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ECONOMICS AND PROBABILITIES (I) 
 

1. General considerations 

The concept of probability is a very suspicious one, for more reasons. Firstly, it is not an ontological feature 
of our world – any event in the world happens (so it has the probability 1), or it doesn’t happen (so it has 
the probability 0). If one would to say an event happens in a proportion of x percent (different from 1 or 
0), then we can consider that event was defined as appearing in a proportion of x percent (that is, it is a 
different event from the previous), and, again, it happens (so it has the probability 1), or it doesn’t happen 
(so it has the probability 0). Consequently, the probability is a gnoseological concept only. Secondly, the 
probability address the statistical average of a given population, so it has nothing to say about every 
individual of that population – but the average of a population is an ideal object, it doesn’t exist at all in 
reality. Thirdly, the probability (at least the objective one), needs an archive of past events in which does 
exist interest – but what about the singular events, which haven’t and cannot have such an archive? Base 
at least on the above general considerations, we provide some opinions about the relationship between 
Economics and Probabilities. 

2. The inappropriateness of the probability for Economics 

The use of probability in Economics (more general, in the human’s behaviour) has come from the necessity 
to quantify the risk1. Indeed, based on a past archive (so, having to do with repeatable events from an 
established population of events), a probability distribution can provide an idea about the risk to get a 
given/desired result within a dynamic process. But this „job” can be achieved by probabilities if and only 
if we have patient to experiment a very great number of these events, what is not feasible at all. So, the 
probabilities can say us something useful but only about the average of the population of events (we said 
above that the average is not of practical interest for nobody).  

One could say the probabilities do not measure (or quantify) the risk, but the uncertainty. Such an idea is 
even worse than the previous, because the uncertainty is…uncertain. About uncertainty we can say 
nothing, including association of a known (how?) probability distribution. Uncertainty cannot be known in 
any degree2.  

One could say, all right, let’s then use the subjective probabilities (for example, the Bayes’ probability3). In 
our opinion, neither such a solution can work. The explanation is very simple: the subjective probabilities 
has no objective base, they are simply idiosyncratic expectations, without any potential to be generalized. 
Let’s reminder the difference between the anticipation and the expectation (most of the hard-working 
writers of articles in economic publications do not get tired to consider such a distinction): while the 
anticipation is valid inference from a rationality model, the expectation is a simple desire, dream, without 
any rationality model. So, while the anticipation is a calculus, the expectation is a wish. Consequently, the 
subjective probabilities has no relevance except the individual involved, so they have no scientific 
signification, since it cannot be shared among individuals or independently tested in some way. Moreover, 
the subjective probabilities are established either based on a particular experience, or based on the 

                                                             
1 The current enthusiastic fashion to measure the risk through the variance (or the standard deviation) is, of course, a much 
worse alternative to probabilities. 
2 The stupidity to assign probabilities to measure uncertainty was still established by Knight. 
3 Rigorously, Bayes’ probability is quasi-subjective, because it is adjusted (improved) by taking into account new information 
about the event in case, arisen in the objective reality. Consequently, some analysts talk about the objective probability in 
Bayes’ sense. 
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principle of insufficient reason4. Both the grounds are without any scientific signification, but only of a 
practical one. 

So, if neither the objective probabilities nor the subjective ones have no relevance, from scientific point of 
view, in the economic field, then why economists (of course, the most fanatical of them – the 
econometricians) are so enthusiastic to use them anywhere and anytime? The explanations is, in our 
opinion, the following: 

 the neoclassical stream in Economics (i.e., the stream for which the human behaviour is 
embeddable into mathematical formulas like the molecules of a gas) still dominates (including 
based the Nobel Prixes awarded for a so long time) the economic theory. The Nobel laureates are 
still alive, and the other economists hope become also laureates; 

 the dominance of the international specialty economic publications conscripted at the neoclassical 
stream (the so called mainstream) which accept especially articles which use probabilities; 

 the worldwide career procedure which conditions the advance of scientists in relation with the 
number of articles published in the above mentioned publications. 

This true vicious circle is, probably, the most important factor which maintains the probabilities in the 
center of the economic research and, in our opinion, blocks the maturing of Economics.  

3. However  

Unfortunately, some fundamentalists of probabilities definitively want to use the probabilities from the 
explanatory models, to make predictions. Even if are used the ingenious tool of Markov chains, the matrix 
of probabilities passing keeps all tares of the probabilities, as mentioned above. With or without 
probabilities, the predictions in the economic field are affected by the inevitability of extrapolating the 
past conditions over the future. 

(a) The subjective probabilities could work satisfactorily when addressing the singular events. 
Indeed, the singular events have no archives of their occurring, so the only solution is to be 
associated with a Bayes probability starting with a probability distribution according to the 
principle of insufficient reason. But, even in this case, the solution is not a general one, so the 
situation should not last. 

(b) The probability remains an instrument which can provide a certain view of a phenomenology 
about which we have no a good knowledge or information, but only about the average of the 
population involved. In such a context, a certain relevance of the variance (or o the standard 
deviation) of the population of events in case is held, because the variance (or the standard 
deviation) indicates even the gap of individuals (taken as a whole, not individually) from the 
average. Consequently, with certain precautions, the probabilities could be satisfactorily used to 
describe and even, in certain constraints, explain some economic phenomena or events (except, 
of course, the predictions). Probably should be introduced a „law” of prediction in the economic 
field: if an explanation of an economic phenomenon/event uses probabilities, then it is forbidden 
to use that explanation to make predictions on the phenomenon-event in case. This would be a 
kind of a „principle of exclusion”, in an analogous way in which in Quantum Mechanics is working 
the Pauli’s law of exclusion.  

                                                             
4 Introduced by Laplace, this principle requires that, when no information about an event, its occurrences be associated with 
equal probabilities (of course, under the condition of sum of them equating 1). 


