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(Methodology and history of economics reconsidered)
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Good afternoon. Thank you very much for inviting me to your Centre and giving me this opportunity to speak about a discursive approach to economics. I will speak first of the discursive approach as an alternative to the present-day economics, equally mainstream and heterodox. This approach is based on the idea that conversations are the primary social reality which means that in order to understand this reality we need to study discourses. At the end of today’s intervention I will use the discursive approach for analysing the professional activity of economists in a historical prospective. As you know, the discursive approach for social sciences is developed in the works of Rom Harré. I will heavily rely in today’s presentation on his ideas, but I am the only one responsible for my interpretation of them.  
1. Prediction of the economic crisis and discursive economics
Both mainstream and heterodox economists as a profession failed to foresee the current crisis which started with the burst of the housing bubble in the United States. They failed as a profession but nevertheless some economists succeeded in foreseeing it. Robert Shiller from Yale is among them. I think that I can state that he succeeded by using the discursive approach. Shiller is a very unusual economist. After obtaining his tenure as a quite typical mainstream economist, he decided to do his research by using survey methods, which was a radical deviation from the accepted way of doing research in the economic profession, and as Shiller said himself “made little sense from a career standpoint”. These methods gave him access to actors’ discourses from analysis of which he concluded that the most important single element to be considered with respect to the housing bubble or any other speculative boom in order to understand them is “the social contagion of boom thinking”, linked with stories, which he called new era stories, justifying the belief that the boom will continue. I can say that Shiller is an advocate of discursive psychology when he declares in his book The Subprime Solution – How Today’s Global Financial Crisis Happened, and What to Do about It that “a good part of what drives people’s thinking is purely social in nature”.  
Another economist who foresaw the burst of the housing bubble is Dean Baker. He was may be the first to do it. In his paper “The run-up in Home Prices: Is it Real or Is It another Bubble?”, published in 2002 by his Center for Economic and Policy Research located in Washington, D.C., he concluded that “a major factor driving housing sales is the expectation that  housing prices will be higher in the future”. Before writing this article, Baker had a very rich experience in the analysis of discourses concerning consumer price index (in his book published in 1998) and social security (his book of 1999).  We will not find in his paper of 2002 any discourse analysis; it is very technical and quantitative.  As Dean Baker explained to me in our phone conversation, the way he came to his conclusions about the housing bubble and the way he presented them in this article are very different. His conclusions were made on the basis of the analysis of actors’ discourses and the form of his paper was adapted to the norms of discourses in the community of economists. He declared that it was impossible to understand the mechanism of this bubble only on the basis of quantitative data. He described this mechanism later in his book Plunder and Blunder – The Rise and Fall of the Bubble Economy. I guess that the other economists who foresaw the crisis did it also on the basis of the discursive approach but, as Baker did, they adapted their presentation to the norms of discourse acceptable in the community of economists. The recent book of Nouriel Roubini, Crisis Economics – A Crash Course in the Future of Finance, can serve as an example. 
Paul Jorion, a person from outside the community of economists, who foresaw the crisis, had no need of following these norms. By reading his book “The crisis of American capitalism”    (written in 2005 and published at the very beginning of 2007), we can understand in what way he came to his conclusions. Trained as an anthropologist, he was working in the American company, Countrywide, the largest company in the world specialised in consumer credits, and in this way he was fully immersed in the discourses shared by all participants of the housing market in the United States. These discourses contained and justified the rules and conventions that all these participants followed.  Paul Jorion’s analysis was very simple. It was based on his knowledge of the rules for lending housing credits for low income families (subprimes) and on rules on mortgage-backed securities. It was also based on his knowledge of Americans’ belief that “the market is always right”, and on his careful analysis of the discourses of the Federal Reserve’s Director, Alan Greenspan. It enabled him not only to foresee the coming of the crisis but also to forecast its mechanism. 
2. Discursive ontology for economics
The discursive approach was developing in the framework of the social constructionism. The fundamental work in this domain is the book written by Peter Berger and Thomas Luckmann,  The Social Construction of Reality published in 1966. The starting notion of social constructionism of these authors is the same as in the pragmatism of Charles Peirce: it is the notion of habit. Habitualization implies that the actions may be performed again in the future in the same manner and with the same economical effort. In terms of the meaning bestowed by man upon his activity, habitualization makes it unnecessary for each situation to be defined anew. Institution is defined in this book as typification of habitualized actions. “The typifications of habitualized actions that constitute institutions are always shared ones <...> Reciprocal typifications of actions are built up in the course of a shared history. They cannot be created instantaneously.” May be the most important notion formulated in this book is the notion of institutional knowledge which is defined as a knowledge that supplies the institutionally appropriate rules of conduct. This knowledge contains the rules and their justifications. “It is the sum total of ‘what everybody knows’ about a social world, an assemblage of maxims, morals, proverbial nuggets of wisdom, values and beliefs, myths and so forth <...> Such knowledge constitutes the motivating dynamics of institutionalized conduct. It defines the institutionalized areas of conduct and designates all situations falling within them.” Instead of the notion of institutional knowledge, Rom Harré uses the notion of social knowledge. According to him “a person’s ability to act and to account for what has been done depend upon his/her stock of social knowledge”. The communally shared institutional or social knowledge in a certain community is the source of social regularity that can be observed in this community. As Rom Harré wrote: “If one wants to explain some social phenomena one might say that it was the rule or the convention that made one do it, so that was where the source of causal efficacy in the social world is to be located”.
The discursive approach adds to social constructionism a hermeneutic dimension. At present the absolute majority of economists and many social scientists do not pay attention to the fact that “people alone among animals can speak [and] people can give accounts of what they are doing, disambiguating their actions and justifying them by reference to rules, conventions and customs”. Because language is a major instrument in many human activities, then studying the uses of this instrument would be a way of studying these activities. “Through the mediation of language there is an unbroken continuum between thought and action”. Following the discursive approach, the researcher “is concerned predominantly with language in use as the accomplishment of acts or as attempts of their accomplishments”. The economists still rely on the model of Economic Man. The Behavioural Economics, which claim to change fundamentally the way the economists conceptualise the world, just extends the standard economics framework making the model of Economic Man “more accurate”. The discursive approach is based on a totally different model, the Anthropomorphic Model of Man where the person is considered not only as agent but also as watcher, commentator and critic.
The discursive approach is based on ontology totally different from that inherited from the Newtonian mechanics. 
	Ontologies
	Locative systems
	Entities
	Relations

	Newtonian
	Space and time
	Things and events
	Causality

	Discursive
	Arrays of people
	Speech acts
	Rules and story lines


Two ontologies (Rom Harré, 1994)

What we have to investigate in social sciences - economics is (or has to be) a social science - are not things and events but discourses consisting of speech acts. Because social relations are mediated by language, conversations can be considered as primary social reality which has to be studied. Instead to look for causal relations, social scientists (including economists) have to try to reveal rules and supporting story lines. In order to do it “the experimenter or the observer has to enter into a discourse with the people being studied and to try to appreciate the shape of the subject’s cognitive world”. The researcher has “to know what a situation means to a person and not just what the situation is (<…> as [it is] seen by an observer) if we are to understand what that person is doing”. For this kind of research, it does not matter where and even when something was said but what really matters, it is who said that. Institutional or social knowledge is not universal; it is local. That is why the people to be contacted have to have the institutional/social knowledge linked with phenomena under study. In this sense “array of people” means people from a certain appropriate community. For example, in order to study financial markets, it is necessary to contact financial professionals like traders and not graduate students of economics as it takes place in the so-called “experimental economics”. At the same time, “array of people” means a sample from a target community. The choice of the people in the sample and its size made in the framework of discursive approach are done in a totally different way in comparison with the mechanistic approach. The researcher contacts people who are willing to share their institutional/social knowledge. The size of the sample (number of people contacted) is determined by the so- called “theoretical saturation”, when the researcher learns nothing new by additional people contacted from the target community. 

In the previous section of my presentation, I spoke of those who foresaw the crisis, but I did not touch upon the question as to why the economics profession as a whole failed to do it. Paul Krugmann in New York Times of September 6, 2009, explained this failure in the following way: “As I see it, the economics profession went astray because economists, as a group, mistook beauty, clad in impressive-looking mathematics, for truth”. Partially it is true. He rightly noticed that the profession was divided in two main camps of believers: those who believed in absolute market efficiency and in the impossibility of any serious collapse, and those who “believed that economies may stray now and then but that any major deviations from the path of prosperity could and would be corrected by the all-powerful Fed. Neither side was prepared to cope with an economy that went off the rails despite the Fed’s best efforts.” Both could not foresee the crisis because of their beliefs and the fact that they were completely out of touch with socio-economic reality. Krugman apparently did not put himself in one of these camps. In fact, in 1999 he published a book called The return of Depression Economics. Anyway he did not foresee the crisis nor did he correctly explain its mechanism in the second edition of this book issued ten years later, because in his research he followed the misleading ontology similar to the Newtonian one, oriented to the search of causes of events in space and time.
3. Discursive epistemology for economics
Now, in a similar way as Rom Harré did for ontology, I would try to present discursive epistemology in comparison with the Newtonian one. Edwin Arthur Burtt in his book The Metaphysical Foundations of Modern Science first published in 1954 described Newton’s experimental-mathematical method in the following way: 
“First, the simplification of phenomena by experiments, so that those characteristics of them that vary quantitatively, together with the mode of their variation, may be seized and precisely defined. 

Second, the mathematical elaboration of such propositions, usually by the aid of the calculus, in such a way as will express mathematically the operation of these principles in whatever quantities or relations they might be found. 

Third, further exact experiments must be made (1) to verify the applicability of these deductions in any new field and to reduce them to their most general form; (2) in the case of more complex phenomena, to detect the presence and determine the value of any additional causes (in mechanics, forces) which can then themselves be subjected to quantitative treatment; and (3) to suggest, in cases where the nature of such additional causes remains obscure, an expansion of our present mathematical apparatus so as to handle them more objectively.” 
This method showed its efficiency in natural sciences, especially in physics. The world of Newton can totally be characterized by figures, quantitatively. Most of the present day economists believe that the economic world can be characterized in the same way. They don’t asked themselves the question “what is the source of socio-economic regularities?”. For Newton, the source of Nature’s regularities was the Creator. For Adam Smith, the source of socio-economic regularities was the same; his “invisible hand” was the Divine Hand. Antony Waterman, Professor of Economics at the University of Manitoba, in his book Political Economy and Christian Theology Since the Enlightenment published in 2004, on the basis of content analysis of the text of “Wealth of Nations”, came to the conclusion that the words ‘nature’ and ‘natural laws’ play in this text the same role as the words ‘God’ and ‘Divine Laws’ played in traditional theological texts. Social constructionism does not need the hypothesis of the creation of either natural or socio-economic worlds by God. Neither does it accept the belief of most of the economists and many social scientists that the social world happens. It is based on the assumption that the social world is socially constructed. I already spoke about the crucial role of language in this construction and about institutional/social knowledge as the source of socio-economic regularities. In the light of all this, I would formulate the analogue for socio-economic research of the first step in the Newtonian scheme as follows: Assimilation by researchers of institutional/social knowledge of actors connected with the phenomenon under study on the basis of analysis of discourses. 

Most of the economists and many philosophers of science distort the first step in the Newtonian scheme; they transform his scheme into the hypothetico-deductive scheme in which the first step is not experimental at all. According to Nobel Prize in Chemistry, Ilya Prigogine, and Philosopher of Science, Isabelle Stengers, in their book subtitled Man’s New Dialogue with Nature initially published in 1984, natural scientists have some kind of experimental dialogue with Nature. This dialogue “corresponds to a highly specific procedure. Nature is cross-examined through experimentation, as if in a court of law, in the name of a priori principles, Nature’s answers are recorded with utmost accuracy, but the relevance of those answers is assessed in terms of the very idealizations that guided the experiments. All the rest does not count as information, but is idle chatter, negligible secondary effects”. It means that this dialogue is going on using the language of a theory which “guides the experiment”. However unlike Nature which can communicate with researchers probably only in the language of researchers’ theories, the actors, active objects of socio-politico-economic research, are also human beings, who can communicate with researchers not in language of researchers’ theories but in English, French or Russian which can be understood by both sides. It means that economists who transfer the practice of dialogue with Nature in natural sciences to practice of dialogue with Human beings commit a mistake. What Prigogine and Stengers are saying is that quite often investigators of nature are forced to design their experiments as testing of some theories. Some methodologists of economics understand potential dangers of this kind of testing: “The first step in testing a scientific theory was to deduce certain empirical predictions from the theory and its initial conditions. The second step was to check these predictions against the observational evidence; if the empirical predictions turned out to be true, the theory was confirmed, and if these predictions turned out to be false, the theory was disconfirmed. In either case, it was not induction, but rather the deductive consequences of a scientific theory, that were relevant to its empirical support <…> Hypothetico-deductive method allowed scientific theories to be ‘based on’ empirical observations (deductively) without actually being ‘built up from’ those observations (inductively).”  (Davis, Hands and Maki, 1998 p. 376) In this way the realism of research depends on a priori guessing of realistic theory. In the case of simple systems, which were studied in classical physics, such guessing was possible. For more complex system such guessing becomes very improbable. Systems studied by economic science are never simple and that is why a priori theories do not have any chance to serve as a basis for understanding of economic phenomena. No testing of this kind of theories would help:  “Cut off from observation as a source of truth, the Cartesian mind puts great emphasis on ‘testing’ to reaffirm its realism. But testing is not a guarantee of correct ideas because, having lost its mooring in reality, the economic mind has created so many conundrums, puzzles and purely mental constructs that testing proves everything and nothing.” (Mini, 1994, p. 41) 
Let’s come back to the Newtonian research scheme. Economists are really champions among social scientists in applying literally the second Newtonian research step to economics: mainstream economics is heavily mathematical. It became possible on the basis of Newtonian space and time/things and events/causality ontology. The transition to the discursive ontology of arrays of people/speech, acts/rules and story lines radically transforms the letter of the second Newtonian step, but it strongly supports its spirit. It takes the form of the preparation of ‘thick description’ (a term proposed by the anthropologist Clifford Geertz), on the basis of actors’ discourse study exposing their meanings concerning the phenomenon under study. Preparation of a ‘thick description’ can include the elaboration of concepts (if necessary) rooted in qualitative and quantitative data. ‘Thick description’ contains an understanding of the phenomenon under study. 
The analogy of the third Newtonian research step can be resumed as follows: further observation/experiment must be made by changing arrays of people in order to understand the phenomena under study in its most general form, and analysis of appropriate historical data in order to understand historical roots of the phenomenon under study and, in this way, to deepen its understanding. 

4. Discursive economics today

As you know, the discursive turn already took place in psychology. Discursive Psychology has now become an established stream of this discipline. The discursive approach has been used recently by political scientists under the name of Discursive Institutionalism or Constructivist Institutionalism (the latter name is the title of a chapter in the Oxford Handbook of Political Institutions published in 2006). Political scientists analyse ideas and discourses in order to explain the dynamic of change or continuity. For example, the article of Colin Hay, from the University of Birmingham, which has been published in 2001 in the book The Rise of Neoliberalism and Institutional Analysis, investigates in the framework of discursive institutionalism the crisis of Keynesianism and the rise of neoliberalism in Britain. Vivien Schmidt from Boston University, who is a very active advocate of discursive institutionalism, published in 1996 a book, From State to Market – The Transformation of French Business and Government, with research based on interviews with several dozen top French business executives and government officials. 
For the moment, the name “discursive economics” has not yet been used. Nevertheless, I can say that the discursive turn begins to take place in this discipline. Two influential economists - already-mentioned Robert Shiller and his co-author, Georges Akerlof (winner of the 2001 Nobel Prize in Economics) – already work using the discursive approach. In their book published in 2009 sub-titled How Human Psychology Drives the Economy, and Why it Matters for Global Capitalism, in a special chapter they continue to develop the idea already expressed earlier by Shiller of the crucial influence of the circulation of stories on economic life. The following statement expresses this idea very vividly: “It is generally considered unprofessional for economists to base their analyses on stories. On the contrary, we are supposed to stick to the quantitative facts and theory – a theory that is based on optimisation, especially optimisation of economic variables <…> But what if stories themselves move markets? What if these stories of overexplanation have real effects? What if they themselves are a real part of how the economy functions? Then economists have gone overboard. The stories no longer merely explain the facts; they are the facts”. The first page of the chapter “Stories” of this book can be considered as a summary of such topics of the discursive psychology as ‘self’ and ‘memory’: “The human mind is built to think in terms of narratives <…> much of human motivation comes from living a story of our lives, a story that we tell to ourselves and that creates a framework of motivation <…> stories and storytelling are fundamental to human knowledge. People’s memories of essential facts are indexed in the brain around stories. Facts that are remembered are attached to stories. Conversation <…> not only serves to communicate information in a form that is readily absorbed, it also serves to reinforce memories related to stories. We tend to forget stories that we do not repeat to others”.  
Akerlof and Shiller frequently declare their link with behavioural economics. In the introduction to their common book they declare that it “draws on an emerging field called behavioural economics”, but I think that readers who know the works of Daniel Kahneman, Amos Tversky and Richard Thaler will not recognise the ontology and epistemology on which these works are based in the book of Akerlof and Shiller.  They are radically different. Akerlof implicitly acknowledges this radical difference: “Leading economists <…> have brought fairness into our purview. They argue that people care about being fair and being treated fairly. The utility function then should take account of such concerns. Fairness thus conceived can explain many results from experiments where subjects – usually students at a university laboratory – participate in scenarios that mimic economic transactions. Instead of maximizing their own monetary reward, subjects tend to choose outcomes that look ‘fair’. But in the real world, individuals’ conceptions of fairness depend on the social context. In many places it is seen as fair and perhaps natural to treat other people in ways that elsewhere are considered unfair and even cruel”. This is the quotation from the book of George Akerlof and Rachel Kranton Identity Economics – How our Identities shape our Work, Wages, and Well-being published this year. I consider this book as a very serious contribution to the promotion of the discursive approach to economics. 
Akerlof and Kranton criticise in their book the basic presumption, that most economists maintain, that “preferences are individual characteristics independent of social context”. They declare that “this presumption ignores the fact that what people care about, and how much they care about it, depends in part on their identity”. The book of Akerlof and Kranton devotes a special chapter to economic methodology. The authors of the book are not satisfied with “a remarkable consensus [of economists] on how to conduct research <…>: we first choose a model, or a theory. We then test the model against observations and reject it if it does not fit”. They disagree with the “standard economic methodology with its emphasis on statistical analysis” which considers detailed qualitative studies as worthless and ‘anecdotal’. They suggest that economists undertake an ethnographic style of research: “From the many details they record, and the attention they give to the subtexts of what people say, they construct a consistent picture of the people’s behaviour. Indeed, the very best ethnographic studies do not just record what people say; they decode what people say and do”.  The authors acknowledge that quantitative studies oriented to the identification of causality are useful, “but they may only hint at what we really want to know”. They think that detailed descriptions are much more useful for understanding a phenomenon under study than any statistical tests. They are sure that “identities and norms are easy to observe”. We observe them “in how people talk about their lives. Many people can readily describe how they think they should behave and how others should behave. Transgressions are the stuff of gossip. The outside observer – for example, the visiting anthropologist – need only learn the stories and listen to the gossip to infer the norms”. 
I can mention at least three more economists (including myself), outside of those who were mentioned above, who apply the discursive approach in their research. Professor of Economics at Yale University, Truman Bewley, maybe under the influence of Robert Shiller, investigated the problem of his speciality, wage rigidity, by interviewing over three hundred business executives and labour leaders as well as professional recruiters and advisors to the unemployed. His book Why Wages don’t Fall during a Recession published in 1999 contains a lot of quotations from these interviews which accompanied his analysis. His findings contradicted many theories concerning wage rigidity. 

John Dengbol-Martinussen was Professor of Development Economics and Political Science at Roskilde University, Denmark. In 2001 he published his book Policies, Institutions and Industrial Development – Coping with Liberalisation and International Competition in India. This is an extract from his book concerning his research method: “I have tried to combine macroeconomic and macro-political analyses with detailed studies of actors’ perceptions and responses. The latter have been based on a review of public statements, relevant documents as well as interviews with key decision-makers. The aims of the interviews have been to try to determine (a) how policies have been evolved and implemented in practice; (b) how the policies and the mode of implementation have been perceived by those involved in political and administrative decisions and formulation of corporate strategies; and (c) how the organisations and enterprises they represent have reacted in practice.” It is interesting to note that the questionnaires he prepared, played a rather secondary role in his interviews, which looked like only partially structured conversations. 
I myself, in the late 1990’s early 2000s, the time of my affiliation to the University of Geneva,  investigated the phenomenon of institutional continuity in post-Soviet Russian agriculture. This continuity took place at the last decade of the 20th century in spite of the radical change of agricultural legislation and policy. This research has been reflected in my book Institutional Economics of Agrarian Transformations in Russia written in French and published in 2003. My analysis was based on about 80 interviews of different types of Russian agricultural actors, and also on different texts such as laws, political and economic programmes, local and national regulations, interventions of political and economic leaders. The historical part of the research explains the roots and dynamics of the revealed rules and beliefs of the present day’s actors. A special inquiry has been made to check whether the revealed beliefs of these actors are shared by the younger generation of future actors, students of agricultural universities and colleges. 1455 students from five different Russian regions have filled in questionnaires. Their 26 teachers were interviewed in the same way as actors. Interviews with actors and teachers were active. Unlike in “normal” interviews where the interviewer should remain “neutral”, they looked more like brainstorming sessions; we were co-participants of the research. The criterion for selection of “respondents” was their willingness to collaborate. The size of the “sample” in different categories of respondents was determined by a simple rule: no more interviews if several previous ones do not add any additional institutional/social knowledge of actors to the analysis. I witness that “theoretical saturation” came very quickly.  
5. Discursive versus neoclassical experimental economics: comparison of methodologies

In 2002 Daniel Kahneman and Vernon Smith had been awarded the Bank of Sweden Prize in Economic Sciences in Memory of Alfred Nobel. Kahneman is now considered as a founder of Behavioural Economics and Smith as the founder of Experimental Economics. Some authors consider Behavioural Economics as part of Experimental Economics (Bardsley et al., 2010). Others think that Behavioural Economics just uses the method of Experimental Economics (Wilkinson, 2008). These branches are very closely linked with standard economics and represent very honourable parts of mainstream economics. Both practise laboratory economic experimentation based on the methodology on which economists have, as Akerlof and Kranton noticed, a remarkable consensus. I devoted more than ten years to a different laboratory experimental economics (Yefimov, 1979, 1981, 1988), which can be called discursive. I was a pure neoclassical economist during my graduate and PhD studies (Yefimov, 1970). After the disappointment of trying to investigate the functioning of the Soviet economy on the basis of this approach, I moved for a short period of time to the behavioural approach (Cyert and March, 1963; Simon, 1977), but it was again a disappointment: even computer simulation models required too strong assumptions on human behaviour. The solution for me was very natural and simple: if we cannot simulate with formal models the behaviour of humans, let’s invite these humans to simulate their own behaviour in laboratory conditions when their environment (responses to their decisions) is simulated by computer simulation models. Once engaged in this way, the logic of the research has brought me to develop a discursive approach for gaming-simulation (Yefimov, 1979) as a basis for modelling of and laboratory experimenting with economic systems (Yefimov, 1981). On the basis of this approach, a large scale gaming simulation model was developed as a basis for laboratory experiments with the objective of comparative analysis of different economic systems (Yefimov, 1988). The economic systems of two particular countries (Soviet Union and Hungary, a country plunged into an advanced economic reform) were presented in this model by rules which depicted national economic legislations (Yefimov, 1988, pp. 43 – 69).  
From the very beginning, I was forced to make ontological and epistemological choices by answering four methodological questions. The first question was: whether participants of the laboratory experiments, players of the gaming sessions, could be students or have to be real actors able to bring to the experiment their professional culture? At that time, in the 1970s and 1980s, for me as a Moscow State University senior lecturer and later associate professor, it was easy to organise experiments by choosing the former option, but I have chosen the latter. The second question concerned whether players may communicate with each other only through computer model making quantitative decisions or would they be obliged to make face to face negotiations before taking any decision? In my experiments, face to face conversations were the most important activity of participants. The third question was whether experiments have to be organised just to collect quantitative data on the functioning of economic systems with different economic legislations, or is it necessary to collect qualitative data as well? For me, ‘observation’ of all conversations between players during the experiments was one of the most important parts of the research process. And the last, but not the least: whether players have just to fulfil their gaming roles of enterprise managers or government officials, or must they be also involved in the analysis of experiments, during gaming sessions and after the gaming experiment, to help the researchers to make their conclusions?  My choice was in favour of the active role of all participants in the research process. Daniel Kahneman and Vernon Smith and their followers in organising their experiments have made the opposite choices in answering all four questions. 
Martin Shubik, Professor of Economics of Organisation at Yale University published in 1975 two books on gaming. In these books, he insisted on a game theory background for gaming. In fact, Shubik has expressed the ideas on which is based present day Experimental Economics, which I call neoclassical. In an article published in 1978, I strongly criticised Shubik’s position. The game theory started with the publication by von Neumann in 1928 of an article under the title “Zur Theorie der Gesellschaftsspiele” which means in English “Towards a Theory of Parlour Games”, but it was translated as "On the Theory of Games of Strategy". As von Neumann indicated in this article, it concerns different games such as roulette, chess and different card games. He remarked that any event where an individual's success in making choices depends on the choices of others enters into his scheme of the game. Just in a footnote, he mentioned that this is the main problem of classical economics with its “homo oeconomicus”.  This idea was developed in his book, co-authored with Oskar Morgenstern, Theory of Games and Economic Behaviour, which was based not on investigation of economic behaviour but on some similarity with mathematics of neoclassical economics. In my article of 1978, I wrote: “Using the language of notions of the mathematical theory of games, which means the language of parlour games, it is impossible to reflect the most important characteristic of the behaviour of the individual in socio-economic systems: his/her role structure. If one wants to construct a theory of economic behaviour on the basis of a mathematical description of behaviour in a game, then one should try to make this description for children’s role playing games. However, at present, creation of this kind of mathematical construction is probably condemned to failure”. 
Fortunately, another kind of theory of this type of game was available at that time: the psychological theory of children’s games developed by Daniel Elkonin, student of Lev Vygotsky. I heavily relied on this theory in my understanding of gaming. Elkonin bases his theory on the ideas of his teacher expressed in Vygotsky’s article published initially in 1933, “Play and its role in the mental development of the child”. Let’s note that the Russian word igra, used by Vygotsky in his article means in English both “play” and “game”. Two notions are central in this article: imaginary situation and rules. He wrote: “All games with imaginary situations are simultaneously games with rules, and vice versa <…> Action in a situation that is not seen, but only conceived on an imagined level and in an imaginary situation, teaches the child to guide his behaviour not only by immediate perception of objects or by the situation immediately affecting him but also by the meaning of this situation <…> Action according to rules begins to be determined by ideas, not by objects <…> word meanings replace objects”. The ideas of Elkonin that by means of games, like “daughters-and-mothers”, “shop”, “hospital” and so on, children master adult life with its social norms by interacting in a playing group, and that a child’s role playing game is a form of simulation of social relations, i.e. their representation in a different material form oriented me in my work in the domain of gaming-simulation. 
I realised that the research aims of my gaming-simulation experiments were certainly different from those in social psychology, but I thought that they should be quite close methodologically. Two papers published in the journal American Psychologist also helped me to clarify my ideas on gaming-simulation.  One of them was the article “On the social psychology of the psychological experiment” published in 1962 by Martin Orne from Harvard Medical School. I reproduced the following quotation in my article published in 1979 in English: “We should like to propose the heuristic assumption that a subject's behavior in any experimental situation will be determined by two sets of variables: (a) those which are traditionally defined as experimental variables and (b) the perceived demand characteristics of the experimental situation. The extent to which the subject's behavior is related to the demand characteristics, rather than to the experimental variable, will in large measure determine both the extent to which the experiment can be replicated with minor modification (i.e., modified demand characteristics) and the extent to which generalizations can be drawn about the effect of the experimental variables in nonexperimental contexts.” The famous “Hawthorne effect” is an example of this kind of phenomena.  In my article I also quoted Irwin Silverman from University of Florida who wrote in his paper “Crisis in social psychology: The relevance of relevance” published in American Psychologist in 1971: “The model of psychological subject as object that has pervaded our research since postintrospectionist times is painfully flawed, and the data we acquire may relate very much to the motives and feelings and thoughts of subjects about their role in the experiment and very little to their lives outside of it”.  Research into children’s games in the Vygotskian spirit by Georgiy Shedrovitsky and Rimma Nadejina and published in 1971 in the Russian journal Problems of Psychology, helped me to find a response to these kinds of methodological doubts of social psychologists. By observing children’s plays Shedrovitsky and Nadejina have noticed that children’s games represent two kinds of activities: gaming activities of role playing (following of rules) and activities apropos of the game (negotiations concerning rules). 
Under the influence of this article I have made the following conclusion concerning discursive gaming simulation experimentation: “A game assumes simultaneous realisation (but not sequential alternation in time!) of practical and conventional behaviour. A player must keep in mind that he is taking part in a conventional (unreal) situation and at the same time ignore the fact <...> The duality of the player’s behaviour in gaming simulation experiments is manifested in two types of activity: in the gaming activity [execution of role] and the activity apropos of the game [research] <...>. In an experiment so designed, the players are directly interested in studying the functioning of the analysed institutions.” (Yefimov, 1979, pp. 404 – 409) I developed this idea in my other article published in Journal of Economic Behavior and Organization in 1981: 
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“The main emphasis in gaming experiments is given to the joint creative activity of all participants, players included. Their task should not be confined to that of passive examined subjects. It is just the players who, collaborating with the experimenters, must make the main contribution to the solution of the investigated problem. Their gaming activity (the activity while performing the gaming roles) must be a cause, framework and an empirical basis for the research (activity apropos of the game). The participants of a gaming simulation experiment contribute to the solution of the problem in the process of discussions, filling in questionnaires and making reports as well as other types of activity apropos of the game.” (Yefimov, 1981, p. 198) 

Advocates of neoclassical experimental economics see two main advantages offered by laboratory methods: replicability and control. “Relatively inexpensive, independently conducted laboratory investigations allow replication <…> An absence of control in natural contexts presents critical data problems in many areas of economic research” (Davis and Holt, 1993, p. 14, 15). I was profoundly impressed by the replicability of results of field studies undertaken by different researchers in different Russian regions concerning agriculture on the basis of discursive methodology; all of them witnessed the sameness of stories told by actors in all regions. An absence of control in natural contexts does not present critical data problems if the objective of the research is not to predict or to verify but to understand with the help of people acting in these contexts. The economists’ difficulties in data collection cannot be as well a rationale for laboratory experiments in economics. Data is understood in mainstream economics as “objective” numerical data. For an economist using the discursive approach, most of the data he/she needs is not numerical but qualitative data, representing the meanings of actors and the latter can share this data with investigators. To my mind the only important rational for laboratory experiments in economics is the possibility of plunging a mixed team (scholars and actors) of participants into an environment that does not exist for the moment (for example the introduction of new economic legislation) and to investigate problems arising in this environment. Preference for laboratory in comparison to field experiments could come either from cost considerations or from potential undesirable (dangerous) consequences of the field experiments. Most of the data in these experiments are produced by the participants. In addition a computer simulation model, which provides feedback of decisions made by players, can also supply data for this investigation.  

The Cartesian nature of neoclassical experimental economics can be seen in a priori microeconomic system (Smith, 1982) which serves the basis of its experimental situation design and in the role of players-participants. In addition to the usual a priori conceived elements of microeconomics, game or utility theories, microeconomic system contains a priori rules, which neoclassical authors misleadingly called institutions. On the contrary, in discursive experimental economics, the design of experiments is based not on a priori abstractions, but primarily on results of preliminary field studies. As was already mentioned, participants in neoclassical laboratory economic experiments are considered as “subjects” and are recruited among students. In these kinds of experiments, “participants receive salient rewards that correspond to the incentives assumed in the relevant theory <…> Also, as a general matter, rewards are monetary” (Davis and Holt, 1993, pp. 24, 25). The emphasis on the aim to win may disturb the necessary level of dual behaviour (simulation and research) and thus devaluate the experiment. In order to guarantee an “unbiaseness” of participants’ behaviour, the experimenters make a lot of efforts to prevent participants from discovering the objectives of the experiment. On the contrary, in discursive experimental economics, players are not only informed of the objectives of the research but they consider these objectives as theirs. 
6. Institutional economics and discursive economics: from repentance to resurrection 

Institutional economics that is practiced today by members of the community of academic economists is primarily so-called New Institutional Economics. It belongs to mainstream economics and has nothing in common with the discursive approach. Nevertheless, I am convinced that institutional economics started as a current of economic thought and research practice on the basis of this approach. It happened at the turn of two last centuries in the framework of New German Historical School, headed by Gustav Schmoller, and American Institutionalism of Walton Hamilton and John Commons. I have come to the conclusion that these two currents share discursive ontology and epistemology by studying not only their research works, but also memoirs and special historical investigations of these schools based on archives inquiries. The book of Erik Grimmer-Solem from Wesleyan University, The Rise of Historical Economics and Social Reform in Germany 1864 – 1894, published in 2003 was especially valuable for my understanding of the Schmoller school. Numerous working papers of Malcolm Rutherford, Professor at the University of Victoria, Canada, gave me knowledge of many details of the research activities of Hamilton and Commons.   

Schmoller and his colleagues based their research on the assumption that “major sources of social regularity were common morals, ethics, and institutions” (Grimmer-Solem, 2003, p. 160). Thus, to understand socio-economic phenomena, it is necessary “to study all those institutions that had emerged over time to constrain and mould individual behaviour into purposive action and social interaction” (Ibid.). This kind of study could be nothing else but an analysis of talk and texts. It was the real discursive turn in economics. Schmoller believed that economic and social science had the same epistemology as natural sciences, with such a difference that it should be hermeneutic. The discursive/hermeneutic turn of German economists of the 19th century had come into being under the influence of Wilhelm Dilthey, whose Introduction to the Human Sciences was highly rated by Schmoller. 
German economists did their research collectively: They were organised in a Union for Social Policy [Verein für Sozialpolitik], a research body with the objective of providing scientifically derived information for politicians, the public, legislators, and government officials, who would then use this ‘scientific’ information as a basis for policy decisions, and thereby not blinded by the fog of ‘partisan economics’ (Ibid., p.179). Founders of this Union shared their general frustration with the mode of reasoning of classical economics “that seemed wholly at odds with positivist and materialist scientific climate of the time, when the natural sciences were celebrating success upon success by working empirically” (Ibid., p.123). Thanks to this Union in the community of German economists, good professional practice became identified with empirical research. The Union guided and organised economic research by its agenda-setting standing committees of annual conferences. These conferences were not just meetings of members of the profession sharing with each other results of their research. These conferences were places of debate of commissioned studies. “In advance of conferences, the Union’s standing committee held meetings to nominate and vote on the subjects to be discussed at the conferences. Sets of questions were then raised and parameters set for research and fieldwork (or in the case of surveys, detailed questionnaires were drafted and sent out) by a commissioned expert, and increasingly, groups of experts. The results of these investigations and surveys would then be compiled into summary studies which were circulated before conferences <…> Following the conferences, commissioned studies were published in the Union’s monograph series” (Ibid., p. 69 -70). The German institution of economics, with this Union as its integral part, was created under the leadership of Schmoller collaborating very closely with the government of Bismarck. 
In the United States, an institution of economics in the form of Wisconsin Institutionalism was in many respects similar to the German one. The role of Schmoller was played by John R. Commons working very closely with the administration of the governor/senator of the state of Wisconsin, Robert La Follette. In Wisconsin, the German model has even been improved: in addition to historical and monographic research, researchers began to use a technique which was later called Action Research.  It was done under the auspices of the Wisconsin Industrial Commission, which served as a laboratory for the Commons’s group where they did their investigations. Richard Ely, initially teacher and later boss of Commons, is known now almost exclusively as the founder of the American Economic Association. It is not widely known that Ely and his colleagues, who have obtained PhD degrees in economics in Germany, wanted to create an American version of the Schmollerian Union, but they had failed to do it because of the strong resistance they met. Ely transmitted to Commons the Schmollerian method of research which included, as a central element, direct contacts with actors and the Humboldtian method of university teaching, that is the involvement of students in the research process. Ely has witnessed: “He [professor Commons] kept in touch, on one hand, with labour and, on the other, with the management of industry. He mingled with all classes of people. He introduced to his classes people <…>, who were regarded as very dangerous radicals. To him, these people were simply human representatives, whom his students should know face to face. On the other hand, he was just as eager to have his classes know capitalists and leaders of industry. He could admire a labour leader; he could understand the slugger; and he had a great admiration for the big industrial leaders. In order to understand their point of view, he became a member of the Wisconsin Industrial Commission, while on a leave of absence from his university duties” (Ely, 1938, pp. 187 – 188). As Philip Mirowski wrote: “Many of the economic functions of the US government that we take for granted today were the handiwork of Commons and his students in the first half of the twentieth century” (Mirowski, 1987, p. 1027). John Commons called interviewing “the prime method of investigation” (1934a, p.106). He made case studies of the past and present. In Wisconsin University Commons offered a course based mainly on the study of reported legal cases, involving a correlation of law, economics and psychology. He wrote: “Academic teaching is merely brains without experience. The ‘practical’ extreme is experience without brains. One is half-baked philosophy – the other is rule-of-thumb” (1934c, p.160). The same research position also occupied Walton H. Hamilton from Michigan University, author of the term “institutional economics”, who devoted a special book, The Case of Bituminous Coal to the study of the coal industry. 
The received view, that the institutional economics of John R. Commons, Hamilton and many other American institutionalists is something absolutely unacceptable for contemporary academic economists, is dominant. This view unites very different representatives of the community of economists. The school of thought launched by Schmoller and Commons is often accused of creating no theories as neo-classical economists do.  Mainstream economists try in vain to find in texts of American institutionalists deductive theories based on a priori axioms: “The institutionalists seem to have suffered from a methodological confusion regarding the nature of theory. They thought a description was a theory.” (Ward, 1966, p. 87). Heterodox economist Geoffrey Hodgson, at present the editor-in-chief of The Journal of Institutional Economics, also does not share the discursive approach used by American institutionalists. He wrote: “In the interwar period institutionalism was actually the dominant school of economic thought in the US. It lost ground to neoclassical formalism partly because it neglected its own task of underlying theoretical development. It is not difficult to see how institutionalism became bogged down. After establishing the importance of institutions, routines and habits, it underlined the value of largely descriptive work on the nature and function of politico-economic institutions. Whilst this was of value, it became the predominant and almost exclusive practice of institutionalist writers. The institutionalists became data-gatherers par excellence. The error here was largely methodological and epistemological.” (Hodgson, 1988, p. 21 – 22). This kind of evaluation is very natural for somebody who does not know or does not accept the constructivist discursive methodology and epistemology.
Hodgson’s methodology and epistemology is expressed in his following statement: “no observation can be independent of the conceptual framework, language and theoretical system of the observer. Consequently, no ‘objective’ facts can be known untainted by the preconceptions of the investigator” (Ibid., p. 35).  I believe that Hodgson’s terminological mistake is to consider “conceptual framework, language and theoretical system of the observer” almost as synonyms. A discursive institutionalist investigator, before engaging in a field study, has a conceptual framework based on a chosen ontology: he/she studies institutions (formal and informal rules) and beliefs linked with these institutions. Nevertheless, his statement that “all facts are expressed in some form of language, and an aconceptual or atheoretical language is impossible” is misleading. When economists, following Milton Friedman, say that “we cannot perceive ‘facts’ without a theory”, they mean their economic theories. It is the language of the community of economists which is contaminated by their theories, not the language of respondents who are interviewed by discursive institutional economists. These respondents tell the researchers some stories which, as Akerlof and Shiller said, are facts that the researcher ‘collects’. For example, if the area under study was the Russian countryside, then knowledge of the Russian language including technical agricultural terms would be sufficient to begin ‘observation’. On the contrary, gathering data concerning preconceived quantitative variables used in a theory and escaping any other information, which could be collected in the field if it does not enter into this set of preconceived variables, will make the investigator ‘blind’ to many possible insights. The potential validity of the discursive institutionalist conceptual framework is based on the belief that social regularities come from socially shared rules and beliefs, and that these rules and beliefs are expressed in some socially shared stories which represent, for the researcher, data to be collected. This conceptual framework is not a model or theory as it is understood in economics. 
Geoffrey Hodgson rejects discursive institutionalism practiced in Germany and the USA, but he is attracted by the institionalism of Thorstein Veblen, which is in many respects Cartesian. According to him, Veblen was the main founder of American institionalism, an opinion which has been refuted recently by the research of Malcolm Rutherford. Another Cartesian version of institutionalism is the so-called New Institutional Economics. Several representatives of this stream of economic thought have already been awarded the Bank of Sweden Prize in Economic Sciences in Memory of Alfred Nobel. New Institutional Economics has a twin in political science which is called Rational Choice Institutionalism. Both of them are based on a distorted vision of human psychology. New Institutional Economics does not intend to replace standard economics but to complement it. Veblenian institutionalism and rational choice institutionalism of New Institutional Economics share the same methodology which in many respects is Popperian. Rom Harré characterises Karl Popper’s legacy in the following way: “Looking back on the substantial corpus of work that Popper produced in accordance with his formula, one has a sense of disappointment. But I think the failure of almost all of Popper's projects nevertheless is a kind of success. He was the last of the great logicians, the most systematic, the most consistent and the most ruthless in pushing a logical programme of philosophical research through. The failure of Popper's projects shows us in a dramatic way the limitations of the rationalist ideal when it is worked out in terms of logic. Human beings do, I believe, use rational procedures but they have to be understood in relation to much richer patterns of thought and language than can be captured in the patterns of the traditional logics of truth and falsity”.
Uskli Mäki, former editor of the Journal of Economic Methodology, witnesses that “Popperian dominance, a kind of Popperian mainstream in economic methodology, prevailed” (Mäki, Gustafsson and Knudson, 1993). Blaug, in his very popular large (more than 700 pages) manual, Economic Theory in Retrospect (first edition 1962, 5th revised edition 1997) devoted only two pages to American institutionalism at the end of the book after discussing falsifiability in economics, where he devaluates American institutionalism in the same way as Hodgson did. His book The Methodology of Economics, or How Economists Explain (first edition 1980 and revised edition 2006) is purely Popperian. In his article “Why I am not a constructivist. Confessions of an unrepentant Popperian” he wrote: “I know that Popper enjoys little esteem among professional philosophers of science. I know that there are real weaknesses and perhaps even damaging flaws in his position. But I still believe that much of the letter and certainly all of the spirit of this theory come closer to my deep-held convictions about methodology of economics than any other philosophical thinker” (Backhouse,1994, p. 109).  In this way Blaug has confirmed that economists are Popperians. I think that economists, in order to become socially useful, should repent and abandon Popperian methodology, and assimilate constructivist discursive methodology. They should resurrect much of the letter and certainly all of the spirit of such streams of economics that already used this methodology, i.e. the German Historical School and American Institutionalism.
7. History of economics and reform of its institution from the social constructionism’s point of view

In this last section of my presentation I will apply the constructionist discursive approach to economics itself as an activity of the community of economists. This activity is carried out in the framework of certain rules which are linked with certain beliefs. These rules concern professors and students. They frame elaboration of the curriculum and organisation of examinations. They determine procedures and directions of research, and the criteria of acceptance of papers for publication in professional journals. These rules also include formal and informal norms of the functioning of professional organisations of economists like the American Economic Association. The rules were conceived and evaluated following certain beliefs which corresponded to certain answers to questions like: What is scientific research? What is the objective of scientific research? What to study? How to study? What form the result of a study should take? Rules, beliefs, values, conventions, myths and so on, ‘what everybody in the community of economists knows’ about the academic world of economics, represents the institutional knowledge of the profession of economists. Candidates for the economics profession get most of this knowledge during their PhD studies. If somebody becomes a member of the profession and does not have this knowledge or refuses to use it in his/her behaviour in different situations, then, if even once accepted in the profession, earlier or later he/she will be rejected by the profession.  
I do not know if anyone has already asked themselves: what are the sources of the institutional knowledge of the modern institution of economics? In order to answer this question, it is necessary to look through the history of economics not only as a history of thought but as a history of the profession. Then, we will see that: 1) the institution of economics was born in the framework of another institution, the institution of the university; 2) the discipline of economics is the continuation of the discipline “Political Economy”, which in its turn had its origins in “Moral and Political Philosophy”, and 3) the institutionalisation of economics took place just after the marginalist revolution which was based on metaphorical appropriation of the analytical structure of mid-nineteenth century physics.
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Institutions of economics appeared in Europe and the United States in the second half of the 19th century. They were born inside national institutions of university. The first universities were created in 13th century. This is distinct from the “birth” of the institution of science in the 17th century which took place outside the university. This “birth” can be linked with the foundation in 1660 of the Royal Society of London for the Improvement of Natural Knowledge. During several centuries, the university did not practice any research but was a purely educational establishment subordinated to Church and state, having the task of forming clergymen and civil servants. Up to the 18th century, universities provided education based on ancient Greeks and Romans, as well as on the Bible and theological texts. “Natural sciences were incorporated quite late in British university education, sometimes not until the 1880s” and “mathematics <…> throughout the nineteenth century reigned at Cambridge as a fundamental component of the prestigious tripos examination system” (Fourcade, 2009, 
p. 149). In this intellectual atmosphere, it is the connection of a discipline with the mathematical method, and not with the experimental one, which was the decisive sign of the truly “scientific” character of the discipline. In order ‘to merit’ this indication, British economists were oriented to “the progressive elimination of most inductive and historical elements from the core of political economy, and concomitant ascendancy of the deductive method” (Ibid.). 
In the United States the situation was similar. Harvard University founded as Harvard College in 1639 was at the beginning a Congregationalist educational establishment, which trained Puritan ministers. “The purpose of higher education in pre-Civil War America was to teach piety and discipline. The vast majority of the faculty were involved in preaching and missionary work <…> The first American economics textbooks were written by clergymen, and a religious understanding of economic activity was pervasive. Capitalism and the laws of political economy were thought to be in harmony with the laws of god and consistent with the higher purpose of moral elevation” (Ibid., p. 64). In Britain in the middle of the century John Stuart Mill, being agnostic, transferred the legitimacy of political economy from religion to science.  He characterised political economy as essentially an abstract science and its method as a priori method. According to him “it reasons and must necessary reason from assumptions, not from facts” (Mill, 1994, p. 56). For him, the model for an abstract science is geometry: “Geometry presupposes an arbitrary definition of a line, ‘that which has length but not breadth’. Just in the same manner does Political Economy presuppose an arbitrary definition of man” (Ibid.). On the basis of this methodology, Marshall developed his vision of economics as a “science” very similar in its approach to moral and political philosophy. This type of economics was welcomed by American businessmen who at that time increasingly replaced clergymen on college and university boards of trustees: “University leaders (presidents and boards alike) often favoured [economics and other social sciences] as ‘secular substitutes for religion’ and saw in them a continuation of the old courses in moral philosophy” (Fourcade, 2009, p. 66). 

In order to see this continuity, let’s look at the manual Principles of Moral and Political Philosophy of William Paley (July 1743 – 25 May 1805). Paley lectured in Christ's College in Cambridge a course on the New Testament and a course on moral philosophy which subsequently formed the basis of his manual. He is best known as a theologian for his exposition of the teleological argument for the existence of God in his work Natural Theology, which made use of the watchmaker analogy. Keynes suggested that Paley was ‘the first of the Cambridge economists’. Paley's Principles of Moral and Political Philosophy was one of the most influential philosophical texts in late Enlightenment Britain. It was cited in several Parliamentary debates in Britain, and in the US Congress. The book remained a set textbook at Cambridge well into the Victorian era. Paley’s manual contains reasoning oriented to justify different types of formal and informal rules in force in Britain. Some parts of the book are devoted to the economic domain, for example property and different kinds of contracts  concerning sale, lending of inconsumable property and money, contracts of labour service or labour partnership and so on., others to civil rights, duties, and the civil government. Altogether the book can be considered as a collection of justifications of the existing social order. Many of this collection of justifications are purely theological. The manual has a special part entitled “Duties Towards God” and a chapter “Of the Duty of Civil Obedience, As Stated In the Christian Scriptures”.  Paley admits that the whole system of reasoning in the book justifying different kinds of rules supposes the affirmative answer to the question: “Will there be after this life any distribution of rewards and punishments at all?” Adam Smith followed the intellectual habit of his time to put God in the centre of their deductive system. The difference with Paley consists in the substitution in “Wealth of Nations” of the word “God” by the word “Nature”. This substitution allowed Smith to present the social world as analogous to the natural world with its “natural laws”. Earlier in my presentation I already mentioned the conclusion of Antony Waterman, Professor of Economics at the University of Manitoba, that  the words ‘nature’ and ‘natural laws’ play in Wealth of Nations the same role as the words ‘God’ and ‘Divine Laws’ played in traditional theological texts.
As it was brilliantly shown by Philip Mirowski, historian and philosopher of economic thought at the University of Notre Dame, neoclassical economics has its mathematical origins in thermodynamics: “The supposed mystery of the ‘simultaneous discovery’ of neoclassical economics in the 1870s and 1880s is dispelled when it is realized that energy physics has filtered down to some textbooks by the 1860s, and is rapidly becoming the primary metaphor for the discussion of the physical world” (Mirowski, 1989). The formulation of neoclassical theory in the 1870s was just a “metaphorical appropriation of the analytical structure of mid-nineteenth century physics. Neoclassical economics is thus seen not as a "discovery," but as an arbitrary imposition onto social reality of a paradigm taken from an alien field of knowledge” (Carlson, 1997). Paul Samuelson continued this metaphorical practice. His working method was the same: to reproduce the application of mathematical methods in physics to economics. Samuelson was not a physicist but he “had an acquaintanceship with scores of leading world mathematicians and physicists” and received “essential hints” for his work from a thermodynamicist (Samuelson and Barnett, 2007, p. 155). This working method is a caricature of the Newtonian method: “Samuelson’s signature method of economic theory, illustrated in his Foundations (1947), seems to follow two rules which can also be said to characterize much of Neoclassical economics since then: With every economic problem, (1) reduce the number of variables and keep only a minimum set of simple economic relations; and  (2) if possible, rewrite it as a constrained optimization problem” (Ibid., p. 144); “By modelling economic agents in this way, he hoped to be able to predict their behaviour in much the same way that physicists predicted the behaviour of physical objects” (Szenberg, Gottesman and Rarattan, 2005, p. 21).  

It is impossible to understand the history of economics without understanding its critical moment: the Dispute of Methods, or Methodenstreit. This dispute between Gustav Schmoller and Carl Menger can be considered as a renewal of a similar dispute taking place more than two hundred years earlier between Robert Boyle and Thomas Hobbes. The Schmoller-Menger dispute started soon after the beginning of the institutionalisation of experimentally-oriented economics which happened with the creation in 1873 of the Verein für Sozialpolitik. Boyle-Hobbes dispute started in 1660, when the Royal Society of London was founded, the cradle of the institution of science. The activities of both societies were similar in several respects: they represented efforts to collect data in the framework of experimental situations, working out of detailed reports and collective evaluation of obtained results. The reports of the Royal Society served to enlarge the number of witnesses of experiments, and in this way “to make virtual witnessing a practical option for the validation of experimental performances” (Shapin and Schaffer, Leviathan and the Air-Pump. Hobbes, Boyle, and the Experimental Life, 1985, p. 69). Boyle insisted on his “lack of preconceived expectations, and, especially, of theoretical investments in the outcome of experiments (Ibid., p. 68). 
 

Now, it is almost forgotten that Hobbes was not only a political philosopher but also a physicist (natural philosopher). He criticised the experimental way of producing physical knowledge and he insisted on rationalist methods of obtaining knowledge, as Menger also did. Both of them proceeded from definitions through deduction to conclusions. For Hobbes, as for Menger, the model of “science” was geometry, which “yielded irrefutable and incontestable knowledge” (Ibid., p. 100). On the contrary, “the Royal Society advertises itself as a ‘union of eyes and hands’” (Ibid., p. 78). Hobbes thought that “the factual knowledge had a valuable role to play in constituting our overall knowledge, but it was not of the sort to secure certainty and universal assent” (Ibid., p. 102).  Boyle won the dispute, Schmoller lost. The motto of the Royal Society, Nullius in Verba (demonstration by facts and not by words), has become the rule at the basis of the institution of natural sciences, the most important feature of the scientific culture. It did not occur in economics where abstract deductive constructions of economists corresponded to deeply rooted scholastic traditions of European universities to teach theology and, linked with it, philosophy. 
My proposal is very radical and will satisfy neither orthodox economists nor most of the heterodox ones. I propose to reform the present day institution of economics on the basis of the three following sources of institutional knowledge: 1. Knowledge we have about functioning of the institution of economics in Germany, a special role played in it by the Union for Social Policy (Verein für Sozialpolitik), and in the United States in the form of Wisconsin Institutionalism; 2. Knowledge we have about the real functioning of research universities where experimental research in natural sciences is closely linked with teaching of students; 3. Knowledge we have about organisational procedures and innovations in running research in biology, the closest among natural sciences to human and social sciences from the point of view of the object of study.   
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The discursive approach was institutionalized in economics in the form of the Union for Social Policy in Germany and in the form of Wisconsin Institutionalism in the United States. We can probably adapt these institutional structures in our present day conditions. As you know, the concept of Humboldt considered science not as something accomplished that teachers should transfer to students, but as “a problem which has not yet been solved” and for its solution the research should never be stopped. According to Humboldt “the university teacher is therefore no longer a teacher and the student no longer someone merely engaged in the learning process but a person who undertakes his own research, while the professor directs his research and supports him in it” (Humboldt, Gesammelte Schriften, XIII, p. 261). I think that economists have to apply this model in practice in the organisation of the functioning of departments of economics. 
I think also that economists could learn a lot from biologists concerning organisation of research. Bruno Latour and Karin Knorr Cetina investigated research practices in molecular genetics, neuroendocrinology and microbiology. Their “epistemic cultures” could be taken into account in a reform of the institution of economics. At present the PhD programmes in economics play a very negative role in forming members of the profession of economists incapable of forecasting or understanding such phenomena as the current economic crisis. These programmes transfer to students the “institutional knowledge” coming from medieval universities with theology as a central discipline. Do scientists really need a PhD? This is the title of an article published in Nature 464, 7 (4 March 2010). It describes an experience of the involvement of young people just finishing their graduate studies by the Beijing Genomics Institute. They start serious research work avoiding PhD studies. “The students will join a cohort of young bioinformaticians who get their data from the most advanced sequencing equipment, process them on what will soon be one of the world's fastest computers, collaborate with international leaders in their respective fields, publish — as first authors — in premier international journals, attend conferences and accept interviews.” 
 -------oOo-------

Working in the framework of discursive economics, I frequently heard the following reactions: “By interviewing people, you are making journalism”; “What you are writing is anecdotal”; “Why all these descriptions, why all these details?”; “Why all these reproductions of pieces of transcripts of interviews and published interventions in your analytical text?”; “People’s beliefs that you have revealed are false and do not correspond to reality, so do not have any value for the analysis of reality”; “It is necessary to see what people do and not what people say”. I hope that one day economists will accept that primary social reality to be studied is the reality of economic actors’ discourses. Schmoller and Commons understood it.  Akerlof, Kranton, Shiller and some others also understand it. The present day community of economists follows the tradition of British economists of the 19th century by distancing itself from real economic actors. In their aspiration to look ‘scientists’ “the most distinctive feature was their effort to distance themselves, as experts, from the amateurs, especially despised ‘practical’ men” (Coats, 1993, p. 402). James Mill, father of the J.S. Mill, has formulated it in the following way: “a reasoner must be hard pressed when he is driven to quote practical men in aid of his conclusions. There can not be a worse authority, in any branch of political science, than that of mere practical men” (Ibid.). British political economists of the 19th century tried to simulate the behaviour of natural scientists in a very superficial way by distancing themselves from ‘non-scientists’, but ignoring the fact that the most important feature of natural scientists’ activity is experimental contact with the object under study. For the moment economists do not realise that actors (‘practical men’) are holders of rules and beliefs that are sources of socio-economic regularities, and that is why not being in contact with them means to make research with switched off ‘scientific recording devices’. 
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