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  ECONOMICS AND PREDICTION (II) 
 

1. Again, about the concept of economic 

As argued previously, the economic phenomenon is caused exclusively by human being. Without the 
human being no economic factuals can arise. Of course, the economic phenomenon stays on the 
intersection between the relationships among individuals, on the one part, and the relationships 
between individuals and the non-anthropic environment, on the other part. Such a special relationship 
is called praxeology (which must be clearly distinguished from the practice – relationships among 
individuals only, for example, politics). More exactly, the economic is that species of human activity 
which is aimed at (and has the potential) to intermediate the entropic exchange between the human 
being and the non-anthropic environment. Inasmuch as the living non-humans have also entropic 
exchanges with the non-living environment, the question if they (either non-humanly animals or plants) 
develop also an economic phenomenon. The answer is categorically negative, because, aside the 
entropic exchange with the non-living environment, the concept of economic requires the purpose. For 
the moment, at least, although the non-human living entities are credited with some rudiments of 
consciousness, they are not credited with purposes, but only with finalities (in other words, they are 
not yet credited with free will, which can extract those entities from the necessity required by the 
finality).  

2. Two epistemological vulnerabilities on the economic prediction 

Understood as above, the economic phenomenon is structurally (and, as a logical consequence, 
functionally) containing the economic subject. In the previous intervention about the prediction in the 
economic field, I showed that, taking into consideration the presence of purpose in any economic action 
(either as act or as abstention) the prediction is not properly possible, but the prescription is so (more 
than that, the praxeology allows the what I called the presdiction). In such a context, epistemologically 
some considerations can be derived: 

• a prediction made by an economic subject about his/her own behaviour is simply a description 
for others of his/her purposes (logically, such a „prediction” does not require at all theories 
or models, including quantitative ones, to ground its formulation); of course, such a 
description is of usefulness for others, which can this way to design their „reaction function” 
in the economic game, but is not properly a prediction at all; 

• let’s presume, alternatively, that some economic subjects make predictions about the 
behaviour of other economic subjects. It seems that the purposes of the predicted economic 
subjects are not involved in such predictions. Here arise two epistemological issues: 

o the subjects making the prediction about other subjects should, however, know about 
the purposes of the predicted subjects, otherwise that prediction will lack the crucial 
ingredient of the behaviour of predicted subjects; but, by the requirement to know the 
purposes of the predicted subjects, we return towards the „standard” problem of the 
economic prediction, that is, towards its principled impossibility; 

o the subjects making prediction about other subjects can (and, in fact, really) have their 
own purposes or, at least, their own preferences regarding that economic behaviour. As 
consequence, a prediction about others is or could be even more biased from the real 
behaviour which will be got. 
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3. The enunciated principles as prediction  

At this point, I would call into debate the interesting suggestion of Robert Nozick regarding the 
principles and their function in predictability of behaviour. As it is known, Nozick requires two 
conditions to be verified so the behaviour of someone be predictable: a) the principles of the behaviour 
be enunciated (of course, in a way – understood language and publicity – which allows all people to 
know about them); b) the commitment to follow the enunciated principles be also made known to all. 
Nozick’s suggestion has a strong logical power to provide the predictability in the economic field, but 
empirically it is very difficult to be put into work. The classical economists, including Marx, has passed 
from principles to interests, by considering that if the interests of economic subjects are known, then 
their behaviour becomes predictable (the psychological complications as motivations, values, etc. can 
be „macro”-integrated into the concept of interests). Like in the case of principles enunciations, the 
enunciations of interests is problematic (in addition, in both cases the subjects involved could lie). Such 
vulnerabilities are not eliminated by the behaviourists suggestion to look to empirical (actual) 
behaviour to derive the interests, so the motivations, so the principles which hiddenly drive the 
economic behaviour, so could make such a behaviour predictable. In my opinion, the solution in 
„saving” the predictability in the economic field stays, however, around the allocation of behaviour 
principles. Such principles should be not allocated to individuals, but to classes of individuals (not 
necessarily social classes, as in the classical terminology). 

4. About the functional structure of the prediction grounding 

I can now to formulate a structure of the economic prediction what Economics can do. Such a structure 
has three elements: a) the roots – consist in the principles enunciated (or „allocated”) by the classes of 
individuals (the criteria of forming such classes are ignored here; they should be identified in an 
interdisciplinary way – economists, sociologists, anthropologists, historians, psychologists, 
physiologists); b) the  branches – consist in the institutional frameworks (constraints or incentives); c) 
the architecture of choice – in line with Richard Thaler’s suggestion regarding the nudging. So, the 
economic prediction has two of three components of normative nature (the branches, and the 
architecture of choice respectively) and one component of individual liberty (the roots). However, the 
architecture of choice, although of normative nature, is fundamentally aimed at to preserve exactly the 
liberty of choice, in a nudging manner – that is, so that the „good” decision be made visible without 
becoming mandatorily. So, in reality, the structure of the prediction grounding is equally shared 
between the individual liberty and the institutional framework. Designing the economic prediction 
based on this logical model could have success because at least the following attributes: 

• the roots and the branches are highly invariants, for evident reasons; but the higher the 
invariance of the predicted variables, the „truer” the predictions delivered; 

• the architecture of choice cannot be too contingent, because a great degree of necessity for 
it comes from the roots (behavioural principles) and from the branches (institutional 
framework). Indeed, the nudges introduced in the norms (or, if possible, even in the 
principles) must verify the freedom of individuals, which is, so, an exigent driver of designing 
the nudges; 

• it is easy to observe (the demonstration will be done in a next intervention) that the triade 
proposed to ground the economic prediction is, in a high degree, self-testable. Being self-
testable, and following an interesting suggestion of Ludwig von Misses in the matter, the 
(free) state intervention in the field is almost prohibited (allowing Nozick’s minimal state). 


