Implications of Hayek’s “The Facts of the Social Sciences.”

Abstract:

In Hayek’s 1942 article “The Facts of the Social Sciences,” Hayek argues that based on the concept of the object present to an actor we can draw further conclusions by analysis.  This is Hayek’s conception of what he called The Pure Logic of Choice.  Throughout Hayek’s essay he gives numerous examples of the objects treated by social science, objects such as words, money, sentences, weapons, cosmetics, food, medicine, communications, and acts of production.  However, Hayek leaves out of his analysis some important objects of the social sciences, objects such as prices and markets.  In what follows, I argue that those objects, as objects of the social sciences, are also subject to the principles that Hayek enunciates in “The Facts of the Social Sciences.”

PRICES

For the benefit of those who may not have read Hayek's essay, I will first highlight some important passages.
Hayek writes:

"Take such things as tools, food, medicine, weapons, words, sentences, communications, and acts of production---or any one particular instance of any of these.....It is easily seen that all these concepts (and the same is true of more concrete instances) refer not to some objective properties possessed by the things, or which the observer can find out about them, but to views which some other person holds about the things.  These objects cannot even be defined in physical terms, because there is no single physical property which any one member of a class must possess.  These concepts are also not merely abstractions of the kind we use in all physical sciences; they abstract from all the physical properties of the things themselves.  They are all instances of what are sometimes called "teleological concepts," that is, they can be defined only by indicating relations between three terms: a purpose, somebody who holds that purpose, and an object which that person thinks to be a suitable means for that purpose.  If we wish, we could say that all these objects are defined not in terms of their "real" properties but in terms of opinions people hold about them.  In short, in the social sciences the things are what people think they are.  Money is money, a word is a word, a cosmetic is a cosmetic, if and because somebody thinks they are."

So here, Hayek is revealing the subjective nature of social phenomena.  He is arguing that social objects are not social objects because of their physical or "objective" qualities, but because of the attitude of an acting subject toward the object in question.

(Note: by the term “social object” is meant an object of the social sciences or the science of human action.  Hayek writes: “Take such things as tools, food, medicine, weapons, words, sentences, communications, and acts of production—or  any one particular instance of any of these.  I believe these to be fair samples of the kind of objects of human activity which constantly occur in the social sciences.”)
Next, Hayek makes another important point having to do with the Pure Logic of Choice:

"From the fact that whenever we interpret human action as in any sense purposive or meaningful, whether we do so in ordinary life or for the purposes of the social sciences, we have to define both the objects of human activity and the different kinds of actions themselves, not in physical terms but in terms of the opinions or intentions of the acting persons, there follow some very important consequences; namely, nothing less than that we can, from the concepts of the objects analytically conclude something about what the actions will be.  If we define an object in terms of a person's attitude toward it, it follows, of course, that the definition of the object implies a statement about the attitude of the person toward the thing.  When we say that a person possesses food or money, or that he utters a word, we imply that he knows that the first can be eaten, that the second can be used to buy something with, and that the third can be understood---and perhaps many other things."

It is important to realize that Hayek argues for the subjective nature of social objects.  He does not provide a method for ascertaining whether a particular object "really is" a tool, money, a word, etc.  He is arguing that it is impossible to define social objects in terms of their "real" or "objective" (i.e., physical) properties.

This means that social objects, as social objects, exist as the opinions, attitudes, or intentions of the acting person(s) concerned.  That is, the social aspect of the object in question—that aspect of things we study in the social sciences—is the attitude of the actor toward the thing in question, not the thing as an independent object (the latter is the subject matter of natural science).  Independent of the attitudes of actors there are no social objects.  That is the implication of what Hayek argues.

The social object is a function of the opinion, attitude, or intention of the individual actor.  This is just another way of saying that the social object is a function of the action of the individual actor.  Terms such as "opinion," "attitude," "intention," etc., refer to aspects or categories of human action.
Having established the subjective nature of social objects, Hayek argues that once an actor (a subject) views the object present to him in a certain way, we can derive analytical conclusions from this fact.

The two important points are that:

1.  The social object is a relation of an object to an individual subject.

2.  From the concept an individual has of the object present to him, analysis can yield further conclusions by expounding the implications of the concept in question.

*****

If we apply Hayek’s argument to a common social object such as a written or communicated price, this has implications which Hayek and his followers may not have realized.

By Hayek's argument, a written or communicated price, as an "object of human activity which constantly occurs in the social sciences," cannot be defined in terms of its physical properties.  A price exists, and is a function of, an individual actor's opinion or attitude toward the thing present to him (an uttered sound, a black figure on white paper, etc...)  What is a "price" does not exist "objectively," but exists as the opinion of the actor(s) concerned.

Further, based on the concept of the object, analysis can yield further conclusions.  For example, paraphrasing Hayek, "When we say that a person displays a price, we imply that he intends to make an exchange, that he believes another actor will be party to this exchange, that the exchange can be effected in terms of a numerical ratio—and perhaps many other things....

This is Hayek's Pure Logic of Choice applied to the object which is a written or communicated price, instead of the more mundane objects Hayek uses as illustrative examples.  One assumes the same principles Hayek enunciates apply to a written or communicated price as apply to a tool, food, medicine, weapons, words, sentences, communications, and acts of production.

Thus, the first point is that the Pure Logic of Choice applies to a wider range of objects than Hayek seems to have realized, and a “price” is a social object subject to Hayek’s principles.  We can, if Hayek’s argument is valid, from the concept “price,” draw further analytical conclusions.  
The second point is this:

In the essay in question, Hayek employs descriptions both from the first person and the third person perspective.  Sometimes he conceives of things from the point of view of a scientific observer studying the action of another person.  And from this third person point of view he conceives, for example, that:

"When another person (an observed person) holds X concept about a thing, we, the observers, can analytically conclude Y from concept X which the observed person holds."

But we have to realize that the same principle applies to the first person description, and thus:

"When I hold X concept about a thing, this implies Y which can be analytically deduced from my holding concept X."

This distinction is important, because we can see that if a scientific observer intends to conduct a study of prices, every instance of his apprehending a price will, as a matter of principle, have the same kind of analytic or logical entailments described by Hayek.  The scientific observer of any social object is subject to the same principles that Hayek describes.  These principles do not apply only to observed actors.  The scientific observer, as an actor, does not “transcend” the aspects of human action that he claims are valid for the actors he studies.
Thus, when the scientific observer conducts his study of prices, if Hayek’s argument is valid, we have to remember that the price the scientific observer refers to, is not only a subjective phenomenon for the observed actor, but also for the observing scientist.  In short, a price is a price if and because the social scientist believes it is a price.  Hayek makes this point clearly.

Second, when what is present to the social scientist is a price, then according to Hayek’s theory, analytical or logical entailments are involved in the concept of the object held by the social scientist.  In this sense then, the study of prices could be conducted as part of an a priori discipline.  The social scientist, as an actor, is privy to the logical entailments of all social concepts, and it is these logical entailments that are the subject matter of Menger’s theoretical exact science, Mises’ praxeology, and Hayek’s Pure Logic of Choice.
This is the meaning of what Mises writes regarding the procedure of economics:

“The scope of praxeology is the explication of the category of human action.  All that is needed for the deduction of all praxeological theorems is knowledge of the essence of human action.” 

(Human Action, 3rd Rev. Ed. p.64)

MARKETS
Hayek argues that in the social sciences, what makes a hammer a hammer, a lever a lever, a pendulum a pendulum, is not the physical properties of those items, but the opinion or attitude of the actor toward those things.

All of these social objects—what Hayek refers to as common objects of the social sciences—have perceptual or physical referents.  We can see or perceive the objects in question.   But it is not these physical aspects that make them the social things they are.  They are hammers, levers, and pendulums, as Hayek writes, if and because someone thinks they are.

Hayek then argues that when an actor holds a concept of what is before him, this concept entails implications that analysis can expound.  I.e., one concept includes the idea of striking something, one concept includes the idea of lifting something, and one concept includes the idea (let's say) of regulating or timing something.

This general view of things is The Pure Logic of Choice, and is clearly outlined in "The Facts of the Social Sciences."

Based on the concept of the object as the actor views things, we can draw analytical conclusions, and these conclusions, taken together with the original concept, constitute a necessary truth, since the derived notion is a necessary part of the original notion.  The derived notion is, as Hayek says, a tautological transformation from the original concept of the object.  
This notion would be applied to the concept of 'market' in something like the following way:

What makes a collection of people or an assemblage of people a 'market' is, as with the hammer, not the physical characteristics of this collection or assemblage.  Rather, what makes a collection or assemblage of people a market is the attitude or opinion of the person toward this assemblage of people.  Paraphrasing Hayek, just as with money, words, and cosmetics, a market is a market if and because someone thinks it is.

What makes a farmer's market, a supermarket, or E-bay, markets, is not the physical characteristics of those things as I can perceive them or study them physically, but rather the attitude I take toward those things (the things being: an assemblage of people, a building with windows and signs, a computer screen in front of me, etc.).  These things are markets to me because of the attitude I take toward them, not because of their physical characteristics.

This is Hayek's argument were it to be applied to markets, as opposed to hammers, levers, pendulums, words, money, etc.
According to Hayek's argument, when an actor takes an attitude toward a thing, the concept of this thing includes other things that analysis can uncover.  To paraphrase Hayek, when we say that a person is going to a market, or is selling something at a market, or is regulating a market, we imply that he knows that things can be exchanged there, that other actors will be there, that actors will be valuing things there, and perhaps many other things...
This is The Pure Logic of Choice were it to be applied to the social object 'market' as opposed to the objects food, or money, word, etc. (the one's Hayek specifically uses in his essay).

My argument is that Hayek didn't realize that the Pure Logic of Choice would apply to social objects such as prices and markets just as it applies to other social objects such as money, words, hammers, etc.

The Pure Logic of Choice is an a priori discipline, and thus if the Pure Logic of Choice can be applied to prices and markets as indicated, and Hayek didn't realize this, then when he claimed that market theory is empirical and not a priori, this claim may have been based on his not realizing the full scope of the Pure Logic of Choice.

