved in the wertfreiheit principle. Gunnar Myrdal was a prominent twentieth-century Swedish social scientist. (His positions on economic policy were so utterly at odds with those of Mises, that when, in 1974, Myrdal and F. A. Hayek were joint recipients of the Nobel Prize in economics, it was widely understood that these choices represented a kind of ideological balancing act, with Hayek’s approving views on free markets being counterbalanced by Myrdal’s advocacy of comprehensive government control of the economy.) In 1930 Myrdal published a German-language book that examined the history of economics and concluded that most of the leading economists during that history had injected political presuppositions and ideals into what they presented as scientific investigations. This book was translated into English in 1955. Fritz Machlup (himself an eminent Austrian-trained twentieth-century economist who had been a pupil of Ludwig von Mises and who treated Mises at a personal level with exemplary loyalty) wrote a review of this published translation. Machlup drew attention to Myrdal’s declaration that (unlike the other schools of economic thought) the Austrian School of economics was not guilty of injecting political ideals into their scientific work. Machlup found this approving judgment surprising. “How did the anti-interventionist writings of the Austrian von Mises escape Myrdal’s attention?” he asked. Apparently Machlup was not able to reconcile Mises’s stated insistence on wertfreiheit and detachment from ideological pre-commitments with Mises’s eloquent writings in favor of laissez faire and the free-market economy. In fact a reader of Mises’s work cannot fail to sense a paradox surrounding the passion with which Mises wrote his economics. By the time we reach the third part of this series, we shall hopefully have resolved this paradox. Here we shall merely identify it and relate it to the broader challenge of extracting useful advice from wertfrei economic science. Ludwig von Mises and the Importance of Economics Mises was, as we have seen, convinced that economics must be pursued dispassionately—as a wertfrei discipline—but he wrote with white-hot passion about the dangers that face mankind should it ignore the truths which academic science reveals. He concluded his magnum opus, Human Action, with the following searing sentences: “The body of economic knowledge is an essential element in the structure of human civilization; it is the foundation upon which modern industrialism and all the moral, intellectual and therapeutic achievements of the last centuries have been built. It rests with men whether they will make proper use of the rich treasure with which this knowledge provides them or whether they will leave it unused. But if they fail to take the best advantage of it and disregard its teachings and warnings, they will not annul economics; they will stamp out society and the human race.”6 It is this passionate conviction on the utter importance of the teachings of economic science that accounts for the attention which Mises paid to the philosophical status of those teachings. Mises believed that the enemies of the free society can maintain their advocacy of central planning and massive government intervention in (or replacement of) the market economy only by ignoring or denigrating economic science. He saw all the attempts to question the validity of the foundational propositions of economics as driven by the ulterior motive of discrediting laissez-faire economic policy. Because Mises believed that only laissez-faire policies can sustain modern civilization, he felt driven to clarify and defend the philosophical foundations of what he called “modern economics.” (For Mises, modern economics was the body of economic teachings rooted in the classical economics of Adam Smith and his followers, as refined and reformulated by the so-called neoclassical economists, including especially the founder of the Austrian School, Carl Menger and his followers, among whom was Mises’s own teacher, the eminent Eugen von Böhm-Bawerk). Mises’s clarifications of the foundations of neoclassical economic theory included, in particular, his defense of economics from the Marxist charge that conventional economists are merely the lackeys of Wall Street, advocating free markets only in order to serve their capitalist paymasters. Mises saw clearly that, unless economists purged their science of any taint of personal bias (that is, as expressing personal judgments of value), their teachings would be vulnerable to such dismissal. Precisely because he saw free markets as the essential prerequisite for civilized, prosperous society, and because he believed that disinterested economic analysis definitively supported this view, Mises was terrified by the possibility that economic science was to be dismissed as nothing but capitalist propaganda. Fritz Machlup saw Mises’s advocacy of laissez faire (his “anti-interventionist” writings) as an example of precisely that departure from impartiality in the pursuit of economic science, for which Myrdal had indicted so many economists (but for which had declared the Austrian School, in general, as having been not guilty). We shall return, in the third essay in this mini-series, to examine the validity of Machlup’s charge.
models good

Indicts of economic models miss the point – they are heuristics not to predict, but to analyze  

Krul, 2010 – PhD at Brunel University, Masters in Economic History from the London School of Economics, “How to Criticize and How Not to Criticize Positive Neoclassical Economics I: Models”, http://mccaine.org/2010/11/06/how-to-criticize-and-how-not-to-criticize-positive-neoclassical-economics-i-models/)//BZ

It is a familiar refrain in criticisms of positive economics, in particular positive neoclassical economics (which indeed has by far the lion’s share of work of this kind), that it relies too strongly on unrealistic theories. Now when people speak of unrealistic theories, what they tend to mean in practice is the reliance in positive neoclassical economics on modelling, and more specifically modelling on the basis of assumptions that are known to be false. More than any other aspect of neoclassical methodology, this has come in for much criticism both from within and without the discipline of economics. It has nonetheless also had its defenders – most famously Milton Friedman, to whom is ascribed the thesis that the unrealisticness of assumptions does not matter at all as long as the theory so developed has better predictive value than any other.(1) This has also often in the minds of the critics been associated with the mathematization of modelling and economics in general that has taken place in the second half of the 20th century, and which is often seen as masking the falsehood of the models and thereby the theories by hiding it behind mathematical formulae. Yet although I think neoclassical economics is by and large poor economics and much of these things are very worth criticizing, it is important to look more closely at these matters and to separate some of the different aspects of these methodological issues and the basis for criticizing them. First of all, it is important to understand the defense for such approaches in economics. It will not to at all, as many of the critics from outside economics tend to do, to attack a model purely for the unreality of its assumptions alone. When economists use models assuming perfect competition, or perfect information, or the profit maximization of firms, this does not entail at all a commitment to a belief that such conditions actually hold in real life. This explains the irritated and contemptuous response neoclassical economists often have for the ‘vulgar’ criticisms of their methods: they do not need to be explained that in reality there isn’t actually perfect information, because they know this. The point of the model can be of various kinds, but at all times the point of the unrealism of the assumptions is to abstract from the aspects of reality that are deemed to be nonfunctional for the purposes of the model. One cannot sensibly criticize neoclassical economists for doing this, because all theory necessarily requires such assumptions: if one does not abstract from reality at all, one is left with all of reality, and one does not have a theory. As Friedman pointed out in his celebrated paper, an entirely ‘realistic’ theory of the wheat market would need to contain every possible information about every wheatstalk, every trader up to the color of their hair and their eyes, and so forth – an infinity of knowledge.(2) In natural science it is to some degree (although by no means always) possible to develop theory on the basis of direct and repeatable experimentation under constant conditions, but in economics the nature of the science does not permit this. As Karl Marx put it in the preface to Capital: “In the analysis of economic forms, moreover, neither microscopes nor chemical reagents are of use. The force of abstraction must replace both.”(3) The point of the unrealistic assumptions is therefore to allow them to elucidate forces or capacities in reality that actually prevail, but that are hidden behind exogenous counter-forces, interfering variables and so forth, and which cannot by experiment be shown due to the nature of social science. The point is emphatically not to claim the assumptions of the model world to apply to the real world, but of the forces in the model world to be analogous to those in the real world in the relevant aspects. The second point of defense is one of parsimony. The ability to abstract from all real operating forces to those which are believed to be the controlling ones allows us to go from the ‘world of appearances’ to the world of abstraction in which we can limit ourselves to those causes only. Under these circumstances, it becomes possible (hopefully) to explain a great number of disparate such appearance phenomena with a small number of dominant underlying real causes, which then allows us to do much with little. This serves the purpose of moving towards further explanatory unification in science, which is an important, perhaps even defining, goal in social and natural science alike.

Models are critical to good economic theory – net benefit is education

Krul, 2010 – PhD at Brunel University, Masters in Economic History from the London School of Economics, “How to Criticize and How Not to Criticize Positive Neoclassical Economics I: Models”, http://mccaine.org/2010/11/06/how-to-criticize-and-how-not-to-criticize-positive-neoclassical-economics-i-models/)//BZ

This does, however, raise some real questions which can be fruitfully used as points of criticism. The main point is the necessity of understanding the nature of the predictive value that these models are supposed to have and that they are supposed to be judged by. As is well-known by now in philosophy of science, the actual factual outcomes which would constitute the empirical test for theories are underdetermined by theory: for any given factual case there is always more than one theory that can account for it. In practice it is therefore not easily possible to apply a simple methodology that ignores whatever the assumptions may be and builds a predictive model, and then compares it with rival predictive models for the purposes of empirical testing. There will never be agreement about to what extent reality matches with given such theories, as is shown by the long-term persistence of strong theoretical divisions, whether between Marxists and neoclassical economists or more narrowly between Keyenesians and monetarists. It is almost impossible to determine a priori therefore at what level one should declare the problem to occur if the facts do not match the predictions of a model: maybe the data are wrongly gathered, or maybe the data are polluted by third variables affecting them, or maybe the model was wrongly constructed, or maybe the theory is incorrect. Which of these one thinks the most likely one in any given case tends to depend strongly in practice on the political and theoretical implications it would have and the degree to which they fit one’s preconceived idea of how the world works. As Friedman states: “Observed facts are necessarily finite in number; possible hypotheses infinite. If there is one hypothesis that is consistent with the available evidence, there are always an infinite number that are.”(4) Understanding this fact also allows us to understand the different uses to which modelling in neoclassical economics can be put (and not only in neoclassical economics). Because one cannot go directly from a model to reality to check whether the predictions hold true, the models function, as Uskali Mäki and others have pointed out, as a model world. They are worlds in which the assumptions made hold true – worlds in which perfect information exists, profit is maximized, or whatever. This allows them to be judged on their theoretical virtues as a way of distinguishing one hypothesis about the known facts from another, in light of the above mentioned underdetermination.(5) These theoretical virtues, again, would be primarily those of parsimony and of elegance of explanation, as well as the manner in which it allows hitherto complicated matters to be formalized for ease of use. In such a way, this formalization can allow us to grapple better with complicated questions by distilling them into clearly defined elements when they would otherwise remain muddled. As Levins and Lewontin defend mathematical formalization in science: Mathematics is used mostly in modeling in order to predict the outcomes of systems of equations. But is also has another use: educating the intuition so that the obscure becomes obvious. When we abstract from the reality of interest to create mathematical objects, we do this because some questions that would seem intractable can now be grasped immediately.

Reject their sweeping indicts of models – prefer the specificity and diversity of applied economic methods 

Krul, 2010 – PhD at Brunel University, Masters in Economic History from the London School of Economics, “How to Criticize and How Not to Criticize Positive Neoclassical Economics I: Models”, http://mccaine.org/2010/11/06/how-to-criticize-and-how-not-to-criticize-positive-neoclassical-economics-i-models/)//BZ

The role of assumptions in models can therefore be manifold, as manifold as the purpose of the models themselves. Models in economics will then namely be seen as having two major possible functions (there are also some minor ones which I will not go into in detail): either they function as purely theoretical model worlds, and the purpose of the exercise is to elucidate some aspect hitherto unacknowledged about this model world, thereby improving the precision of and knowledge about a given positive economic theory, or a model attempts to directly make a claim about real causes that operate in reality, by either making a predictive claim on the basis of the model’s abstraction of reality or by making a claim about the reality of the causal factor identified in the model. These two different approaches are both common in neoclassical economics and are not always properly differentiated by the economists themselves. Yet they should attract accordingly different criticisms on their merits. Uskali Mäki again has described very well what the difference is between the ‘substitute systems’, as he calls the former type, and the ‘surrogate systems’, as he calls the latter type: One kind of criticism attacks styles of inquiry that treat a model as a substitute system only, not even intending it as a means for gaining access to the real world. The alleged problem is that there is no attempt. The other kind of criticism acknowledges a model being treated as a surrogate system, but blames it for failing in accessing the social world. The alleged problem is that there is a failed attempt. The history of economics exhibits both kinds of criticism. (7) In order to criticize neoclassical economics effectively, one must separate these two types of criticism. The unrealisticness of assumptions is warranted insofar as a given model’s identification of causes can, in the terminology of Mäki, be said still to resemble the real causes operating in the world; it is an empirical question whether this is the case or not, and therefore one that is very liable to the underdetermination problem identified above. However, there are also cases in which the unrealisticness is always unwarranted. There are several such cases. The most important one is the case in which either the model is only used to elucidate other models or assumptions in positive neoclassical economics, without making the attempt to connect it with the real world in any way, except highly indirectly – on the basis of the principle that most of neoclassical economics can be accepted as known and true, and therefore elucidating theoretical aspects of neoclassical economics’ assumptions is helpful. Here the model is then subject to the ‘so what?’ critique: even if it is true that a given model has certain properties as a thought experiment, it is still necessary to justify empirically the connection of the thought experiment to reality. However, there is obviously room for maneouvre here: as Mäki also points out, what appears from a critic’s point of view as a substitute system can from the point of view of a practitioner appear as a surrogate system, it just happens that the model discussed in a given paper is only remotely connected with the eventual application to reality. Again, there will be disagreement on the point of this being true or not, and the more remote the application to reality is, the greater the room for challenge. Very often in economic papers the models discussed make no hypothesis about reality at all, or when they do, the hypothesis makes an immediate and unjustified leap from the theoretical properties of the model to the theoretical properties of reality – here is an excellent terrain for criticizing neoclassical economics, which seems especially prone to these errors. A slightly less significant but also relevant point of criticism for modelling in this context is the use of assumptions in models for the purposes of tractability, including presentation for pedagogical purposes and the like. Here, it is of the utmost importance that such assumptions when unrealistic are as trivial and as irrelevant to the actual point of contention as possible. As Mäki has pointed out but perhaps not emphasized strongly enough, contrary to the habitual practice of many neoclassical economists, any unrealistic assumptions made for the purposes of tractability must not have any ontological implications. As his example goes: A few decades ago economists lacked the mathematical tools for dealing with increasing returns and monopolistic competition in a general equilibrium framework. This violated the ontological convictions of many economists working on development issues: these economists conceived of (major parts of) the economy as being governed by positive feedback mechanisms and market imperfections. In case a conflict between ontology and tractability is resolved in favor of tractability while suppressing ontology, the obvious suspicion is that the models that ensue are (or are to be) treated as substitute systems only.

Indicts of the veracity of models miss the point – even if they win predictions are impossible, economic meta claims are true and avoid their offense

Krul, 2010 – PhD at Brunel University, Masters in Economic History from the London School of Economics, “How to Criticize and How Not to Criticize Positive Neoclassical Economics I: Models”, http://mccaine.org/2010/11/06/how-to-criticize-and-how-not-to-criticize-positive-neoclassical-economics-i-models/)//BZ

To sum up: it will not do for critics of positive neoclassical economics to complain about the unrealisticness of assumptions in modelling alone. It is necessary to distinguish between different types of models, particularly whether their purpose is of description or prediction of causes in the real world by abstracting from all causes deemed negligible or whether their purpose is to create a thought experiment in order to elucidate aspects about positive economics to make them clearer, easier to teach, easier to model etc. In the former case, we must judge them by whether we think they stand the empirical test – this cannot be definitively resolved, and will remain a subject of contention. But Mäki has suggested that by reformulating the unrealistic assumptions in terms of positive theses about the negligibility of causes abstracted away, it becomes easier to find a way of testing them. He here distinguishes the weaker version (‘negligibility’), which implies that the model can justifiedly abstract from real existing causes because they are held to be negligible for the purposes of the model, and the stronger version (‘applicability’), which holds that the causes in the domain discussed actually are negligible.(9) Whether this is sufficient as a ground for criticism of positive neoclassical economics can be doubted, but distinguishing the two is important, and it does open the way for critiques to be more focused on making implicit assumptions in neoclassical models and papers explicit, as well as pointing out inconsistencies in the conclusions drawn by economists from the logical structure of their own models. This in turn is a fruitful base to contrast them with alternative economics approaches such as Marxism, which may need many fewer assumptions and be able to boast at least equal empirical plausibility. With regard to the latter case, the case of pure thought experiment, the unrealisticness of the assumptions can and should be attacked directly, because there is no plausible reason for permitting unrealism if it is no immediate help in understanding the world as the real object of study. Here, the ‘vulgar’ critique of neoclassical economics is more in the right place. As Mäki summarized it: Both have a chance of being true, but do so in virtue of different kinds of fact. On the one hand, paraphrases in terms of negligibility and applicability make reference to, and may be true partly in virtue of, properties of the real target system of a model. Thanks to this, they can be used for justifying the original idealization. On the other hand, the metaclaims listed above are about the roles of idealizing assumptions in modeling practice, so are true or false in virtue of pragmatic facts only – facts about disciplinary practices of inquiry and education such as early-step, tractability, academic entry, pedagogic value. These claims may be very informative about important facts of academic practice, so may be justified as such factual claims. But (…) re-nomination in terms of early-step status, tractability, aesthetics, pedagogy, and academic entry may support nothing but substitute modeling if left unsupported by other arguments that do appeal to real-world facts. Negligibility and applicability assumptions do make appeal to the properties of real targets and are therefore able to support surrogate modeling.
Economic models are vital – key to simplification and making knowledge productive

Kaewsuwan, 2002 – Researcher at the Gaoshan University (Suttinee, “Importance of Models in Economics”, http://www.gaoshan.de/university/tp/Importance_of_Models_in_Economics.pdf)//BZ

From the previous parts, it has been discussed about ‘what is a model?’, ‘types of models in economics’, and ‘why do economists need a model?’. These topics give the better and clearer view about the role of models in economics. If economists didn’t have models, how could they express their ideas in order to make other people follow and understand their ideas? It is not easy to explain any economic issues without using graphs, diagrams, or equations. These Models are the essential tools for economists. The main purpose of using them is to simplify reality. It is easier to understand economic issues when they are represented data by models. In economics models have important roles in calculating numerical issues, showing the visualized version of data, and explaining how the process runs. Econometrics is a supporting branch of economics for forecasting changes in economics and developing new economic theories. Econometricians apply a high level of mathematical knowledge to explain and foresee economic issues. There are some criticisms about models in economics; for example, a contrast between models and the purpose of using models, models are used to simplify reality but most of them are not easy to understand and always explain by using complicated systems of equations. In this point there is no true or false agreement for it; not only is it true that models should be simple and easy to understand but it is also important to include all influenced factors in models in order to reduce errors. Models are used widely in economic reports and researches. Importance of models in economics is not only tools for economists, but also how they use these tools; how to choose the right one. They separated econometrics as a branch of economics for further studies about models. From these discussions it can be concluded that models are very important in economics.

predictions good

Economic predictions aren’t arbitrary – they utilize rigorous method and synthesis of information, limits unpredictability 

Chow, 2002 – Professor of Economics at Princeton University (Gregory, “Can Economist Forecast Accurately, stored in Princeton archives, http://www.princeton.edu/~gchow/AcadSin.pdf)//BZ

Economic prediction is an art as much as a science. It is an art to apply the appropriate economic laws. All trained economists have studied the basic textbooks and passed qualifying examinations. However only a few have the sound judgment to select the relevant part of economic theory to make an accurate analysis of the problem at hand. For example, what explains the Asian financial crisis in 1997-99? Was it due to an inherent weakness of the financial system of many Asian counties? In the West, such an alleged weakness is dubbed “phony capitalism.” If this is the case a slow and incomplete recovery should be predicted because future growth would be limited by such fundamental weaknesses in economic institutions that cannot be changed easily. Was the crisis that first started in Thailand in 1997 the result of speculative bubbles similar in nature to those occurring in developed economies? If so, the affected Asian economies could be expected to recover fairly rapidly to their former growth paths in the same way that a developed economy recovers from a bubble, provided that no other important factors came to intervene, such as a downturn of the U. S. economy. Methods Of Prediction Given the above conditions for accurate predictions, economic events can be predicted by the use of quantitative economic models. We will also consider the forecasting of non-repetitive or unique events. Such events can also be forecasted if the factors affecting the outcome and the manner they affect it are corrected specified by the use of relevant economic and non-economic knowledge combined with sound judgment. We can describe methods of prediction suitable for the two types of problems. A) Formal and quantitative. The use of a formal model is required. One can select a small number of important variables to make the forecast and rely on a few parameters to characterize the interactions of these variables with the variable to be forecast. The value of the parameters could be estimated by econometric methods or determined by judgment based on prior knowledge of the forecaster. Some economists build large econometric models for forecasting. I do not have such competence; I am unable to specify so many equations correctly since there may be insufficient knowledge concerning some of the equations. The estimation of a large number of parameters may give rise to inaccurate estimates given a limited set of data. Furthermore, misspecification of some equations can affect the estimation accuracy of other equations and the predictive accuracy of the entire model. Hence I will leave to others to discuss how to forecast with models much larger than the one presented in Chow (1967a), while being content to answer the question raised in the title this paper by using the examples with which I am familiar. B) Informal and qualitative. The use of econometric models for prediction assumes that the data are generated by a stochastic process that continues to generate data in the same manner as in the past. Therefore it is applicable only to repetitive economic events. Some economic events are not repetitive. One example is the introduction of economic reform in China in 1978. To forecast such events one cannot rely on an econometric model and statistical data to estimate its parameters, but the analytical framework is similar. The method for forecasting non-repetitive or unique historical events is more general than econometric method. Both require the selection of important variables and the specification of how the variables affect the outcome. Econometrics is a special case when the variables can be conveniently measured numerically and when their effects can be formulated in a set of mathematical equations. For example, the degree of competence of certain political leaders and the quality of the Chinese workers and entrepreneurs affected the success of China’s economic reform in the 1980’s but these variables are difficult to quantify. By assigning numbers somewhat arbitrarily to these attributes may not improve forecast accuracy. The effects of these qualitative attributes or variables need not be embedded in mathematical equations. Specifying a set of mathematical equations may not be as effective as the use of judgment concerning the combined effects of the attributes as we shall demonstrate in an example below on predicting the future of Hong Kong. The computer has not yet surpassed the human brain in processing information for making important business and political predictions. Neither can the use of mathematics. However, two general steps in the use of econometrics for forecasting are applicable in general. First, select the major “variables” relevant to the historical situation at hand, even if these “variables,” like the ability and character of certain political leaders, are not measured quantitatively. Second, specify how the variables acting together will affect the outcome to be predicted.
Economic predictions are valid and true – models and events based on predictive rationality

Guesnerie, 2002 – Chaired Professor of Economic Theory and Social Organization at the College de France (Roger, “Anchoring Economic Predictions in Common Knowledge”, Econometrica, Vol. 70, No. 2 March 2002)//BZ

The paper examines within a unified methodology expectational coordination in a series of economic models. The methodology views the predictions associated with the Rational Expectations Hypothesis as reasonable whenever they can be derived from the more basic Common Knowledge Hypothesis. The paper successively considers a simple non- noisy N-dimensional model, standard models with “intrinsic” uncertainty, and reference intertemporal models with infinite horizon. It reviews existing results and suggests new ones. It translates the formal results into looser but economically intuitive statements, whose robustness, in the present state of knowledge, is tentatively ascertained. KEYWORDS: Rational expectations equilibria, “eductive” and “evolutive” learning, Common Knowledge. PART I—PRELIMINARIES: OBJECTIVES, METHODOLOGY, AND EXAMPLE 1. INTRODUCTION LET ME, IN THE INTRODUCTION, emphasize the three main terms in the title. First term, predictions. Predictions of participants is a key ingredient of social and economic life; broadly speaking, the present analysis attempts to contribute to the discussion of the quality of such predictions. Its more precise concern is well reflected in a sentence of a letter, sent about one century ago, by H. Poincare to L. Walras: “Vous regardez les hommes comme infiniment egoistes et infini- ment clairvoyants. La premiere hypothese peut etre admise dans une premiere approximation, mais la deuxieme necessiterait peut etre quelques reserves.” Infinite clairvoyance in Poincare terms, depicts the quality of “men’s” predictions, and according to the most plausible exegesis refers to what is now called the perfect foresight hypothesis, a hypothesis that is implicit in Walras’ discussions of intertemporal equilibrium. If this interpretation is correct, Poincare’s reservations would most likely extend to most models of modern economic theory that assume agents have rational expectations, a form of “maximal,” if not necessarily “infinite,” “clairvoyance.” Rational expectations is indeed the hypothesis that the present analysis attempts to place under scrutiny. The critical reflections reviewed in this text go along specific lines that we will characterize: they hopefully contribute, together with competing strands of research on the subject, to make explicit and put flesh on “some reservations.” The second term that deserves special emphasis is economic. Although many of the basic ingredients of the present analysis have a game-theoretical origin, and relate to the foundations of the concept of Nash Equilibrium, a problem that conceptually encompasses the problem of the foundations of rational expectations, the specific focus of the present paper is economic modelling. Economic models have a logical and mathematical structure that gives them a well defined identity when compared, for example, to the prototype game with two players and finite strategy sets. One of the main objectives of the analysis is to take advantage of the just evoked specificities to discover and stress economic intuition. Indeed, the paper’s analysis of expectational coordination refers to Muth, Cournot, Keynes, Walras, and focuses attention on information revelation, OLG models, saddle-path solutions, cycles..., rather than on the prisoner’s dilemma or the battle of the sexes. A unified methodology will be precisely defined and justified below and can be somewhat boldly characterized as a Common Knowledge methodology. Common Knowledge is indeed the third term I want to emphasize. As a brief and somewhat caricatural justification for the terminology, one may say that originally rational expectations have been viewed as “the extension of the rationality hypothesis to expectations” (Muth (1961, p. 316)) while the present paper and the studies on which it is based attempt to determine when rational expectations can be viewed as “the extension to expectations of the Common Knowledge of rationality hypothesis.” In favorable cases, rational predictions are then anchored in Common Knowledge.

