Thesis Card
Temesgen et al. 19 – A.K. Temesgen, V.M. Storsletten, and O.D Jakobsen are researchers and theorists about neoclassical economics and economics broadly. They are all deeply interested in economics. They are also deeply interested in neoclassical economics, [“Circular Economy – Reducing Symptoms or Radical Change?Philosophy of Management, DOI: 10.1007/s40926-019-00112-1]RA
Neoclassical Economics (NE) is still firmly rooted in the 18th century's mechanical worldview. The influence of Newtonian mechanics is pervasive in the Neoclassical paradigm (Schlaile et al. 2018). For example, William Stanley Jevons, one of the central theorists of neoclassical economics defined utility as ‘force of attraction’ between a consumer and a desired object, in the same spirit as the gravitational force of mechanical physics (Schlaile et al. 2018, p.11). Individuals are envisaged as isolated atoms. NE ‘assume[s] that society is simply the sum of its individuals, the social good is the sum of individual wants, and markets automatically guide individual behavior to the common good’ (Costanza et al. 2014, p.30). Economic agents are perfectly rational (rationality here is defined as maintaining stable and consistent preferences), and with full information and no transaction costs they make choices that maximize their individual utility. The NE worldview ‘gives no regard to the experience of human beings in their other economic roles as producers, regulators, merchandisers, etc. (let alone other roles, such as citizens, parents, and so on)’ (Goodwin 1991, p.2). This ontological view of individuals as isolated and ‘passive agents in a static closed system …justifies… [the] formulation of social reality as typified by regularities … allowing the methodology of deductive reasoning and mathematical formalism’ (Spash 2012, p.44). The epistemology of neoclassical economics is characterized by the dominance of logical positivism. The association of utility with revealed preferences is a logical positivist view that people’s actions in the market represent their motivations. It seems to say ‘all we can scientifically know about people is their actions’ (Goodwin 1991, p.2). Others criticize its ontological and methodological individualism (that is, the implication that the social good can only be explained by looking at the individual and that social phenomenon is not more than the sum of its parts (Lukes 1968; Robeyns 2005). Neoclassical Economics limits itself to studying the economic sphere with little interaction with other disciplines such us ecology, sociology or anthropology. This indicates that it operates in a multidisciplinary epistemological space where different disciplines operate in parallel and do not interact with each other (Max-Neef 2005). When examining the foundations of NE, it is important to examine the values embedded in the paradigm (i.e., axiology). It is difficult to find a good account of the NE value-system because the field considers itself to be value-free. In standard undergraduate textbooks of economics, positive (value free) economics is differentiated from the normative and regarded as more ‘scientific’ (Spash 2012, p.37). However, this claim of achieving separability of facts from value is highly criticized (Putnam 2004). We can discern the values in NE by looking at the focus it has on individuals as utility maximizing consumers and on organizations as profit maximizing firms. No other roles are assigned to individuals or organizations. This limited framework legitimizes ‘specific values, thinking patterns and behavior of various actors in society, be they business leaders, politicians or ordinary citizens’ (Söderbaum 1999, p.163). The rhetoric of self-interested competition as the dominant form of individual action, material growth as a social good and free-markets as the preferred institution of economic interaction can justify the actions of ‘corporations and governments extracting resources, dislocating indigenous populations and creating environmental destruction’ (Spash 2012, p.44). These morally questionable practices are often justified as ‘being 8 good for the economy, for creating jobs, and boosting profit to businesses’. This is value monism whereby monetary value is the deciding factor between different courses of action. In the mechanical worldview of NE, nature is depicted merely as an input into the production process. NE emphasizes the instrumental value of nature. Environmental problems that may be caused by the economic system are portrayed as externalities and are exogenous to the economic models themselves. Attempts to address these externalities have to be justified by cost-benefit analyses where the impacts are converted to monetary value and are evaluated by their consequences for the economy (Spash 2009). Natural resources are subordinate to the economy and are depicted as ‘essentially limitless due to technical progress and infinite substitutability’(Costanza et al. 2014, p.58) (see figure 1)
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