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NOTES ON THE TESTABILITY OF ECONOMIC THEORIES*
TWO THEORIES ABOUT ECONOMIC THEORY FORMATION

AUGUST J.M. SWANENBERG
FRANS A.M. VAN DER REEP

Introduction

In the first part of this article we intend to indicate a traditional
theory about the testability of economic theories. This theory is based
on a rationality postulate: rationality is presupposed. The second part
will deal with a second theory on economic theory formation, in which
rationality occurs as a result.

We hope to make it clear that many economic scholars start from a
testability of theories which is impossible. If these scholars, however,
strive after such a testability from some notion of scholarship these
strivings (whether consciously or not) must have reasons different
from reaching this testability. In the second part of this article we
shall — by means of a supposition as regards these different reasons —
develop an alternative theory about theory-forming behaviour which
does not only describe this behaviour but explains it as well. We state
that theory-forming conduct is determined by a specific set of
motives.

If economic theory cannot simply be tested and if in spite of this a
model of theory formation must be developed we shall have to turn to
aspects which cannot be reduced to the denominator of «pure
science» or «pure scholarship». It is rather the «scientist» who plays
an important part then. From this point of view a theory about theory
formation can be described as a theory of behaviour. With respect to
the forum of scientists we regard a theory of behaviour as the correct
starting-point to develop an alternative theory of economic theory
formation.

Like the way in which rationality forms the starting-point of
traditional theories, so the interest postulate constitutes the premise
of our second theory. This postulate indicates that observation is
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mainly led by the interest of the individual and that, moreover, this
interest leads to group formation. Individuals with common interests
will unite into a group while the group may adjust individual interests.
We shall try to make it clear that this group process results in
rationality in the sense of the traditional theory.

I. Testability of Economic Models

1. In I it will be pointed out that falsifiability of economic theories is
not trivial. (') We shall base our case on the work by A.G. Papandreou
[7]1 and F. Vandamme’s notes on it {12] and we intend to give
comment. Put in a wider framework section I will give an account of
an investigation into the testability of economic theory in which we
shall not pay attention to ethic-normative aspects of an economic
theory. Our main scope is to give a logical treatment of the subject,
which means that our only interest will be the logical form of
economic theory. By the testability of a theory we shall mean its
falsifiability. The criterion of falsification in this context is assumed
(and not accounted for) in spite of our doubts about the correctness of
this criterion with respect to economic theory formation.

The striving for falsification, as brought out by K.R. Popper [9], is
central to our discussion and by falsifiability we shall mean the
possibility of a theory to be rejected on account of perceived facts.
The striving for falsification of a theory is regarded by K.R. Popper as
one of the animating factors in the development of sciences. The
Popperian development of sciences differs in this respect fundamen-
tally from the process of development as formulated by for example
T.S. Kuhn [6]. In choosing for the criterion of falsification we follow
J.J. Klant [5] who sees the striving for falsification as central also for
economic theories.

In general the falsification demand appears to be too severe, (?) It
also occurs that a theory is falsified whereas there are no good
substitutes, at least not immediately. In this case falsification stimu-
lates research.

At this stage we should relativize a little with reference to the
criterion of falsification. Although by the acceptance of the demand of
falsifiability historicity cannot sufficiently be framed in the theory
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(K.R. Popper [8]), we do recognize the importance of historicism in
the economic theory (formation). To us the falsification demand is not
a criterion, but one of the possible starting-points. However relevant
logic may be for ordering classes of observations and deducing
predictions and although logic is of eminent importance to describe the
structure of an economic theory, our analysis will be restricted to that
brand of economics which can be made mathematically precise (A.G.
Papandreou [7]): economics will be regarded as a descriptive discip-
line, by which we shall refrain from the problems of «welfare
€Conomics».

2. The logical form of economic theory is thought of as a deductive
economic system. Such a system is primitively expressed by:

() T: = {f(x) =y |xX, yeR, feF}

A theoretical term x (x&€X) is mapped into a real number by means
of the specific function fEF.

Thus f can be regarded as the function that orders the world of
theoretical terms, that is to say the function that indicates a mutual
connection of theoretical terms. The expression f(x) =+ thus has the
character of a statement. The set of statements forms the economic
theory T. With F we may think of the set of economic regimes (on the
theoretical level), for example perfect competition, oligopoly and
monopoly.

In general a different vectorfunction f’ implies a modified statement
f'(x) =v’', given the set of theoretical terms {xlxeX}. This modified
statement then is a necessary part of another theory T'which, as we
know is formed by the set of statements.

We could imagine f as a utility function. Within the world of
theoretical terms it orders sets of goods and the utility connected with
these sets. (%)

When formulating a theory, however, we cannot start with ordering
theoretical terms. We shall first have to take observations in the field
of (economico-) social acting. Then we must «translate» these obser-
vations into the theoretical level. Apparently a necessary condition to
achieve theory formation is the possibility that observations can be
rendered into theoretical terms. We shall assume that such a rep-
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resentation exists. The observations are regarded as connected with
certain theoretical variables by means of the relation U.

2) U:= {(x,a)lxeX, acA, xUa)

This expresses that there is a theoretical representation of the world
of observations {a lasA}, in which A stands for the set of observa-
tions, in the world of theoretical terms {x|xex).

By means of quantors the following statement can be given with the
help of (2):

(3) IfeF vasA vxeX 3yelR[an—>f(x)=y]

in which «3» represents the existential and «V» the universal quantor.,
In (3) we see the relation U appear as necessary and sufficient
condition for f(x)=y. It is also formally described in (3) that for
different y and the same f another connection of theoretical terms is
implied. Expression (3) gives different statements for different y’s.

It could be asked now in how far observations are context-depen-
dent and the observer «judges». If they are we must indicate a
so-called «social space» (Papandreou [7]) in which the observations
have been taken. The degree to which the observer can be determined
in his observations by the world in which and from which he observes
is illustrated by the following example. This example examines in how
far the context of the observations is classified within or outside the
theory (also see Vandamme [12D.

We oppose two possible worlds : monopoly and oligopoly. At first
sight criterions to distinguish these two worlds seem to be obvious.
Papandreou [7] states

«Monopolistic behavior M is presumed to hold in situations in
which a firm recognizes its power over price (that is to say over
the buyer), but does not recognize its interdependence with other
firms whereas oligopolistic behavior O is presumed to hold in
situations in which some firms recognize their power over price,
but at the same time recognize their interdependence. »

In this way monopolistic behaviour is defined as a behaviour that
complies with certain laws. If these laws are not complied with there
is no monopolistic behaviour, which means that a theory about
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monopolistic behaviour on the basis of such a definition can always be
kept from falsification by means of an appeal to conventional
stratagems. If, namely, the laws are not confirmed by the observa-
tions we are not in the «social space» M.(Y

We introduce a variable k which represents on the theoretical level
the observations of properties that are included in the set of K of all
possible worlds. Thus we get an expression adjusted to the cir-
cumstances

(4) IfeF vkeK vxeX VasA FyeR [(keK A xUa)— f (x) =v]

The predicate of (4) now becomes — via arguments from proposition
logic(°) — :
(5) keK - ((xUa)— (fx (x) = 7))

in which k determines the «social space» outside the theory. This
statement is falsifiable, for if k is given the statement is false if the
third term is false and at the same time the second term is true. Given
the social space and given a correct rendering of contextbound
observations into theoretical terms a false third term leads to falsifica-
tion of the statement and so to a process of searching for the true third
term. For that matter (5) can be kept from falsification by remarking
that the representation of the world of observations in the world of
theoretical terms is not correct. The fact that the second term may be
untrue makes falsification of the statement as a whole impossible.(®).
The crucial question in indicating the social space is, whether we can
identify the factual social space without having to use theoretical
terms. If for example we didn’t have to define monopolistic behaviour
on the basis of the question whether it complies with well defined laws
on a theoretical level (see the example of Papandreou) but if we could
define this behaviour on the level of economico-social acting itself (or
on a metatheoretical level) the circularity seen in the example would
be broken.

Besides observations {alasA} which are contextbound via
{k|keK} it may be wondered in how far observations of contexts
themselves are theory-dependent (also see Henrdry [3]). The observa-
tion k is regarded as included neither in an economic nor in a
non-economic theory. However, is such an observation conceivable?
For every empiric science it is namely true that an observation only
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gets sense for the formation of a theory in so far as this observation
can be reduced to a theoretically founded quantity. So an observation
on itself is not a datum for the process of economic theory formation.
The observation only gets the character of an economic datum in so
far as it is connected to some economic theory. For this we introduce
the relation V so that:

6) V:={k', k) |keK, keK, k'Vk}

The relation V transfers the observed world k into a theoretically
founded quantity k' The argumentation for introducing this rep-
resentation V is analogous to the argumentation for U-relation: xUa.
Here we are namely dealing with theories on economic reality and not
with reality itself. One thing and another leads to a reformulation of

OF

(7) fsF  VkeK  vkeK! VvxeX VaeA  yeR
[kVk) A (xUa) - fie (X) =]

the predicate of (7) can be written as:
(8) (k'Vk)— ((xUa) — (fir (x) = 7))

We shall also analyse (8) on the possibility of being falsified. () If it
is true that observation only gets sense if it is theoretically founded,
one does not only «hear» but also «understand», in other words if the
impossibility of an exogenous determination of the social space can be
demonstrated the first term of (8) is in fact indefinite : it may both be
true and false. This means, however, that if the second term is true
(which may be assumed) and the third term is true, (8) may simply be
considered true. If the third term is untrue this does not mean that 8)
is untrue. To put it more strongly: if the first term is untrue this
implies that (8) as a whole is true. Thus the system is not falsifiable,
and a solution to this problem will have to be sought for.

3. In what precedes it appeared that falsification of the theory as we
have formulated it leads to a circularity problem. The indefiniteness of
the term «k'Vk» in

(8) (k'Vk)— ((xUa) - (fir (x) =)
which is the main cause of this problem therefore needs further
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investigation. The question is if we can reach a well defined delimita-
tion of the social space, independent of the theory T which is to be
falsified. We shall indicate two possibilities and give a brief comment
on them.

A. A first possibility concerns an endogenous determination of the
social space in such a way that the theory which takes care of this can
be separated from the theory which is to be falsified. We call a theory
T separable into Ty, T, if T,NT,=0and T=T, UT,; in this case
there are no statements which appear in both theories. Suppose T,
supplies the required criteria for the social space and T, forms the
theory of control. Then the following question has to be answered: Is
it possible to separate an economic theory T into disjunct parts T,
T,? This seems hard to imagine. For suppose that T, is the-
economic — theory that sets the framework for a capitalism-context,
that means if it represents the criterion for a capitalist economy, the
theory of control with respect to this economy T, will have to contain
parts of T, in order thata significant identification criterion is possible
as regards a theory of control T, (put in a context described by Ty,
e.g. «socialism»). If this is the case «kVk» in (8) remains undeter-
mined.

As an example of the way in which the social space is characterized
in the economic theory we can mention the form of the investment
function.

As criterion for the type of economics we use the independent
variable in the investment theory.

«socialism» : [=® (B) (accelerator theory)
«capitalism»: [ = @' (W) (profit theory)

B represents the rate of utilization of capital and W is a profit vari-

> 0).

!

. do do
able. The form of &, @’ t full ified (— >0
m is not fully specifie (dB> and aw

It is clear that in this simple example T,cT, respectively
T, < T,'; as it were a part of the theory of control has been used to
provide a context theory. (") A possible solution to the problem
(T{NT,=+ Q) is a different statute of T,, e.g. a sociological one.

In the example before us this implies a limitation of both regimes
based on a socio-political organisation structure. For example:
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«socialism» : the State has the ultimate competence to take deci-
sions.
«capitalism»: possible influence of the State, but ultimately the
individual has the competence to take decisions.
As it appears from the word «ultimately» identification provides
problems here, too. We shall go further into this possibility which
supplies a non-endogenous determination of the social space.

B. The next argument has been put forward by B.B. Seligman [11].
He emphasizes the distinction between the action and the values,
norms and motives which have led to the action. For example the
action of buying as a consumer’s behaviour.

The possibility to test the drafted demand function can now be
achieved by establishing the factors which have led to the decision.
The set of «decision factors» offers a logically independent level with
respect to the set of observations of actions. This level gives insight
into the preference scheme of economic subjects outside economic
activity or factual economic behaviour. The action of choosing shows
the preference which is already included in values, norms and
motives. Such an approach makes it possible to explain economic
action from a «general rule of connectibility» between experience and
behaviour. Values, norms and motives then constitute interpretation
rules on a meta-economic level, which, moreover, can effectuate a
systematically justified connection between context, economic data
or observations and theory formation. In this way the problems are in
fact shoved on to other sciences, which have to account for the
context (e.g. sociology, psychology). We would like to call this a
«seeming» solution to the problem of the exogenous determination of
the social space.(®)

Finally we briefly point to two circumstances which lay extra stress
on the complex character of expression (8). Theory determining
observations exists particularly for a social science like economics
(cfr. Hendry [3]). This implies that U and V are to be regarded as
functions of the theory T (see (1)): fact and opinion (almost) match.
This hinders falsification very much. A second circumstance concerns
the time dependence of the logical specification of (1). For in the
course of several periods of time a theory can adapt itself as a result of

PETE———— R
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changes in information, insights and prospects to achieve an unam-
biguous falsification in (8).

II. On Rationality

In the second part of our notes we would like to formulate an
alternative statute for rationality. We shall also try to give a synthesis
between the traditional theory, based on the falsification principle,
and the alternative theory, which starts from the way in which an
individual experiences his environment. We shall now first develop
our alternative theory, which is focused on the way in which
(economic) scientists achieve the interpretation of a social space with
an exogenous statute.

Comparable to the way in which on observation is determined by
the object the relation man-environment may be determined by
interest. Acceptance of interest-bound observation beside theory-
bound observation leads to two possible views of theory formation. At
one side there is T (according to (1)) as a set of statements which puts
the observations in a manageable order, at the other side the concep-
tion

) Ti: = {(:(x) =v:i|xeX, yeR, iel}

For every individual i from class I of persons (e.g. the group of
economic scientists) this records how he experiences his environ-
ment, or appears to experience it. Whether with this it is defined how
the person experiences his environment or says to experience it, is not
relevant to our formulation of the problem.

Next to each other there are now the theories T and T;. Acceptance
of T leads for example to the demand that the observation should be
made mathematically precise or formalizable within a theory (A.G.
Papandreou [7]).

Acceptance of T, this is a «personal» theory, confronts us very
quickly with sociological factors, notably with powerfactors. On the
formal level T; represents our interest postulate. This postulate
constitutes the starting-point from which we shall achieve an alterna-
tive statute of rationality.
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Interest may lead to a need of interaction with like-minded people
and this in its turn gives rise to group formation in function of equal
interests. The various T;s, that means the views of persons
iel={1,... , n} concerning theory, provide in a group process a
result T*, a «group» view of theory. So this symbol T* represents the
relation of a group to its environment as the result of a group activity.
In this context T* can be interpreted as the result of intersubjective
consensus within the scientific forum as regards the context of
starting-points  of (economic) research (J.  Habermas [2])(%):
«mainstream theory ».

The need for interaction implies the need for a communication
basis. To guarantee meaningful communication, that is communica-
tion fulfilling the needs for interaction and at the same time contribut-
ing to theory formation, this basis will in our opinion converge to a
rational basis. By this is meant the basis which only allows the set of
behaviours, which have been experienced as meaningful, of persons
within groups of scientists with relation to theory formation. For the
individual i it is relevant in this view that his interest, prompted by his
need for communication, makes his behaviour become predictable.
For this enlarges the chance of succesful communication and with this
the chance for the individual to contribute to (economic) theory
formation. Rationality expresses itself here in predictable behaviour.
Then rationality is essentially no presupposition, but a relation
between i and his environment, which follows as a result.

The relation as well as the issue of the group process can be
described as:

(10y T* =T* (T, ...... R D DU , Po)

in which T;represents the individual theory and p; the degree to which
the views are responded to in the group or are understandable.

We should, however, realize that (10) has an «ex post» character,
for in advance we do not know the various weights p; After the
«scientific forum» we know the theory T*, which for the time being is
regarded as current, and we know the various conceptions T, A
systematic comparison of T* with the «personal theory» T, tells us
how great the weights p; must have been. Thus (10) involves the
problem that the current theory (i.e. the theory resulting from the



TWO THEORIES ABOUT ECONOMIC THEORY FORMATION 67

scientific forum) is formulated on the basis of weights p; which are not
known beforehand.

A possible solution is found by not starting from the weights p; but
from the personal estimation of the private weight, E(p), in the forum.
Instead of starting from the degree to which a person has been able to
make himself understood in the theory formulating group (10) we can
start from the personal estimation of the individual weight, or from the
degree to which an individual can make himself understood in the
group. When these estimations are established they will, however,
start functioning in the group process as real weights and not as
subjectively estimated weights. For we have seen that the ambition of
each individual member of the group to be understood (as much as
possible) leads to predictable behaviour. The group, too, behaves
predictable for that reason, so that p;=E(p) for all i.(*%) We have
recognized (10) as an ex post relation, and the starting-point «ambition
to be understood» enables us to formulate the ex ante relation, in
which a conception of behaviour with respect to individual, group and
group result is explicitly expressed.

10y’ T*=T*(T,, ...... , Tas E(P)s -oneee , E(pn))

In this way theory formation is a function of the individual
conception T;and also of the degree to which the individual thinks this
personal view will find an appreciative hearing.

Thinking over the question, what the individual bases the estima-
tion of his own weight on, we will very soon find out that the
explaining factor is the quantity of information which is available to
this individual. This information question is of fundamental impor-
tance in the subjective determination of the intelligibility factor. The
more somebody knows about somebody else’s points of view the
better he can estimate his own contribution in the forum. (*!)

However, our formulation does not exclude that the personal view
T, is formulated in function of the realization of «weight» in the
scientific forum. In this case T; should be regarded as determined by
the expectation of personal views of other participants in the discus-
sion. Now information does not only determine the personal estima-
tion E(py but also simultaneously the publicized personal view T;and
the weight which this view brings with it. When there is sufficient
information the «strategic Ty, which maximizes the value of the

SRRt
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personal weight, can be formulated. In this way theory formation is
solely a function of the expected weight in the scientific forum.
Implications of this view for the functioning of the group process in
service of scientific theory formation can be guessed. (1?)

Via our convergence-thesis theory-formation leads to a distinctly
evolutionary development in science. Developments by jumps, how-
ever, are possible as a result of the dynamic process with reference to
T which we indicated in 1.3, as a result of the changing views on this
praxis. For with reference to interest we can speak of time-depen-
dency. This is often prompted by a changing praxis. For example
great unemployment leads to a concentration of investigation into
unbalances on the labour-market. This may quickly bring existing
theories up for discussion. Non-evolutionary developments in science
can be accounted for by putting T; as dependent on the period.

In our views time-dependency and convergence are no incompati-
ble categories. Within one period, characterized by T* (orin part1: T)
there is convergence. For the rest results of convergence are incom-
parable when measured in various periods. This is connected with the
historical determination T* (respectively T) in a period.

It would be interesting to make an investigation into the relation
between T and T*, in other words into the manner in which and the
degree to which an individual influences the views of a group or the
scientific forum. Bibliometrical research might be a good starting-
point here. As regards content we might think of studying reviews,
polemics and publication policy (both of the magazine and the author).
A «who-quotes-whom» investigation might be a starting-point.

Finally we shall try to give a summary of our argumentation and a
synthesis with respect to the indicated traditional and non-traditional
relations of the individual to the theory formation.

If we see T (according to expression (1)) as the result of a given
process we can wonder which is the motive that will lead to precisely
this result. We have pointed out how important sociological factors
are, particularly group processes. This alternative theory of theory
formation is based on an interest-postulate(!®) and consequently
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offers the possibility to formulate a certain type of theory of behaviour
for scientists who are together in forum.

Our interest-postulate motivates the ambition for «intelligibility».
An individual’s reason to champion a certain theory implies that as a
scientist he will try to make himself understood in the group of
scientists. He will render his theories into generally accessible
phenomena, that is on the basis of personal motives he will try to find
supports for his theories which are understandable for others. (**)

Our train of thought and our proposal for a synthesis can be
schematized as follows:

group process T
«weights» (pq, ..., Pn) } T* = T

the upper line of the diagram gives the alternative theory (part II) the
lower line represents the traditional theory (part D).

In T; we find embodied: man and intuition as the most important
thinking power. Communication and power factors are found back in
the relation between T;, (i=1, ...... , n) and T*, in which the latter
represents the contribution to economic theory formation. The sym-
bol T* stands for rationality as a phenomenon, resulting from the
scientist’s ambition to make himself understood, enabling him thus to
contribute to the theory formation as a result of (partial) acceptance
of his view by the forum.

T* — T expresses that the group process as a time process shows a
tendency towards reaching T, which has been described in I. This
means that not only in the group the members try to reach a maximum
intelligibility, but also that the group as a whole tries to reach a
maximum intelligibility in its environment. But in this case we can
connect rationality as phenomenon, as result (T*) and as motive for
the activity of the scientist (T, see part I): T*—T. This constitutes
our synthesis of alternative and traditional theory with respect to
theory formation. (*%)

Tilburg University August J.M. SWANENBERG
University of Nijmegen Frans A.M. VAN DER REEP
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NOTES

* The authors wish to express their gratitude towards Dr. E. Berns, Prof. Dr. H. de
Swart, Drs. B. Hamminga and Drs. G. Gielen for their remarks and suggestions swith
reference to former versions of this article; none of them is to be held responsible for
the views thar we espouse.

(') Strictly speaking falsifiability of no theory and consequently of no economic
theory is trivial. This must be ascribed to the circumstance that falsification of any
theory T is logically equivalent to the verification of the negation of T.

(* If we regard natural sciences as «highly developed» and if we realize that in these
sciences the falsification possibility is not without problems, this will certainly be the
case for theories in the domain of social sciences.

(®) The utility function (which has as its domain the commodity space X cR®
mapped into Y cRY) exists and is continuous if the preference-relation to the com-
modity space X, which is at the basis of this utility function, complies with the axioms
of «completeness», «continuity» and «transitivity» (H.S. Houthakker [4]). These
requirements may, if necessary, be mitigated a little.

(%) The argument used by H. Albert can in proposition logic be rendered by the
following truth table:

S =

- q
11
I 0
In other words: A theory can always be prevented from falsification by appealing to the
fact that the presuppositions on which a theory is valid are not complied with. H. Albert

mentions the fact that economists often use the ceteris paribus clause as alibi clause.
(Albert [1]).

EXAMPLE

Suppose M is the world of monopoly situations; assume that producers (c.q. firms)
recognize their power over price, but do not recognize their interdependence with other
producers. We describe a certain firm’s behaviour in M by maximizing its profit P(x),
defined by

P(x): = x.p(x) — C(x), where

x is the output of the firm,
p(x) the price of output, and
C(x) is a cost function (differentiable)

The firm’s behaviour is expressed by

LA S P I
dx n

dC
dx ,

where 1 is the price elasticity of good x.
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The expression at the right hand side of the implication (*) is the rule fy’ identifying
monopolistic behaviour. If it is not satisfied, there will be no monopolistic behaviour in
that case. In this way, a theory about behaviour in M can always be protected from
falsification.

Analogously, in the world O of oligopoly situations (where firms simultaneously
recognize their power over price and their interdependence) profit P, of firm 1 may be
formulated by : (suppose we have firms | and 2)

Py(Xy, X3): = Xy . plXy, X2)-Cy (x4

where x, is the output of firm 1
X, is the output of firm 2
C, is the cost function of firm 1

Though somewhat more complicated, profit maximization will also yield some rule 'y,
enjoying the same properties with regard to falsification that we pointed out in the
M-world of monopoly situations

Of course, the world of competitive economics can be viewed upon analogously.

H@Ahag »D=0@—>(@Q@—> 1
111t tfijr 1 111
1t 1 oo0jtf1r 0 100
100 1 1fjtfr 1 o011
100 1 Of1}j1 1 010
001 1 1jtjo t 1t 11
001 1o0]1/]01 100
00 0 1 1j1jo 1 0 & I
000 1 o0fj1j0o1 010

(%) Because of the impossibility to falsify the predicate of the expressions (4) and (7)
(see the expressions (5) and (8)) it can be concluded that the whole expressions are not
falsifiable.

(") As regards its content we can further explain that T, N T, = @ with the aid of the
two given investment functions which are considered typical of a social environment.
With reference to a parameter &, € =0 or £ =1 these two functions can be written as
I=edB)+(1-g) P (W)

In general we can write the investment function as

[=8@B)+nd' (W), 5>0,1>0.

The value of 8, n determines both the social space expressed in T, and the theory of
control T, within the social space! In this case the current social regime cannot be
characterized on a theoretical level outside T, the theory of control. Moreover, for
what values of &, 1 do we regard capitalism or socialism as current? T, is not only
defined by elements belonging to T,, but in addition the ultimate characterization of T,
forms a moment which is arbitrary on an economico-theoretical level.

From this we can explain the search for a non-economic statute of T.

(®) By exogenous theoretical foundation we here mean a foundation outside the
economic theory, in this context a meta- theoretical foundation. For example via
sociology and psychology one can reach k' with the help of the relation V on the basis of
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observation k. This must be done without the support of economic theories. If the latter
is impossible there will be circularity. If that possibility does exist one should reckon
with circularity on the level of non-economic theory. A characterization of the social
space with the help of non-economic theories excludes circularity on the level of
economic theory but elsewhere the problem may return. For that matter sociologizing
the starting points of economic theory formation does not guarantee that this theory can
systematically be justified from the field of (economic) acting itself. For the starting-
points can be based on a sociological theory which in itself has been set up absolutely
arbitrarily, according to a free design (see H. Albert [1]).

(®) Cf. the relation between correspondence theories and consensus theories, with
regard to the truth conception. Also compare the notion «plausible» which is used by J.
Klant as a norm for accepting or rejecting starting-points of economic theory (J. Klant
[5D.

(1% Pi = E(Pi), for all i should thus be interpreted as an ascertainment by hindsight.
For the rest such a specification does not exclude the appearance of «snow-ball»-effects
in which one individual theory conception quickly gains in acceptance and therefore
becomes «weightier».

(*Y) A general formulation, taking into account the information problem, is given by
T*=T*8(T,, ..., Tn; EI(T9 q1)s .oy En(T9 qw)
in which T: =(T,, ..., T,). ‘

The variable g, stands for the quantity of relevant information which is availabie to the
individual i. For the rest the problematic nature of the realization of T* has a clearly
game-theoretical background.

(*?) This conception can be rendered by the expressions:

Ti=TyE(T, q);i=1,....n; T:=(T,, ..., T}
T* =T*(Ty, ..., Tn; Ey(T, a9, ..., Ea(T, @)
the personal conception T;formulated in function of the maximum weight in the forum.

(** It could be wondered if the interest-postulate is perhaps also an expression of a
certain process. One might for exampie think of the interest which is guided by talent or
ambition.

(**) Further foundation is not necessary where motive and phenomenon appear in
one figure: the transcendental moment.

(*%) E.g Joseph SCHUMPETER was in his 1948 address to the American Economic
Association optimistic that the collective intercourse of scientists gradually cumulates
the durable truths distilled from successive waves of ideologically contamined inquiries.
So in our terms he concludes that there exist prescientific cognitive acts which are the
source of the personal views T, which give rise to the formation of T. (J. Schumpeter

[10])
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