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Abstract: The dominant conception of the relationship between economists and policy makers is 
one which sees economists as scientists, whose knowledge is, ideally, derived independently of 
the interests which motivate politicians, civil servants and the public. This paper challenges the 
effectiveness, practicality and philosophical foundations of this outlook and proposes an 
alternative approach to policy-oriented economics. Developments in the philosophy of science 
have revealed serious problems in this positivist methodology and these undermine economists' 
conception of their rflle. A n alternative approach is proposed — based on a realistic view of how 
economists hold and change their beliefs and recognition that encounter and engagement with 
practical problems shapes the research which is undertaken. Although this case is, primarily, 
advocated wi th arguments concerning the effectiveness of economics i n policy debates, 
philosophical support for the approach can be found in hermeneutic theory and the recent revival 
of a realist philosophy for the social sciences. 

I I N T R O D U C T I O N 

T his paper suggests an approach to economics which emphasises the 
objective of unders tand ing and i n t e r p r e t i n g economic r e a l i t y and 

identif ies the processes of persuasion and debate as impor t an t means of 
reaching these objectives. Such an approach demands t h a t professional 
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economists take seriously the role of non-economists in the overall project of 
economic enquiry. Stated in summary form this approach may seem innocu
ous, or even obvious; but, in fact, it is at variance with the outlook which 
dominates economics, especially in the universities. The concrete implication 
of the approach, and the main argument of the paper, is the need for a policy-
oriented economics which is more theoretical and a theoretical economics 
which is more realistic than is currently the norm. 

The argument does not flow from philosophy to economics. The proposed 
approach to economics derives mainly from reflection on economics as a 
subject and involvement in economics as a practice. However, there is, it is 
argued, strong philosophical support for the approach to economics outlined 
here. There are philosophical arguments available which emphasise the 
interpretive nature of the social sciences, which cast doubt on the possibility 
of prediction, which accept the limits of empirical falsification, which stress 
the value of inter-theoretical debate and dialogue, which reject the fact/value 
distinction and which dissolve the rigid division between theory and practice. 
This does not imply that there is a set of philosophical arguments which 
dictate the approach to economics outlined here, or show the orthodox 
approach to be impossible. That is not the nature of philosophical arguments 
in this area (Bernstein, 1976). 

Section I I considers the dominant conception of the relationship between 
economists and policy makers and identifies its philosophical foundations. A 
series of practical and philosophical problems are identified and an alter
native approach to policy-oriented economics is described. In Section I I I I 
consider the philosophical orientations that are implicit in this alternative 
approach and outline some philosophical support which can be found for it. 
Section I V summarises the argument and outlines some of its methodological 
implications. F inal ly , the relationship between my argument and the 
approach of McCloskey is briefly stated. 

I I P O L I C Y - O R I E N T E D E C O N O M I C S : P R A C T I C A L AND 
P H I L O S O P H I C A L I S S U E S 

1. The Conventional Approach: the Economist as Scientist 
Many economists approach questions of economic policy with a model 

which might be described as that of the cynical but objective expert. The idea 
of the economist as the objective expert has its origin in the notion of 
economics as a science — where science is understood in the logical positivist 
sense (Boland, 1987; Walsh, 1987). This dictates a particular relationship 
between the economist-as-expert and the policy maker as client. I n this 
relationship the economist will tend to view him or herself as objective and 



disinterested. This w i l l be contrasted w i t h the interestedness of the policy 
maker. The client is seen as hav ing given objectives; the role of the economist 
is to advise on how these goals can or cannot be attained. The economist w i l l 
t end to have a notion of, wha t we m i g h t call , an ideal research s i tuat ion — 
the pursu i t of research w i t h m i n i m u m pressure from policy makers. The ideal 
research procedure and the results reached are considered to exist indepen
dently of, and be inva r i an t w i t h respect to, the involvement of the client or 
policy maker. Above a l l , the "independence" of research from pol i t ica l pro
cesses and interests is seen as essential. 

M u c h of th i s is no different than the outlook of many groups of so-called 
experts and reflects the widely-held ins t rumenta l view of ra t ional i ty i n which 
clear dis t inct ions are believed to be possible between ends and means. 
However, i n the case of economics, the content of orthodox economic theory 
adds a fur ther tw i s t to th is vision of the relationship between the expert and 
cl ient . The ana ly t ica l core of the orthodox economics is the idea of the 
i n d i v i d u a l u t i l i t y maximisa t ion subject to the constraints of given endow
ments. Th i s suggests to the economist t ha t the c l ient is also mot ivated to 
maximise h is or her i nd iv idua l u t i l i t y . Th i s leads many economists to view 
the i r various policy clients i n the fo l lowing three ways. F i rs t , politicians 
are viewed as ei ther cynically self-motivated or ideologically d r iven and 
i r ra t ional . The former at t i tude arises where the model of u t i l i t y maximisat ion 
is applied to pol i t ical behaviour; the la t te r a t t i tude arises where th i s model 
cannot plausibly be applied to poli t icians who are pa tent ly pursu ing other 
ends. B u t w i t h i n the i n s t rumen ta l view of r a t i ona l i t y , and very di rec t ly 
w i t h i n orthodox economic theory, ends other than i n d i v i d u a l u t i l i t y maxi 
misat ion, such as substantive social ends, as viewed as purely ideological — 
reflecting ind iv idua l and essentially irrational or non-rational beliefs (Xenos, 
1989, p. 79) 

Second, civil servants are viewed as i nd iv idua l or collective maximisers , 
us ing the i r posit ion to maximise public expenditure and control . They are 
considered as i n need of the results of economic research b u t not of involve
ment w i t h theories and arguments. F ina l ly , voters are also seen as a u t i l i t y 
maximisers — even i n the i r poli t ical behaviour. They are commonly referred 
to as "punters" and, whi le viewed w i t h sympathy (as the vic t ims of taxation), 
are also considered as h a l f responsible for economic problems because of thei r 
ill-conceived pressure on politicians. Needless to say, the role of other groups 
(such as trade unions, employers and farmers) i n the policy process and 
economic debate, is viewed negatively, since they are considered to do so 
simply and irredeemably to serve thei r own, often monopoly, interests. 

Whi l e th i s picture of policy-oriented economics is d rawn fa i r l y s ta rk ly i t 
does, i n m y opinion, capture the m a i n elements of a wide ly-he ld v iew. 

F 



Furthermore, i t describes the outlook not only of many economists involved i n 
genuine public policy-oriented work, bu t also of some who choose not to be — 
1. e., those who escape the perceived constraints and i r r i ta t ions of dealing w i t h 
policy makers, by eschewing a l l policy oriented and "applied" work. 

2. The Philosophical Basis of Orthodox Economic Theory 
I f pressed to provide a philosophical grounding for th is approach most 

economists and economic textbooks cite the arguments of logical empiricism. 
This strongly embodies the posit ivist assumptions of the theory/observation 
d is t inc t ion and the covering-law model of explanation. Indeed, economic 
theorists have taken more seriously than other social scientists the search for 
universal or general laws w i t h o u t which explanation was considered to be 
impossible. Fu r the rmore , economics has made f u l l use of the pos i t iv is t 
approach to ontology, the theory of wha t is. The core concepts of economic 
theory are frequently presented as mere definitional postulates of the theory, 
ra ther t h a n assertions about the na ture of economic rea l i ty , and the i r 
a rb i t r a ry na ture is defended as i r re levant given the i r role as assumptions. 
These def in i t iona l postulates or assumptions form the basis of logical-
mathematical relations which, i n t u r n , generate observation-statements. 

I t should be said t h a t th is is an incomplete characterisation of orthodox 
economic theorising. Despite the official dominance of logical positivism, there 
has been enormous g rowth of purely theoretical work, derived us ing math
ematical logic, which makes no pretence to y ie ld ing observation statements. 
B u t as a characterisation of the philosophical approach of economics i t may 
s t i l l have considerable relevance, for two reasons. Fi rs t , the shift to math
ematical formal ism may be, i n par t , a subconscious reaction to problems of 
logical empir ic ism; i n which case i t could be seen as a change of emphasis 
within a posit ivist philosophical outlook. 1 Second, Boland, who has identified 
and studied the new view tha t proving logical va l id i ty is more impor tant than 
careful data collection, argues tha t "we must be careful to recognise tha t the 
shift f rom pursu ing indisputable empir ical facts to pursu ing indisputable 
logical facts is not fundamental ly a major change i n methodology" (Boland, 
1987, p.457). 

1. Outhwaite has pointed out that logical empiricism started from two postulates: experience 
as the foundation of knowledge, and a conception of theory as the interpretation of a logical or 
mathematical system. As he says, "the marriage of these two was an unhappy one, marked by 
frequent separations and reconciliations, with periodic attempts to redefine the 'correspondence 
rules', l inking theoretical statements with observational reports" (Outhwaite, 1987, p. 18). While 
economics is remarkable for its ability to ignore relevant developments in the philosophy of 
science, it is arguable that this unhappy marriage within the positivist project has nevertheless 
created tensions within economics and that these have induced the move towards formalism in 
economic methodology. 



3. An Alternative Approach 
I t is i n contrast to th is dominant conception of policy-oriented economics 

and economic theory t h a t I advocate a policy-oriented economics which is 
more theoretical and a theoretical economics which is more realist ic. The 
a l ternat ive approach starts f rom a different conception of economics as a 
subject. 

Value-Freedom and Interests 
I f the economist is not a scientist ( i n the sense referred to) i t follows 

immedia te ly tha t both the economist and policy maker should be seen as 
hav ing and/or representing interests and values. The approach advocated 
here involves ou t r igh t rejection of the way i n which the interests and mot i 
vations of politicians, c iv i l servants, voters and social groups are conceived i n 
economics. The economist's notion of how self-interest predominates i n public 
life has been refuted, empirically, logically and philosophically (Lewin , 1991). 
I n addi t ion, the ends or objectives of economic policy (or of agents such as 
poli t icians, c iv i l servants and citizens) are not given, b u t are contingent on 
economic, pol i t ical and social developments (Tomlinson, 1981). Even then, 
they cannot be identified by simple observation. Fur thermore, the objectives 
of economic policy and the means used to pursue them, cannot be considered 
as rigorously separate from one another. This suggests t h a t i t may also be 
necessary to question the not ion tha t economic policy, and policy-oriented 
economics, conforms to the standard means/end dual i ty . 

Th i s br ings to l i g h t a fur ther characteristic of the approach to policy-
oriented economics advocated here — the need to cross exist ing discipl inary 
boundaries. The conception of society, economy, interests and policy which 
underlies the approach enjoins economists to learn f rom sociology, polit ics 
and history. I n discussing the philosophical foundations of economics, T r i g g 
makes the po in t t h a t "there is something basical ly at f au l t w i t h any 
methodology which invites confrontation w i t h other social sciences". He notes, 
correctly i n my view, t h a t "economics cannot be r i g h t to v iew society i n an 
ind iv idua l i s t manner, i f sociology is r i g h t to look at i f f rom a hol is t point of 
view" (Trigg, 1985, p. 130). A t the level of theory, we could usefully begin by 
ques t ioning the very concept of "the economic", "the social", and "the 
political". 

Research not Independent of Practical Tasks 
We must now look very sceptically at wha t I have characterised as the 

ideal research si tuation — the idea tha t the correct research procedure, and 
wha t the research w i l l reveal, exist independently of any par t icu lar policy 
problem and the way i n which i t is conceptualised. I f th is were t rue, then 



m i n i m u m involvement w i t h policy makers or other practical people would 
indeed be ideal. The task would then be to deliver the results of research to 
policy makers and draw out the policy implicat ions of the research. 2 I f the 
policy maker chooses to ignore i t , then tha t is not the economists' concern. 
The not ion of del iver ing the arguments and results of research to a wider 
public would be viewed as pointless, or perhaps dangerous, since the com
municator — the media — are l ike ly to misrepresent or distort the findings. 
Where this does arise, there is a tendency to see i t as purely the responsibility 
of media and/or some interest group, and i t is frequently considered unwise 
for researchers to enter the public debate. 

The premise which underlies th is view of research, and th i s pa t te rn of 
policy-oriented economics, is false. The correct research procedure and the 
findings of research are not independent of the concrete policy problem and 
the way i n wh ich i t is conceptualised. T h i s follows f rom the na ture of 
economics as a social science. The results of economic research include the 
meanings which are attached to par t icu lar magnitudes and concepts and 
these do not exist independently of par t icular contexts, one of which is the 
context as determined by a par t icular policy problem or issue (Outhwaite , 
1987, p. 46 ) . 3 The key impl ica t ion of th is argument is t h a t i t is wrong to 
assume t h a t the research which one would do, and the results which one 
wou ld f ind , are independent of involvement w i t h policy problems or other 
practical tasks. Experience shows tha t the encounter and engagement w i t h 
pract ical people acts back on the research which is undertaken, j u s t as the 
engagement w i t h economists modifies the policy makers ' conception of the 
problem which they face. Th i s can be seen as an example of wha t Giddens 
identifies as the "double-hermeneutic i n the social sciences" (Gregory, 1984). 
This suggests tha t far from being a nuisance, as i n the conventional view, the 
policy-oriented economists' dialogue w i t h policy makers and others is central 
to the task of achieving useful knowledge. 

I f th i s is accepted then two other implicat ions arise. F i rs t , a wide dis
semination of economic ideas and theories is l ike ly to help rather than hinder 
the economists' pursu i t of knowledge. The distance from public debate which 
is suggested by academic scientism may l i m i t the growth of knowledge. I t is 
argued below tha t th is wide dissemination should, and can, include not only 

2. I t is notable the frequency with which the "policy implications" of research are discussed in 
a perfunctory manner at the end of research papers — even in the case of publicly funded 
research bodies! 

3. I t is shown in Section I I I that this does not involve the claim that there is no social or 
economic reality independent of our thought. The concept-dependence and activity-dependence of 
economic and social reality, and the resulting element of epistemological relativism, does not 
necessarily entail ontological relativism. 



economic results or t ru ths , bu t also economic theories and arguments. Second, 
i ts suggests tha t dialogue w i t h policy makers and practical people is helpful , 
not only because the i r perceptions are pa r t of the rea l i ty which the econo
mists seek to understand, but also for a much cruder reason: t ha t they migh t 
be r i g h t and the economists wrong. Two s t r i k i n g examples can be given of 
this point. Hav ing completed his "long struggle to escape from habi tua l modes 
of thought and expression", Keynes saw tha t he must reassess the economists' 
contempt for mercant i l i sm and wha t they saw as the "puerile obsession" of 
statesmen w i t h the balance of payments and the level of investment: 

On these matters economists have seldom succeeded i n convincing the 
public. The i r fai lure to do so, and the deep-rooted suspicions as to the i r 
competence which the i r unsuccessful a t tempts have aroused, are, I 
t h ink , a t the bottom of the explanation of the low standing of economists 
regarded as practical experts and the unwil l ingness of statesmen and 
business men to accept the i r advice. For i t now seems to me tha t the 
economists, i n the i r devotion to a theory of self-adjusting equ i l ib r ium, 
have been, on the whole, wrong i n the i r practical advice and tha t the 
instincts of practical men have been, on the whole, the sounder. (Keynes, 
1932, p. 406) 

I n the i r pioneering recent re-working of trade theory Helpman and Krugman 
reach results wh ich also suggest t h a t far f rom economic doctrine being 
scientific and practical people prejudiced, the rea l i ty was the reverse: " i n 
effect a large domestic market serves as a base for exports — a proposition 
tha t has always seemed plausible to practical people b u t is ha rd to capture i n 
formal models" (Helpman and Krugman, 1985, p. 209). 

Economic Theory in Policy-Oriented Economics 
Al though the rejection of the not ion of economics as a science implies a 

rejection of the standard view of the role and nature of economic theory, i t is 
not possible i n this paper to elaborate on the paral lel call for economic theory 
which is more realistic (Lawson, 1989b). I t is possible to explain the case for 
an approach to policy-oriented economics which is more theoretical. 

A strong case can be made tha t economic theory i t se l f can be helped, rather 
t han hindered, by the engagement w i t h pract ical problems. I say can be 
helped, because i t requires t h a t i n t h a t engagement economists re ta in a 
theoretical outlook, of a certain sort, and does not see practical economics as 
the abandonment of theory for description or predict ion. The way i n which 
engagement w i t h practical people and problems can help theory, and indeed 
the meaning of the approach to economics which is advocated here, can best 
be explained by c i t i ng two economists whose work is a model for t h a t 



approach — Schumpeter and Keynes. I n his History of Economic Analysis 
Schumpeter introduced Keynes's work as follows: 

Fi rs t , Keynes's work presents an excellent example for our thesis that , 
i n principle, vision of facts and meanings precedes analytic work, which, 
sett ing i n to implement the vision, then goes on hand i n hand w i t h i t i n 
an unending re la t ion of give and take. N o t h i n g can be more obvious 
t han tha t i n the beginning of the relevant par t of Keynes's work stood 
his vision of England's aging capitalism and his in tu i t ive diagnosis of i t 
(wh ich he fol lowed up w i t h o u t the sl ightest consideration of other 
possible diagnoses): the arteriosclerotic economy whose opportunities for 
re juvenat ing venture decline whi le the old habits of saving formed i n 
t imes of plent i ful opportunity persist (Schumpeter, 1954, p. 1171). 

I t is surely arguable tha t the formation of a wor thwhi le "vision of facts and 
meanings" is un l ike ly w i t h o u t an encounter and engagement w i t h practical 
issues. Schumpeter's idea of an "unending relat ion of give and take" between 
the "vision of facts and meanings" and the analytic work , is also of con
siderable interest since, as w i l l be mentioned below, i t is very s imilar to the 
unders tanding of the social sciences which has emerged under the influence 
of recent philosophy. 4 

W h y should we favour a policy-oriented economics which is more the
oretical? Many economists conscientiously refrain from involvement i n debate 
on economic policy on the grounds tha t we do not yet have empir ical va l i 
dation and quantif ication of the relevant theories. This at t i tude is commonly 
combined w i t h condescending disapproval of economists who habi tual ly offer 
policy suggestions on the basis of theory; their position is frequently described 
as "ideological" as i f i t was empirical validation which marked the difference 
between science and ideology. 

The problems w i t h logical empir icism, wel l known i n philosophy, suggest 
tha t this coyness is misplaced, because i t is based on misapprehension about 

4. The approach outlined in this paper is consistent with that of Keynes. H i s emphasis on 
"vigilant observation of the actual working system", his scepticism of prediction, his emphasis on 
the historical dimension, his rejection of a natural science model for economics, his view that 
"economics is essentially a moral science and not a natural science", his recognition of norms and 
rules in economic life, and his awareness that knowledge and understanding of economic 
phenomena is itself an economic variable, are all examples of the approach advocated above. 
Indeed, Zamagni argues that Keynes's methodology lay between the extremes of neoclassical 
positive economics and neo-Austrian apriorism (Zamagni, 1987). Recently, a more formal attempt 
has been made to identify Keynes's methodology, and to derive a coherent methodology and 
epistemology for modern economics from it. My argument here draws on a general reading of 
Keynes's approach rather than the more formal, recent, work on his philosophy and methodology. 
This line of research, can be found in Lawson (1985, 1987, 1989a), Lawson and Pesaran (1985), 
Carabelli (1988) and O'Donnell (1989). 



what economics can and cannot do. I t ignores the fact t ha t even a sophis
t icated Popperian cr i t i ca l r a t iona l i sm fai ls to adequately solve the set of 
problems which undermine crude empiricism (Doyal and Harr i s , 1986, p. 12). 
I n par t icular , the ambigui ty of empirical falsification means tha t there is no 
empirical way of deciding what's wrong when a theory fails an empirical test. 
This is not to imp ly tha t there is no way of mak ing progress i n this s i tuat ion. 
B u t wha t the philosophy and history of science tells us is tha t decisions about 
how to in terpret empirical error are made w i t h i n given systems of belief and 
conceptual commitments about the basic character of real i ty. These are not 
easily open to empir ical c r i t ic i sm since "experience cannot be employed by 
i t s e l f to decide between r i v a l systems of bel ief wh ich dispute i t s overall 
meaning" (Doyal and Har r i s , 1986, p. 13). Th i s , combined w i t h the other 
problems of empiricism, suggests t h a t i t is ha rd to ma in t a in the dis t inct ion 
between observational and theoretical terms and, i n effect, economics and 
other social sciences are "theory a l l the way down". Economists who w a i t for 
compell ing empir ical val idat ion, before exposing the i r ideas and theories to 
policy makers or the public, w i l l wa i t forever. The f i r s t argument for a policy-
oriented economics which is more theoretical is t ha t theory is most of wha t 
we have i n economics, and most of what we can have. 

This observation is consistent w i t h a realistic view of how economists and 
social scientists hold and change thei r beliefs and theories. Even before the 
"holistic t u r n " i n the philosophy of science (explained i n Section I I I ) "the more 
reflective social scientists knew t h a t they held the i r theories for reasons 
which were d i f f icul t to jus t i fy and were probably ideological" (Outhwai te , 
1987, p. 15). For those who d idn ' t know th is already, i t has recently been 
demonstrated admirably i n the case of economics (Klamer, 1984; McCloskey, 
1986). W h a t the developments i n philosophy add to th is horse sense is t h a t 
they suggest, as Outhwai te says, t h a t "perhaps th i s was, after a l l , not a 
funct ion of the i m m a t u r i t y of the social sciences b u t s imply la condition 
humaine" (ibid). 

These ideas suggest t ha t wha t is wrong w i t h the public pronouncements 
and policy suggestions of those economists who h a b i t u a l l y enter policy 
debates, tends to be bad theory, and theory w i t h which one cannot agree, 
ra ther than theory not val idated by empir ical test. I t follows tha t the more 
conscientious economists would do better to enter the fray, to expose bad 
theory and offer superior arguments and interpretations. Lawrence Summers 
has recently stated a very s imilar view i n graphic terms: "No small pa r t of our 
current economic difficulties can be traced to ignorant zealots who gained 
influence by providing answers to questions tha t others labelled as meaning
less or d i f f icu l t" (Summers, 1991). Indeed, the en t ry of these more con
scientious economists into policy debates would, among other things, have the 



effect of ra is ing the level of theoretical argument . 5 This would be a significant 
improvement , since i t is w i l f u l ignorance of theory, more than any lack of 
empir ical val idat ion, which makes the policy proposals of certain economists 
ideological. 

The Nature of the Social Sciences 
The approach to policy-oriented economics and economic theory which is 

advanced here is also, I wou ld argue, i n tune w i t h the t rue nature of 
economics as a social science. Recent developments i n the philosophy of the 
social sciences suggest t h a t economics cannot "reproduce, i n the study of 
human social l ife, the same k i n d of sensational i l l umina t ion and explanatory 
power already yielded up by the sciences of nature" (Giddens, 1976). W h a t 
economics and other social sciences do is produce concepts which pick out the 
essential features of the economic and social wor ld . Progress i n economic 
understanding does not generally consist i n , or result from, findings which go 
radical ly against our expectations, b u t i n the qual i ta t ive discovery of new 
ways of conceiving economic real i ty (Outhwaite, 1987, p. 55). 

The formation of basic concepts i n economics can begin w i t h common-sense 
perceptions and in tu i t ions about the basic elements of economic life. Indeed, 
i t can be argued tha t i t must begin i n this way. Furthermore, although i t may 
then introduce complex abstractions i n order to penetrate below the surface of 
things, the f ina l scientific product consists of explanations which relate to 
common-sense perceptions, even i f th is consists of a cr i t ique of them. This 
suggests t h a t wha t policy makers and the public need from economics are 
analyses and arguments which help them to conceptualise the i r s i tuat ion. 
Th i s v iew is at variance w i t h the conventional one out l ined above, for i t 
impl ies t h a t bo th policy makers and others should encounter economic 
theories and arguments ra ther than be presented w i t h results by an expert. 
Experience certainly suggests tha t policy makers and the representatives of 
the social partners (and, indeed, ind iv idua l members of the public) are, i n 
certain circumstances, capable of hand l ing far more complex economic theory 
and analysis than is assumed by economists. Tha t i t is conceptualisation and 
in te rpre ta t ion of the i r posit ion t h a t the social partners i n I re land wan t is 

5. One of the paradoxical effects of the conventional dualities between economic theory and 
applied economics, and between research and policy, is a fairly widespread refusal to take theory 
seriously — especially among those economists who do make public pronouncements on policy 
matters. Because of these dualities, or for some other reason, the true state of theoretical 
knowledge — on, for example the fundamental propositions that a system of unregulated 
markets will have or tend towards a full employment equilibrium which is stable and which 
maximises welfare — is seen as of concern to a small minority of theorists; other economists, and 
especially those vocal on policy, seem content to proceed on the assumption that there is, or soon 
will be, theoretical support for these propositions. 



suggested by the fact t h a t they have expl ic i t ly chosen to use the i r t r i pa r t i t e 
economic agency, the Nat iona l Economic and Social Council , as an in s t ru 
men t for ident if icat ion of the principles wh ich should guide economic and 
social policy (NESC, 1986). Con t ra ry to the convent ional v i s ion of the 
re la t ionship between the economist and interest groups, and the i n s t r u 
menta l not ion of r a t iona l i ty which underlies i t , i t can be argued t h a t the 
debate i n such a forum, and the publ icat ion of the arguments, ( i f they are 
conceptual rather than purely factual or, worse s t i l l , predictive) is an end i n 
itself. Indeed, i t may be tha t the provision of in te rpre ta t ion and argument, 
wh ich provides groups i n the society w i t h means of conceptualising the i r 
position, and thereby facilitates debate and the formulat ion of policy, is about 
as much as economics can hope to achieve. 

I l l T H E W I D E R P H I L O S O P H I C A L C O N T E X T 

Al though the case out l ined above derives p r i m a r i l y f rom involvement i n 
economics, and is advocated w i t h arguments concerning the effectiveness of 
economics i n policy debates, there is philosophical support for an approach of 
th i s sort. I n th i s section I cite the elements of recent philosophy which I 
consider to support this orientation. 

1. The Movement from Positivism 
Although two ma in philosophical outlooks can be ident i f ied i n twen t i e th 

century economics — the radical apr ior i sm of the neo-Austr ians and the 
logical empiricism or posit ivism of Samuelson and Fr iedman (Zamagni, 1987) 
— one of these has had far more influence on the economics profession than 
the other. Nei ther the developments i n the philosophy of science nor the 
t rend, w i t h i n economics, towards a purely theoretical approach, have under
mined economists' belief i n posit ivism. As Walsh says "even today economists 
whose philosophical ancestry is logical empir ic is t s t i l l w r i t e as i f the old 
posi t ivis t fact/value dis t inct ion were beyond challenge" (Walsh, 1987). One 
reason is t h a t w i t h i n the economics profession "any overt expression of 
interest i n methodology is considered a clear sign of weak-mindedness or 
premature seni l i ty" (Boland, 1987; Colander and McCloskey, 1987). Given 
th is intolerance of philosophical or methodological discussion, i t is not sur
pr i s ing tha t the news of the decline of posi t ivism has, as McCloskey puts i t , 
"not reached a l l ears" (McCloskey, 1986, p. 12). Consequently, a l though i t 
may be old-hat i n philosophy, the cri t ique of posi t ivism s t i l l has considerable 
relevance, and a long way to go, i n economics. 

Elements of the case against logical empir ic ism have been cited above. I n 
th is section the cri t ique of posi t ivism is viewed i n the context of the wider 



development of philosophical ideas on science and the social sciences (Hack
ing , 1989). The philosophical points mentioned here are chosen to i l lus t ra te 
two general propositions. F i rs t , t ha t there is a considerable convergence of 
ideas f rom the diverse t radi t ions of analyt ical philosophy, continental her-
meneutic theory and cr i t ica l theory (for an in t roduct ion see Skinner, 1985). 
Second, we can iden t i fy a d i s t inc t and very i n t e r e s t i ng evolut ion i n 
understanding of the relat ion between the na tura l and the social sciences. I n 
the early pa r t of the century, logical empiricism suggested the "uni ty of the 
sciences" and th is outlook led social scientists, inc luding economists, to view 
the i r subject as young or immatu re sciences. Then, the l inguis t ic t u r n i n 
analyt ic philosophy led various wr i te rs to argue tha t social i nqu i ry could 
never be scientific, because i t s subject mat te r was h u m a n action — the 
explanat ion of wh ich lay i n in tent ions , rules and meanings, ra ther t han 
causes as understood i n the na tu ra l sciences. However, subsequent develop
ments i n the philosophy and his tory of science questioned the model of the 
n a t u r a l sciences which formed the basis of this sharp dis t inct ion between 
na tu ra l and social sciences. F ina l ly , i n recent years there is evidence of an 
a t tempt to formulate a conception of science which can incorporate both the 
na tu ra l and social sciences w i t h i n a common logic. Consequently, we have, to 
an extent, re turned fu l l circle to a un i ty of na tura l and social sciences. 

Beyond Impossibility Arguments and Linguistic Structures 
Developments i n the analyt ical philosophy of language led Winch , i n The 

Idea of Social Science, to argue tha t i t is logically or conceptually impossible 
to have a science of human beings or of society. I n reviewing th is argument, 
and Nagel's defence of social scientific i n q u i r y , Bernste in came to two 
signif icant conclusions. F i rs t , t h a t Winch's case fails to demonstrate the 
impossibility of social science and tha t "when the issue is pu t i n this way, 
Nagel wins" (Bernstein, 1976, p. 41). The impossibil i ty of a science of h u m a n 
beings cannot be "proven i n one fell swoop by a p r io r i conceptual arguments" 
(Bernstein, 1976, p. 26). Mac ln ty re has recently taken a s imi lar view and 
based i t on a more general point: " I n philosophy there are i n fact very few and 
perhaps no v a l i d logical imposs ib i l i ty or reductio ad absurdum proofs" 
(Maclntyre , 1985, p. 101). Second, "the preoccupation — one is inclined to say 
the obsession — w i t h advancing and knocking down ' impossibility ' arguments 
has obscured the real contr ibut ion of l inguist ic analyses" and introduced "a 
specious dichotomy: we must t h i n k of social relations on the model of either 
language or the interact ion of physical forces" (Bernstein, 1976, p. 76). This 
serves to rule out investigation of non-linguistic factors which influence social 
relations and to isolate social l ife, and the concepts per ta ining to i t , from the 
rest of nature and empir ical i nqu i ry (ibid.). This is impor tant for economics, 



where there are structures and tendencies which cannot be seen as p r imar i l y 
l inguistic. 

However, whi le rejecting arguments for the impossibility of social science, 
Bernstein cites evidence which suggests tha t i t is h igh ly improbable. Social 
sciences consistently fa i l to conform to the i r own standards — as specified i n 
logical empi r i c i sm. There is l i t t l e or no conjecture and re fu ta t ion of a 
Popperian sort (Blaug, 1980). The social sciences have produced few powerful 
explanatory theories. Theories i n the social science, inc lud ing economics, are 
patent ly value-laden (McCloskey, 1986). The t r ad i t i ona l response to these 
facts has been rationalisation — such as tha t the social sciences are young or 
immature . The alternative is to take these features of social science seriously 
and derive a conceptualisation which can accommodate them. One route to 
the la t ter , as we l l as to a cr i t ique of logical empir ic i sm, was provided by 
another development i n analytical philosophy and the philosophy of science, 
which I now consider. 

The Holistic Turn 
T h a t development was w h a t has been called the "holis t ic t u r n " . Two 

dist inct elements have been identified. The f i rs t was a more holistic analysis 
of the in t e rna l s tructure of scientific theories. Th i s revealed t h a t scientific 
statements could not be tested i n isolat ion, i n a direct confrontation w i t h 
experience. M a n y elements of most scientific theories referred to non-
observable entities, and only a small portion of the observable content is ever 
observed. W h a t is observed is seldom a par t of the theory under test. The 
predict ions of theory are the consequence of the theory plus a mass of 
aux i l i a ry assumptions, such tha t the theory is "underdetermined" by the 
data. I n th is context i t became clear t ha t scientific statements acquire the i r 
meaning f rom the complex networks of metaphors, models and theories i n 
which they are located (Outhwaite, 1987 p. 15). The relevance of these issues 
to economics is clear. I t has recently been observed t h a t "economics is f u l l of 
i l lus t ra t ions of the Quine-Duhem hypothesis.. .Indeed, i t looks ra ther as if , 
despite the common gestures of respect for Popper, economics is fu l l of those 
circular theories which are always confirmed by experience i n the eyes of 
t he i r holders. The Quine-Duhem hypothesis is descr ipt ively plausible" 
(Hargreaves-Heap and Holl is , 1987; see also Lawson, 1987). 

The second element of the hol is t ic t u r n was the development of a more 
holistic analysis of scientific change. Kuhn's work addressed the ambigui ty of 
empirical falsification by comparing the Popperian model of scientific practice 
w i t h the way scientists actual ly proceed and the way scientific theories 
actually change. This introduced the now fami l i a r idea of a paradigm — a 
shared conceptual commitment about the basic character of rea l i ty which 



dictates w h a t is defined as a wor thwhi le research problem, how scientists 
should t r y to solve i t and what they w i l l accept as effective cr i t icism (Doyal 
and Harr i s , 1986, p. 14). 6 

This convergence of historically-based hol ism w i t h the holistic approach to 
the i n t e r n a l s t ruc ture of scientific theories undermined the d i s t inc t ion 
between observational and theoretical terms which was central to logical 
empi r i c i sm. I t also led to w h a t has been ident i f ied as a "long overdue 
rapprochement between the philosophy of science and the h i s tory and 
sociology of science" (Outhwaite, 1987). Some argue tha t there is an emerging 
post-empiricist philosophy and h is tory of science l i nked to a new model of 
ra t iona l i ty . Th i s wou ld reflect the shift i n the conception of the significant 
epistemological u n i t (from ind iv idua l statements to research t radi t ions and 
communities) and the recognition tha t cri teria of evaluation are always open 
to conf l ic t ing in te rpre ta t ions (Bernstein, 1983). Regardless of whether a 
unif ied outlook emerges, the widespread movement from posit ivism provides 
s t rong philosophical support for a rejection of the conventional view t h a t 
economics is a science. 

2. From the Negative to the Positive: Hermeneutics 
While the philosophical case against empiricism is a rigorously strong one 

which , almost unavoidably, demands a rejection of posi t ivism i n economics, 
the relat ionship between the philosophy and other aspects of the approach to 
economics advocated here is not quite the same. Below I argue t h a t the 
approach to economics out l ined i n Section I I can be supported by the her-
meneutic theory of the social sciences, the recovery of the hermeneutic 
d imension of science general ly and the recent development of a rea l i s t 
philosophy of the social sciences. 

Al though the t e r m hermeneutics was original ly used to refer to the inter
pre ta t ion of texts i t was gradual ly extended to l inguis t ic understanding i n 
general . A d i s t i nc t ion can be d rawn between a special and a general 
hermeneutic thesis (Outhwaite , 1987, p. 62). The special hermeneutic thesis 
suggests tha t the hermeneutic dimension is par t icular ly impor tant i n certain 
sciences — such as the h u m a n and social fields of inqu i ry . The general or 
universal thesis argues tha t there is an impor tant hermeneutic dimension i n 
a l l scientific inqui ry . 

The Special Hermeneutic Thesis: The Social Sciences 
One impor tan t and inf luent ia l use of the idea was i n drawing a dist inction 

between the n a t u r a l sciences, i n which explanation was sought and was 

6. There has, quite appropriately, been debate about the exact relevance of Kuhn's concept of 
paradigm, and Lakatos's idea of degenerating and progressive research programmes, to 
economics (Latsis , 1976; Walsh, 1987; Caldwell, 1987). 



achievable, and the human sciences, i n which understanding was relevant. 
Th i s wou ld suggest t h a t a broadly hermeneut ic approach is re levant i n 
economics because, as a study of h u m a n beings and societies, p a r t of i t s 
subject mat te r is actions (as opposed to behaviour), reasons, intentions and 
meanings. On th is view economics can be, i n par t , in terpre ta t ive and nar
ra t ive and is un l ike ly to produce many causal law-l ike explanations (Doyal 
and H a r r i s , 1986). Ear l i e r hermeneutic approaches i n the social sciences 
confined themselves to the "subjective meanings" actually or supposedly i n 
the actors' heads "at the expense of the more general under ly ing structures of 
mean ing wh ich the hermeneut ic t r a d i t i o n considers equal ly impor t an t " 
(Outhwai te , 1987, p. 69). Later versions, developed by Gadamer, Habermas 
and Giddens, reject the dichotomy between the understanding subject and the 
understood or in terpreted object. Gadamer has used the metaphor t h a t the 
hermeneutic process is not the replacement of the interpreter 's "horizon" by 
tha t of the object of study, bu t a dialogical process i n which the two horizons 
are fused together. Giddens identifies a double-hermeneutic process i n the 
social sciences. F i r s t "the media t ion of paradigms or wide ly discrepant 
theoretical schemes i n science is a hermeneutic mat te r l ike t ha t involved i n 
the contacts between other types of meaning frames". Bu t , i n addi t ion, the 
social sciences deal w i t h "a pre-interpreted w o r l d ... the observing social 
scientist has to be able f i r s t to grasp those lay concepts, i.e., penetrate 
hermeneut ical ly the forms of l ife whose features he wishes to analyse or 
explain" (quoted i n Outhwaite , 1987, p. 70). 

Th i s outlook, and other elements of recent hermeneutic theory, confirms 
t h a t interact ion and dialogue are not j u s t luxuries , or unfortunate pol i t ical 
necessities, bu t a par t of the process of discovering economic knowledge. This 
emphasis on encounter and engagement suggests t h a t the abandonment of 
the idea of value-free economics, and i ts disinterested pract i t ioner (forced on 
us anyway by the collapse of posi t ivism) may not be a f a l l f rom scientific 
grace, bu t a recognition of the very condition for coming-to-understand the 
economy or society. I t also adds a philosophical rat ionale to the pract ical 
a rgument t h a t economics can, perhaps must , begin w i t h common-sense 
perceptions and in tu i t ions about economic entities and processes and relate 
i ts insights to these ideas, even where i t is cr i t ical of them. 

The modern hermeneutic t r ad i t i on bears a certain s i m i l a r i t y to Kuhn 's 
approach, i n tha t i t is not i n i t i a l l y a prescriptive methodology, bu t an at tempt 
to unders tand wha t the social sciences and other subjects really are. I t 
suggests a view of the social sciences which is s imi lar to tha t out l ined above. 
The rejection of an objectivist conception of interpretat ive method indicates 
tha t historical and social research w i l l almost always be oriented to the needs 
of the present. Th i s means t h a t the questions d r i v i n g social science w i l l 



concern, not deeper and deeper penetration into social real i ty , b u t interpre
ta t ion and re-interpretation of the key economic and social issues. 

The General Thesis: Hermeneutics and Science 
The general hermeneutic thesis of Gadamer argues tha t hermeneutics, or 

understanding, underlies a l l scientific inqu i ry , as wel l as many other act ivi
ties. The significance of th is for m y argument arises from the claim, stated at 
the s tar t of Section I I I , t h a t whi le the effect of the l inguist ic t u r n i n analytic 
phi losophy was to separate the social sciences f rom n a t u r a l science, 
subsequent developments have altered the conception of the na tura l sciences, 
reveal ing t hem to have a significant hermeneutic dimension and, up to a 
point , r eun i t ing the na tu ra l and social sciences. 

M a r y Hesse argues tha t the distinctions which have typical ly been drawn 
between the na tu ra l sciences and the human sciences, especially by wri ters i n 
the hermeneutic t r ad i t ion , are no longer va l id . She notes tha t i n the na tu ra l 
sciences, too, data are not detachable from theory, for what counts as data are 
determined by theoretical interpretat ion. Theories are not models compared 
to na ture i n a hypothetical-deductive schema, they are the way the facts 
themselves are seen. I n the n a t u r a l sciences, too, the l awl ike relat ions 
asserted are "internal", because wha t count as facts are constituted by what 
the theory says about the i r inter-relations w i t h one another. "The language of 
the na tu ra l sciences is irreducibly metaphorical and inexact, and formalizable 
only a t the cost of d i s t o r t i on of the h i s to r i ca l dynamics of scientific 
development and of the imaginative constructions i n terms of which nature is 
interpreted by science." Final ly , as i n the social sciences, meanings i n na tura l 
science are de termined by theory; they are understood by theoret ica l 
coherence ra ther than by correspondence w i t h facts (Hesse, 1980, pp. 171-73; 
and see also Bhaskar,1989). 

W i t h o u t c la iming tha t a definite synthesis has emerged, or tha t there was 
any d i rec t influence on the philosophy of science f rom hermeneut ics , 
Bernstein argues t h a t the hermeneutical dimension of science, and not j u s t 
t ha t of the human sciences, has been re-established: 

I n the cri t ique of naive and even sophisticated forms of logical positivism 
and empiricisms; i n the questioning of the claims of the primacy of the 
hypothetical-deductive model of explanation; i n the questioning of the 
sharp dichotomy tha t has been made between observation and theory (or 
observational and theoretical language); i n the insistence on the under-
determinat ion of theory by fact; and i n the exploration of the ways i n 
which a l l description and observation are theory-impregnated, we find 
claims and arguments that are consonant with those that have been at 



the very heart of hermeneutics, especially as the discipline has been 
discussed from the nineteenth century to the present (Bernstein, 1983, 
p .31 , emphasis added). 

Th i s , when combined w i t h the development of the rea l i s t philosophy of 
science, allows social scientists to t h i n k about the i r subjects as sciences, and 
thereby draw on general defences of scientific practice, whi le at the same t ime 
being realistic about the way i n which knowledge about society is acquired 
and wha t k i n d of knowledge i t is l ike ly to be. 

The recent revival of Aristotle 's idea of "practical reasoning", the general 
challenge to the dichotomy between theory and practice (and Gadamer's 
specific argument tha t every act of unders tanding involves in te rpre ta t ion , 
and a l l in te rp re ta t ion involves applicat ion), assist the case for a policy-
or iented economics which is more theoret ical and theory w h i c h is more 
realist ic. The argument has been made t h a t hermeneutic ideas can com
plement Kuhn 's groping awareness tha t theory-choice and del iberat ion i n 
science are indeed ra t iona l — b u t not the sort of r a t iona l ac t iv i ty which 
consists of either deductive proof or empirical falsification (Bernstein, 1983, p. 
47). This makes i t possible to accept tha t actual theory-choice i n economics 
has l i t t l e or no th ing i n common w i t h the positivist formula, while s t i l l retain
i n g an idea of ra t iona l i ty and resist ing the notions of r e l a t iv i sm or strong 
incommensurabil i ty. 

A n impor tan t par t of the argument is the claim that , despite the ambigui ty 
of falsification, and the need for interpretat ive accounts of economic events, 
there are nevertheless methods of m a k i n g comparative judgements between 
competing interpretations i n concrete cases. Al though this cannot be outl ined 
i n programmatic form, i t involves a rejection of the assumption tha t i f we 
cannot come up w i t h universal , fixed, cr i ter ia to evaluate the p laus ib i l i ty of 
competing interpreta t ions , th i s means t h a t we have no rational basis for 
d is t inguish ing the better f rom the worse, the more plausible from the less 
plausible in te rpre ta t ions whether these be the in te rpre ta t ions of texts, 
actions or historical epochs (Bernstein, 1983, p. 196). The fact is, i n science, 
social science and ordinary l ife, such judgements are made every day on the 
basis of some procedure which weighs the overal l p l aus ib i l i t y of a given 
in terpre ta t ion. To the posi t ivist m i n d th is may seem l ike i r r a t i ona l i t y . The 
alternative is to accept the conditions under which we aquire knowledge and 
examine how people, t ha t up to th is we were happy to t h i n k of as ra t iona l , 
actually make these judgements. The argument of some modern philosophers 
is t ha t when we do so we f ind tha t the process turns out to be very l ike an 
ancient idea of "practical reason", and tha t we can, i f we want , revise our 
definition of "rat ionali ty" to accommodate this . 



3. The Reassertion of Realism 
The problems i n the epistemological theory upon which economists re ly 

have been out l ined i n some detail and the roles of in terpreta t ion, narra t ive , 
dialogue and persuasion i n the growth of economic understanding have been 
emphasised. A question which na tu ra l ly arises is whether th i s implies the 
c la im t h a t there is no economic rea l i ty independent of various, contested, 
in te rper ta t ions and beliefs. As Outhwai te says "the abandonment of the 
simple certainties of empiricism leaves the philosophy of science on a slippery 
slope towards a posi t ion where a l l claims to t r u t h have apparently been 
abandoned and where the choice between alternative theories appears to be a 
mat te r of taste or an a rb i t ra ry leap of fa i th" (Outhwaite, 1987, p. 20). Whi le 
many philosophers and some social scientists have now adopted this relativist 
outlook, the philosophical posit ion known as real ism offers one of the few 
escape routes from this slippery slope. 

Whi le much of the philosophy cited so far has concerned epistemology, the 
theory of knowledge, real ism is concerned w i t h ontology, the theory of wha t 
is. Realism is the philosophical position which asserts tha t objects, structures 
and mechanisms exist independent of our conceptions or descriptions of them. 
L ike a l l philosophical positions realism can only be understood i n relat ion to 
other, conflicting, philosophical theories. The recent revival and development 
of real ism is unambiguously a response to the growth of re la t iv i sm. I t has 
been argued t h a t a real is t ontology is an indispensable foundation to a l l 
knowledge, and indeed of ra t iona l i ty (Trigg, 1989). Whi le I do not in tend to 
discuss real ism i n any detail , there is an impor tant sense i n which the revival 
of realism, and i ts application to the social sciences, may provide a foundation 
for the orientation to economics advanced here. 

For a s ta r t rea l i sm clearly closes off the road to the k i n d of re la t iv i sm 
which asserts tha t there is no economic and social real i ty independent of our 
descriptions. The second aspect of real ism on which I wish to draw is i ts 
rejection of the posi t ivis t tendency to see the basic enti t ies postulated by 
theory are mere heuristic assumptions or arbi t rary definitional postulates. By 
contrast, real ism sees these basic entities as "truth-functional assertions" l ike 
any other (Bhaskar, 1989). The more impor tan t function of real ism i n the 
current argument is tha t i t allows a resolution of some of the problems posed 
by the equal attractions, for social science, of f i rs t , empirical regularit ies and 
correlations, second, in te rpre ta t ion and unders tanding of meanings, and, 
f ina l ly , theory. Each of these approaches have attractions b u t each, on i ts 
own, is assailed w i t h serious problems. 

The study of regulari t ies and correlations is clearly indispensable to econ
omics and social studies. Bu t , on i ts own, i n either i ts crude induc t iv i s t or 
logical empiricis t form, i t cannot provide a foundation for knowledge, for a l l 



the reasons discussed above. Approaches informed by hermeneutic theory are 
at tract ive because economics is concerned w i t h agents' in ten t iona l actions i n 
the context of pre- interpreted social and economic s t ructures , and also 
because the emphasis on interpretat ion and understanding relates to the way 
economists rea l ly choose and ho ld theories and the way they persuade 
themselves and others. However, on i ts own, the hermeneutic approach tends 
to over-emphasise linguistic structures and norms, and other pat terns of 
belief, and to ignore other forces and structures which govern economic life 
(Norr is , 1992). I n addit ion, when i t strongly counterposes meaning to truth, 
and openly sees the social sciences as about meaning rather than t r u t h , the 
hermeneut ic approach leads to r e l a t i v i sm — w i t h i t s a t t endant idea of 
"incommensurabili ty". F ina l ly , theory is absolutely indispensable; indeed, a 
serious examination of either the empirical or hermeneutic approaches shows 
tha t we could not dispense w i t h i t — even i f we t r ied . B u t theory on i ts own, 
to the extent tha t i t is possible, has two related drawbacks. Firs t , i t tends to 
produce r i g i d , and often empty and reductionist, accounts of the economy, i n 
which everything is derived as the logical outcome of a few axioms — the 
status of which is defended as either pure assumptions or necessary t ru ths 
based on introspection. Second, considerable progress can be made i n purely 
theoret ical work , within a given school or research programme, b u t th i s 
approach does not facil i tate debate between different theoretical approaches. 
This has clearly happened i n economics. Purely theoretical refinement w i t h i n 
one research programme tends to become distanced from practical issues and 
to exclude the theoretical p lu ra l i sm which, i t can be argued, is a necessary 
feature of social science (Devine, 1989). 

W h a t rea l i sm seems to do is al low us to cut-across, or transcend, the 
competing attractions of these three approaches, by t a k i n g the emphasis off 
epistemology and pu t t i ng i t on to ontology. The proposition tha t there is an 
economic and social rea l i ty clearly enjoins us to take account of empir ical 
regulari t ies and correlations. B u t i t does so i n a way which can fu l ly accept 
the epistemological problems which have come to l i g h t (Lawson, 1987). The 
transcendental thesis tha t "things exist independently of our descriptions" i n 
no way excludes the idea tha t "we must always speak of them and know them 
under par t icular descriptions, descriptions which w i l l always be to a greater 
or lesser extent theoret ical ly determined" (Bhaskar, quoted i n Outhwai te , 
1987). Realism, as Outhwai te says, is "ontologically bold and epistemically 
cautious" (Outhwaite , 1987, p. 34). This epistemic re la t iv i sm opens the door 
to hermeneutics to the degree tha t hermeneutic theory has a purchase on the 
actual open-ended, social practice of science. Fur thermore , when applied to 
society, the ontological thesis of i n t r ans i t i v i t y — tha t th ings exist indepen
dently of our descriptions — needs to be modified in a way which introduces 



hermeneutic issues (Bhaskar,1989). Final ly , realism allows us to accept t ha t 
theory is ubiqui tous, necessary and powerful, w i thou t thereby being drawn 
in to pure theory. A l t h o u g h rea l i sm impl ies the necessity of theory — 
inc lud ing theoretical abstractions which are unobservable — i t does suggest 
tha t these be seen as assertions about the t rue nature of economic structures 
and mechanisms, ra ther than a rb i t ra ry defini t ional postulates or heurist ic 
assumptions (Lawson, 1989b). I t is this pragmatic use of real ism — as a way 
of resolving methodological di lemmas by dissolving the dichotomies and 
dual i t ies upon which they are based — tha t I draw upon to support the 
orientation to economics outl ined above. 7 

I V C O N C L U S I O N 

This paper has developed the case for a policy-oriented economics which is 
more theoretical and a theoretical economics which is more realistic than is 
current ly the norm. The argument has been advanced by ident i fying a set of 
severe practical and philosophical problems which confront the conventional 
conception of the economist as scientific expert and the policy maker as client. 
A n al ternative conception of economics has been articulated and this suggests 
a different v iew of the relat ionship between the economist and the policy 
maker. 

I t should be emphasised tha t this alternative is not presented as a "correct" 
methodology which contrasts w i t h wha t everyone does at present. I t is not so 
much an a t tack on the exis t ing practice, as an argument about which 
elements of exist ing practice tend to produce useful economic knowledge. This 
point is impor tant , because what the recent philosophy and history of science 
shows is not so much tha t logical empir ic ism is an incorrect methodology 
which mainstream economists unfortunately obey, bu t tha t i t is an impossible 
methodology which is not, and could not be, implemented (Blaug, 1980; 

7. This is a pragmatic or basic use of realism because it does not explore whether acceptance 
of a realist ontology has very definite, general, or easily identifiable, implications for economic 
theory and the practice of economics. I n part, this reflects the fact that the role of theory in the 
approach to economics advocated here has not been addressed. Others see the new versions of 
realism as having such implications (see Bhaskar,1989, Lawson, 1987, 1989a, 1989b and 1993). 
Some proponents of "scientific realism" would be uncomfortable with the role accorded to the 
hermeneutic dimension in my account and would see it as a distraction from the essential and 
sole aim of economics — the identification of relatively enduring underlying structures. Equally, 
I am inclined to doubt the possibility of implementing the research procedure devised by 
scientific realists, because it does not address the epistemological problem of how we would know 
when we had identified the "real structures" and "generative mechanisms" which scientific 
realists see as the object of science (Bhaskar, 1989). I am more inclined to share B u r a w o / s view 
that where the scientific realist "sees the growth of knowledge as a process of adjudication 
through which we achieve ever closer representations of reality I view it as solving puzzles and in 
the process creating futher puzzles" (Burawoy, 1987). 



McCloskey, 1986). Plain observation confirms t h a t th is is t rue. Economists 
use a range of approaches, inc luding, i n some cases and to some extent, the 
approach which is advocated here (Summers, 1991). M y case is for develop
men t of these strands w i t h i n current practice: t h a t the engagement w i t h 
prac t ica l problems should be maximised , t h a t the re la t ive ly theoret ical 
approach to policy problems should be encouraged and extended, t ha t policy 
makers and the social par tners should encounter economic argument and 
conceptualisation and tha t re la t ively realistic theories are effective i n th i s 
k i n d of policy-oriented economics. 

Al though this argument has not been presented i n programmatic form, the 
p rac t ica l and phi losophical arguments assembled here do have some 
methodological implications. They suggest a strong case for what Boland has 
called "methodogical p lura l i sm". This , i n t u r n , raises questions about the 
v a l i d i t y and usefulness of the operationalism wh ich dominates economics. 
Al though logical empir ic ism is an impossible methodology, i ts key idea (the 
use of a rb i t r a ry def ini t ional postulates to create formalised theories f rom 
which "operationally meaningful statements" are derived (Samuelson, 1947)) 
s trongly influences the way economists respond to c r i t i c i sm of orthodox 
theory. The critics are told that , i f they disl ike the assumptions, they should 
formula te t he i r own and generate a l te rna t ive "operational" propositions. 
Al though this position is, on the face of i t , open w i t h respect to the postulates 
or assumptions of theory — and, therefore, w i t h respect to the basic ontology 
of the economy — i t is closed to the l imi t a t ions of empir ic ism. Some non-
orthodox theories could be "operationalised" i n this way, but , on i t s own, this 
would do l i t t l e to decide between theories (Outhwai te , 1987). Indeed, the 
conventional methodology of economics may be par t icular ly unsuited to inter-
theoret ica l debate, since the tendency to see de f in i t iona l questions as 
a rb i t ra ry , and merely heuristic, assumptions tends to prevent debate about 
the fundamenta l elements of economic l i fe . F i n a l l y , the post-empir ic is t 
philosophy and history of science, discussed above, supports this resistance to 
operat ionalism. Pressed to "operationalise" ideas, or to confine oneself to 
theories which can be "operationalised", i t is t empt ing to reflect tha t "to t h ink 
is to operationalise" and that , certainly, to communicate theories and inter
pretations, especially i n a policy-oriented debate, is to apply and, therefore, 
operationalise them — reflections which f i n d a clear echo i n some recent 
philosophy. 

I t w i l l be apparent t ha t my argument implies considerable sympathy w i t h , 
and a debt to, McCloskey's The Rhetoric of Economics (1986). Despite i t s 
af f in i ty to my argument, I have not discussed McCloskey's contr ibut ion i n 
detail for two reasons. Firs t , i n The Rhetoric of Economics McCloskey focused 
p r i m a r i l y on the rhetoric used i n present ing research results i n academic 



journals . By contrast, my argument was concerned p r imar i l y w i t h economic 
policy and the role of the economist i n policy debates. Second, there is a 
danger tha t McCloskey's work w i l l assume a position w i t h i n economics which 
w i l l , paradoxical ly , obscure the f u l l impl ica t ions o f recent philosophical 
developments and allow current orthodoxy off the hook — i.e., a position i n 
which the idea of rhetoric is seen as the idiosyncratic, i f b r i l l i an t , viewpoint of 
one man and where the message concerning posi t ivism, rhetoric, nar ra t ive 
and interpreta t ion, is seen as contained i n one book — which economists feel 
they should read i n the i r spare t ime. I n th is s i tuat ion, the post-positivist 
philosophy and his tory of science, to the extent t ha t i t is having any effect, is 
f i l t e r i n g in to economics via McCloskey. B u t i n tha t case one has the sense 
tha t th i s new philosophical outlook is f i l t e r ing into economics, f i rs t , i n i ts 
American pragmatist form and, second, i n a form which embodies the post
modern tendency to apply the methods of literary theory to a l l fields of inqui ry 
(McCloskey, 1989; Nor r i s , 1992). For various reasons i t is interest ing to ask 
whether a post-positivist philosophy of science which is less pragmatic, more 
rea l is t , perhaps more European and, most s ignif icant ly , rooted i n the 
t r ad i t i on of social and economic i nqu i ry , has in teres t ing impl icat ions for 
pol icy-oriented economics. By d r a w i n g on experience i n economics, her
meneutic theory and the real is t philosophy of science I have at tempted to 
begin this investigation. 
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