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The relationship between Friedrich Hayek and Michael Polanyi is documented and explored with respect to
philosophy and economics. Their respective positionson epistemol ogy and science ar e shownto fundamentally
govern their differences with regard to the efficacy of government policy with regard to the economy.

|. Philosophy of Science as Economics

It frequently happenslately that when | first encounter strangerswho may have somefamiliarity with
my work, they ask me: Aren’t you really a philosopher of science, or do you consider yourself an economist?
Leaving aside my own ambivalence about the state of the economics profession in the United States, | find
myself increasingly responding that | seevery littleto distinguish theconcernsof thetwo disciplinesat theclose
of thetwentieth century, and that acompetent understanding of the one often requiresaproficient understanding
of the other. Indeed, itisbland and complacent ignorance of the history and practi ces of the sciencesthat permit
economists to make such outrageous statements about the capacities of agents to accumulate and process
knowledge, just asit is the disdain for and ignorance of the history and practices of economists which leads
philosophers to make such unwarranted statements about the “ marketplace of ideas.” But the situation is not
uniformly one of mutual incomprehension and reciprocal ignorance, however much one can find instances of
both. Some philosophers of science are coming to acknowledge that there just might be a pervasive political
economy of epistemology, while somehistoriansare beginning to uncover the numerouslinksbetween politics
and beliefs about how science does (and sometimes doesn’t) work.?

Another reason that the situation isnot uniformly bleak isthat there have been many figuresin history
who have straddled the divide between economics and the philosophy of science; it isonly our own historical
amnesiaand narrow academic disciplinarity that preventsusfrom recognizing thisfact. A few namesthat spring
tomind inthisregard are David Hume, William Whewell, John Stuart Mill, Auguste Comte, William Stanley
Jevons, Charles SaundersPeirce, John Maynard K eynes, Nichol as Georgescu-Roegen--thelist could goonand
on. But inthisessay | want to focus on the really remarkabl e concentration of figureswho came out of Central
Europeat the beginning of thiscentury and whosework wasindelibly marked by the political eventsof thetime.
A wider purview woul d need to encompassthe political economy of theViennaCircle?, theWittgenstein/Sraffa
connection, the impact of such thinkers as Karl Menger, Jr. and Oskar Morgenstern, and the motivations of
figuressuch asKarl Popper and Paul Feyerabend.® However, intheinterests of tractability, but also timeliness,
I will confine myself to only two such figures: the Nobel prize winner Friedrich von Hayek, and the physical
chemist-turned-philosopher Michael Polanyi.

Hayek economists have heard of, but Michael Polanyi is probably a different matter, although they
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often have aglancing familiarity with Michadl’ s brother Karl Polanyi, who wrote The Great Transformation.
Michael Polanyi was bornin 1891 in Budapest, and died in Northampton England in 1976; and thus hewas a
near contemporary of Hayek, bornin 1899 in Viennaand living until 1992. However, his metric of nearness
to Hayek canbedefinedin morethan simplechronol ogical terms. They bothmadethelongtrek fromtheirinitial
disciplines to philosophy in amazingly parallel trajectories. The break with their initial identities was made
roughly simultaneously, in the 1930s, and for roughly the same reason, namely, opposition to devel opments
they saw as exemplified by the regime in the Soviet Union. Both were deeply disturbed by intellectual trends
in Britain at thetime, wherethey were both in residence—Hayek at the London School of Economics, Polanyi
at the University of Manchester. Both wrote books on macroeconomics; indeed, in some quarterstheroster of
Polanyi’ sdisciplinary credential sreads: physical chemist/ economist/ philosopher.* But moreimportantly, they
knew each other personally and wereintimately acquainted with each other’ swork, and for avery good reason:
both were essentially working on the same problems from the mid-1930s until the ends of their respective
careers. Although neither much acknowledged thisin print, it wasthe subject of abrief section of aninterview
with Hayek in 1978:

Buchanan: Let me ask you about your relationship, or did you know or how closewereyou,
to Michael Polanyi? Did you know him very well?

Hayek: Yes, hewasfor afew years my colleague on the Committee on Social Thought (at
the University of Chicago], and therewasan interesting relationship for aperiod of tenyears
when we happened to move from the same problem to the same problem. Our answerswere
not the same, but for this period we were alwaysjust thinking about the same problems. We
had very interesting discussions with each other, and | liked him personally very much. |
think, again, heisasomewhat neglected figure, much more— well, | think he suffered from
the usual thing; if you leave your proper subject, other people regard you as an amateur in
what you are talking about. But he wasin fact very competent. | would almost say he' sthe
only non-economist that I know who wrote a good book on economics.®

Two quick parenthetical comments help provide necessary background here: First, it may sound asthough the
decade to which Hayek is referring occurs late in life, during his tenure at the University of Chicago, but this
would be misleading. Examination of the Papers of Michagl Polanyi at the University of Chicago suggests
rather that the decade of closest contact wasthe mid-30sto mid-40s, afact that takes on extrasignificancewhen
one realizes this is the decade of Hayek’s “ Transformation”, as Bruce Caldwell callsit.® Secondly, Polanyi
wrote two books on economics; so Hayek is implicitly rejecting the second of them with his back-handed
compliment, as | later will explain.

Thereisaninteresting story of neglected intellectual historiesandtangled crosscurrentsof influence
here, one that fascinates me, but | will not digress upon the knotted narrative, except insofar asit bears upon
my purpose, which isto discusstheimportance of the philosophy of sciencefor an understanding of the nature
and significance of thetreatment of knowledgein economics. Hayek’ sprimary warning against the pretensions
of sociaist planning was that human knowledgeisintensely personal and irretrievably distributed throughout
thepopulationinsuchamanner that it would beimpossibleto collate, assimilate and act uponit withintheambit
of any collective entity which aspired to better or even match the co-ordination capacities of markets. Thisis
the messagewhichisdevel oped from hisarticle* Economicsand Knowledge™ of 1937 through hiswell-known
article, “The Useof Knowledgein Society” of 1945; it also animatesthe series of articleson “ scientism” which
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were later collected together as The Counrer-Revolution of Science.” It is important to note that thisis
uniquely a claim about epistemology, individual and social; and further that it was couched in an explicit
discussion of the nature and character of scientific knowledge. Hence, in this sphere, philosophy of science
and political economy became fused together into a single set of propositions.

In these reflections, | want to demonstrate that Michael Polanyi shared these very same concerns
with Hayek in exactly the sametime period; and furthermore, held discussionswith Hayek while Hayek was
formulating his own positions. What is fascinating for me is that Polanyi ultimately arrived at different
answers, as Hayek acknowledges: different answers concerning the ingtitutional character of science,
different perspectivesonthepersonal character of knowledge, anddifferent prognosesconcerningthefuture
of political economy. | personally think Polanyi’sanswerswerericher and better supported with subsidiary
argumentsthan Hayek’ s, though that is certainly open to dispute. However, prosecuting the comparison will
raisetheissue of why Hayek hasbeen lionized while Polanyi haslargely been forgotten—except, of course,
by afew philosophers.

1. How Michael Polanyi Became an Economist

Some biographical information on Polanyi isin order, if only to situate the events | shall cover in
context, and to make up for the lack of any published biography. Michael Polanyi was the son of a Jewish
civil engineer in Budapest who lost his fortune in 1899, but whose family maintained contact with awide
artistic and intellectual circle. He became a medical doctor in 1913 and served as a medical officer in the
AustroHungarian army during World War I, also taking aPh. D. in chemistry at the University of Budapest
in 1917. He moved to Germany with the Hungarian uprising in 1919, and attained a position at the Kaiser
Wilhelm Institutein the fall of 1920. Helived in Berlin from 1920 until 1933, becoming well-known as an
expert on the adsorption of gases and crystallography, and developing a circle of friends which included
Alfred Einstein, Eugene Wigner, Leo Szilard, John von Neumann and Max Born, among other illustrious
scientists.® ‘With the rise of the National Socialiststo power in 1933, Polanyi accepted achair in physical
chemistry at the University of Manchester, which he held until 1948, exchanging it for a chair in Social
Studies at Manchester. This was the period of maximum overlap with Hayek, who held the Tooke
Professorship in political economy at the London School of Economics from 1932 to 1949. After that they
drifted apart, with Hayek accepting a position at the University of Chicago in 1950, while Polanyi stayed at
Manchester until accepting a research fellowship at Merton College Oxford in 1958.°

It wasonly after the moveto Manchester that Polanyi became actively involved in economics, with
al his publicationsin that area falling within the period 1935-1946; thisin itself goes along way towards
explaining the close contact with Hayek. Why did he relinquish a stellar career in physical chemistry in
exchangefor atenuousperchin asubject inwhich he had no standing or credibility? Theanswersrangefrom
theprosaictotheprofound. Thefirstissimply that themovefrom Berlinto Manchester made him profoundly
unhappy, and as his friend Wigner writes, “1 doubt he was ever again as happy as he had been in Berlin.”1°
It does not appear that he ever felt as at ease in the community of British chemists as he had in Berlin. The
second reason was one shared by awholeraft of trained physical scientistswho moved over into economics
inthe 1930s: they were driven to distraction by the economic and social upheavals of the Great Depression,
and felt that their scientific training might allow them to make a special contribution to solving those
problems. The third reason was more specific to Polanyi: he made atrip to the Soviet Union in April 1935
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at theinvitation of somescientific confreres, and hewas appalled at what he saw there. Ashetellsusin hisbook
The Tacit Dimension, hewas shocked to the core by Bukharin telling him that in asocialist regimetherewould
no longer be anything called “pure science.” This galvanized him to quickly pen his first book outside of
physical chemistry, USSR Economics, in 1936; it was the first serious critique of Soviet economic statistics
published in the West. The fourth and final reason for his turn to economics was the set of developmentsin
British sciencein the 1930s variously known asthe “ Social Relations of Science” movement, the Association
of Scientific Workers, or “Bernalism. ”

The events of the science planning movement in Britain have yet to receive comprehensive study.
For our own purposesit is enough to suggest that the British science planning movement of the 1930s and 40s
was easily as important as the rise of Keynesian economics, the “socialist calculation controversy,” or the
growth of the Communist Party in provoking what we now think of in retrospect as the Hayek Critique of
socialist planning.'?

Thishasbeen obscured by Hayek’ ssubsequent referencesto Karl Popper ashisstaunch philosophical
beacon, which have only served to muddy the waters. During the important gestation period for Hayek’s
Transformation, hewasin close contact with Polanyi about refutation of the movement.*® | quotefrom hisletter
to Polanyi dated 1 July 1941: | attach very great importance to these pseudo-scientific arguments on social
organi zation being effectively met and | am getting more and more aarmed by the effect of the propaganda of
the Haldanes, Hogbens, Needhams, etc. | don’'t know whether you've seen the latest instance, C.H.
Waddington's Pelican on the Scientific Attitude. | think this last specimen is really quite contemptible...”
[MPP:4.5].

Polanyi himself had numerous mativations to be one of the first to jump into the fray with the
“Bernalists’: Bernal was one of the other premier crystalographersin Britain, but his collegial relations with
Polanyi were not all that close; Bernal’s 1939 Social Functions of Science had become a best-seller; Polanyi
was revulsed by his Communist sympathies and praise of the Soviet Union, and distressed at the increasing
evidence of Berna’ sinfluencein journals such as Nature, in the British Association and in the highest levels
of government.'

Thus Michael Polanyi progressively opted for social theory in lieu of physical chemistry. Inthe
decade 1935-45, this assumed three aternate manifestations: (1) some early essays onthe social structure of
science, to be described shortly; (2) empirical work describing economic conditionsin the Soviet Union; and
(3) aproject for cinematic treatment of economic theoriesfor the purposes of popular education. Thelast may
seemincongruous, but wasof major importancefor Polanyi, sinceit wasintended to counter what heconsidered
to be economi ¢ fallacies spreading throughout the citizenry, which would undermine the future of democracy.
Ultimately he managed to get two films produced. Thefirst, the 1938 film entitled “ The Workings of Money”,
already revea ed some nascent Keynesian leanings.™ Theinitial concentration upon the topic of money wasno
accident, however, given that Polanyi initially shared Hayek’ s conviction that monetary disturbance was the
primary cause of business fluctuations. Consequently, in the early 1940s Polanyi was a rare bird, indeed: a
respected natural scientist who voi ced adamant hostility to Communism and unremitting criticism of the Soviet
Union, adamantly rejected all talk of planning of science or of the market, and yet stood relatively isolated as
a strong supporter of Keynesian macroeconomics.

So why did Hayek persist in regarding Polanyi asan ally in the 1940s? The short answer isthat their
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commonalities overrode their differences. Their critique of the Soviet Union was essentially the same, even
though Hayek did not actually engagein any empirical work on thetopic. They both held liberty asthe primary
political virtue, to be defended above al others. Therewasalso apractical consideration: up until The Road to
Serfdom, it was Polanyi, and not Hayek, who was the more visible and publicly effective spokesman against
the Left in Britain. It was Polanyi, for instance, that the BBC recruited to debate the Marxist Julian Huxley on
a series of radio programs. But, most importantly, Hayek had just embarked upon his own crusade against
Bemalismand the scienceplanning movement with hisfirstinstallment of “ The Counter-revol ution of Science”
in the London School of Economics house journal Economica in February 1941. Hayek’s counterblast to
“scientism” never quite managed to makeit out of the realm of French 19th century texts, so it was not so very
clear to many readers precisely whom the modem targets of hiswrath might be; but thiswas made much more
transparent in some less accessibl e texts as his review of Polanyi’s 1940 collection of essays: “ The analysis
of Professor Bernal’ sbook inthe essay on the‘ Rightsand Dutiesof Science’ is perhapsthe most illuminating
discussion yet attempted of the psychological propensitieswhich so frequently turn the man of scienceinto an
ardent advocate of central planning, and of the inconsi stencies which this attitude involves.”*® Indeed, it was
Polanyi and not Hayek who was situated at the axle of avast wheel of controversy over palitical economy and
sciencein Britainin the 1940s! The spokesradiating outward from Polanyi led to the most amazing collection
of natural scientists(suchasMax Born) and literary figures(such asArthur Koestler); but hisability tomaintain
intellectual engagement with such diverse economic thinkers from Hayek to J.R. Hicksto Karl Mannheim to
hisown brother Karl wasnothing short of miraculous. Inanother context, hisfriend Wigner calledhiman“ artist
of encouragement,” and that skill isrevealed in the quality and candidness of expression he evoked from his
correspondents.®

Quiteearly inthisprocess, before Hayek had demonstrated any pal pableinterest in epistemol ogy, we
find Polanyi already foreshadowing hislater positions on tacit knowledge in a note in Philosophy of Science
in 1936.1° He wrote there, “if at any time chemists would have been so ill-advised as to let themselves be
frightened by physicistsinto abandoning all vague methods, and to restrict themselvesto the field where exact
laws (or what are supposed to be such by physicists) pertain, the development of chemistry would at that
moment have stopped dead...” He then suggested the description of chemical substances had much morein
common with “the art of commanding human behavior.”

Nevertheless, Polanyi distinctly began to intellectually diverge from Hayek by the late 40s, if not
before, around the same time that he essentially left economics behind to become afull-time philosopher. By
most accounts his most significant books appeared after this period: The Logic of Liberty (1951), hismagnum
opus Personal Knowledge (1958), and The Tacit Dimension (1966). Itisespecialy intheselatter worksthat
hecarried onalonely crusade against thelogical empiricism and positivism which dominated the philosophy
of sciencein that era; yet for him it was not simply an academic diversion, but part and parcel of a crusade to
diagnose the modern malaise wherein science and morality were regarded as being at odds, and intellectual
freedom seemed to lack all rational justification. Towardsthe end of hislife, he felt that he had not been all
that successful in hiscampaign.?® Perhapsthiswasin part because he had earned the reputation of anincurable
moralist and inveterate sermonizer by the 1960s; unlike Keynes, he was not a Cassandra that peopl e suffered
gladly. Another possible explanationisthat hetended to get bracketed together with ThomasKuhninthe 1960s
and 70s as another author who had uncovered the repressed irrationalist component of science. Neither author
would have agreed with that interpretation, but full explication of the issues involved would carry us too far
afield from our present task. Instead, we shall outline how Hayek and Polanyi, starting from positionsrelatively
close to one another, came to espouse epistemol ogies so diametrically opposed that it should make us re-
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evaluate our own grasp of the case for freedom in the academy and in the marketplace.
[11. Hayek vs. Polanyi on the Nature of Knowledge

Throughout most of the 20th century, questions of economic planning have been intimately bound up
with conceptionsof what knowledgeisor could be, and disputesover how it may or may not cometo beknown.
Michael Polanyi felt the weight of these questions in the 1940s, and fairly quickly came to reject Hayek’s
epistemological stance as inadequate to the task at hand. He never opted to discuss Hayek’s approach in his
major books, but we can reconstruct his objectionsfrom reviewsand correspondence. To begin, hefelt that the
wistful nostalgia for Burke and Acton would not suffice to provide foundations for modern philosophy or
politics. “But is it certain that our disorders can be clearly defined in the words of an age so remote in its
unsophisticated integrity? The attempt may entangle usin contradictions.”? Far from the standard scientistic
fascination with the shock of the new, Polanyi’s objection here was rather that Burke and Acton praised
tradition, but what they had had in mind surely could no longer be commensurate with what “tradition” would
mean in the 1940s; and furthermore, Hayek absolved himself from much that his own contemporaries would
regard asstabilizing traditions—for instance, specificreligions, or Cartesian abstraction. The problem wasthat
the content of “tradition” would appear asidiosyncratic and arbitrary astyranny itself if it were not unpacked
in rational discourse. Thisdid not imply for Polanyi that all tradition must be reduced to rational stipulation;
the one commitment hedid persist in sharing with Hayek was acknowledgement of theinarti culate component
of practice and adisdain for what Hayek called “ constructivism.” What Polanyi held against Hayek was that
he was apparently not willing to describe the interplay between the inarticulate and rationalizable aspects of
practice, be they in the marketplace or €lsewhere, and therefore, he had effectively reneged on the promise to
theorize the role of knowledge in economics.

Asonemight expect, Hayek’ scrusade against “ scientism” al so made Polanyi nervous. Hayek’ sgrasp
on the natural sciences was tenuous, which created some problems, but what bothered Polanyi more was the
tendency totar all scientistsand engineerswith the same brush, accusing them of narrow technical training and
a predilection for mechanical rationalist prediction and control; anything that didn’t fit their models wasn't
worth knowing. Polanyi, as we have already indicated, had personally known a number of these scientists,
including many who were professed socialists, and he could not bring himself to write them off in quite so
imperious a manner. The solution was diagnosis and treatment, as was made clear in his review of Hayek’s
Counter-revolution of Science:

Andyet oneistempted after all to caution Hayek thefighter inthenameof Hayek thepolitical
thinker. In the other half of hisbook, where he examines the true scope of sciencein human
affairs, hewrites. ‘ The most dangerous stage in the growth of civilization may well be that
inwhichman... refusesto accept or submit to anything that hedoesnot rationally understand’
and ‘ Thismay well prove a hurdle which man will repeatedly reach only to be thrown back
into barbarism.” If this be truethen modern ‘scientism’ is merely awaywardness, dueto a
deeper and indeed total instability of reason at its present level of consciousness. It may
appear then also that only by curing this basic disorder can we hope to prevail against the
variety of delusionsthat have arisen and must continue to arise from it.

Theimmediate need wasto find out what, if anything, had gonewrong with modern science such that it induced
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reasonable peopleto proposeinfringements upon liberty and the quality of life, and not to berate the scientists
for their hubris. Thisisin fact the task to which Polanyi devoted the remainder of his career.

It would be amiss not to note that Polanyi had also come to distrust Hayek’ s economic theories. As
he wrote, “He addressed an age obsessed by the fear of mass unemployment while turning an indifferent eye
onthisproblem. Thissurely wasamistake.”?® Inaroundabout way, thistoo waslinked to Polanyi’ sconception
of science. He believed that openness of information was central to the success of science, and that openness
was imperative in the political sphere as well. He felt that people must be made aware of what was being
expected of them in their roles as economic actors, and that the opacity of Hayek’s theories was itself not
conducive to this public function. Rightly or wrongly, he thought that, “Keynesian theory is realy quite
simple—perhaps difficult to grasp at first, but once understood quite easy to handle. . . .Itisa. . . veritable egg
of Columbus.”

Therefore, Michael Polanyi essentially exited economics after 1947 in order to construct an
epistemol ogy which was suited to both 20th century science and 20th century market economies. To do justice
to the products of his quest, and especialy to his rather untidy text Personal Knowledge, is beyond my
capabilitiesinthisvenue. Part of the problem isdueto the fact that the more Polanyi sought to elevate science
as the paradigm human accomplishment, the more he fearlessly uncovered unsavoury aspects of the actual
processof scientific research, upsetting comfortabl e notionslikeprecision measurement, fal sification, freedom
from external authority, objectivity, open-mindedness, and the like. Rather than track down each and every
observation on the history of science or the distinct positionsto which they gaverise, | shall here only provide
abrief survey of the main points of his epistemological system, chosen with an eye towards comparison with

the work of the later Hayek.

Methodological subjectivism was central to the way Michael Polanyi approached most topics, and
thereforeit isno surprise he wanted his epistemology to berooted inindividual cognition. Y et unlike so many
other philosophers and social theorists who then interpret this to mean that mind must be reduced to the
physiological functions of the brain, asaway station to final reduction to physics, Polanyi posited a hierarchy
of levels of phenomena, where mind could not be reduced to brain. He had recourse to Gestalt psychology to
try and lend this notion some legitimacy; and later even tried to add his own theory of the inarticulate control
of the body as the paradigm of tacit knowledae. Since he believed that everyday modes of knowing were in
principleno different from their scientific counterparts, thiswasintended asageneral theory of theinarticul ate
component of knowledge.

His chosen psychology led directly to his prescription of uninhibited liberty of thought, expression
and economic activity, unlike utilitarian psychology, which Polanyi believed actually served to encourage
totalitarian tendencies. Whereasthe utilitarian treatstheindividual astheunmoved first mover inagamewhere
desires arefixed and modalities of gratifications are transparent, Polanyi plumped for asituation where goals
were surrounded by apenumbraof indeterminacy and most individual s could not articulate how they attained
them in many instances; as he never tired of insisting, “we know more than we can say.” Since thiswas true
in science, theideathat scientific research could be directed into uniformly utilitarian pathswas atravesty for
Polanyi; and of course, theideathat economic activity could be planned was equally an anathema. Liberty was
thus a necessary prerequisite for progress in science and in the economy.

35



Still, no one could be expected to acquiesce in this position unless they understood, “How can the
combination of fragments of knowledge existing in different minds bring about results which, if they were
brought about deliberately, would require aknowledge on the part of adirecting mind which no single person
could possess?’? Woas it quantitative measurement, or the reduction of facts to impersonal observation
language, or any other positivist conception of a“scientific method” ?No, said Polanyi; none of these attempts
to obliterate subjective differences between scientists could do thejob. As one might expect, he attempted to
found his case upon subjective commitment: “Unfettered intuitive speculation would lead to extravagant
wishful conclusions; whilerigorousfulfilment of any set of critical ruleswould completely paralyzediscovery.
The conflict can only be resolved through ... his scientific conscience ... the tone of personal responsibility in
which the scientist declares his ultimate aims... full initiation into the premises of science can be gained only
by thefew who possessthe giftsfor becomingindependent scientists, and they usually achieveit only through
close personal association with theintimate viewsand practi ce of adistinguished master.”? Thustherewasno
mystery about the means by which the knowledge was transferred, though it might be difficult to render its
content more fully explicit. Tradition was the counterweight to subjective freedom in science.

Polanyi found that throughout later life that he often would be saying things about the processes of
sciencewhichwould provokecriesof outragefromthosewhoregarded it asthe summit of all humanrationality,
so he was forced to repeat that he also thought it was the paradigm of human achievement and remarkably
effective in getting at the truth. One way he chose to put thisin his 1962 paper on “ The Republic of Science”
wasto comparethe self organization of scienceto the self-coordination of amarket.?” In retrospect, we can see
that hehad implicitly been doing something like thissincethe 1940s, but when he at last madeit explicit, it was
misconstrued by all and sundry as conforming to someneoclassical model, whichit clearly did not. Thisshould
havebeen apparent from hisdiscussi on of the subordination of onescientist’ sstanding to the opinionsof others,
even though they could not ever hopeto befully cognizant of all the specificsof theindividual’ sresearch. This
voluntary allegianceto authority wasal so supposed to extend to thelayperson, who shoul d freely acknowledge
the superiority of the expert in this vast web of self-organized networks. This, then, was another stick to use
to beat the Bernalists, sincethe prognosis wasthat the public should pretty much just let the scientists do what
they wanted, and simultaneously defer to their superiority due to tacit knowledge whenever the polity came
upon aquestion bearing upon their expertise. For Polanyi, the choice was stark: givethe scientistsfreerein, or
else relinquish al hope of growth of knowledge.?®

Itisinstructiveto compare Polanyi’ sphilosophy of scienceto Hayek’ slater devel opment of histheory
of the self-organization of complex orders. Hayek decided that he, too, must found his subjectivism upon some
sort of psychological principles; but he set out in 1946 to construct his own system out of mid-19th century
associationist psychology, and the result was published as The Sensory Order in 1952. Based upon some
superceded neural theories from the turn of the century, it attempted to portray the central nervous system as
an apparatus of multiple classifications processing a steam of sensory input which are not themselves stored
anywhere in the brain. For asubjectivist, physical stimuli need never directly map into fixed impressions, so,

What psychology has to explain is ... something which we experience whenever we learn
anything about the external world ... and which yet has no place in our scientific picture of
the external world and isin no way explained by sciences dealing with the external world:
Qualities. Whenever we study qualitative difference between experiences we are studying
mental and not physical events, and much that we believe to know about the external world
is, in fact, knowledge about ourselves.®
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But instead of the coordination of mental stimuli serving asametaphor for the coordination taking placein the
market, the reverse was true here, as Hayek himself later admitted, indicating that the point of departure was
hismodel of the Austrian period of productionin his Pure Theory of Capital: “I liked to compare thisflow of
‘representative’ neural impulses, largely reflecting the structure of the world in which the central nervous
system lives, to a stock of capital being nourished by inputs and giving a stream of outputs. ” ® It isnot clear
that much more is going on here than an a priori belief in the efficacy of the market is being projected upon
the neural cortex in the guise of ametaphor, only then to be reflected back as an “ explanation” of the efficacy
of the market. Polanyi generally did not succumb to such circular arguments.

Of course, Hayek wished to draw aconclusion similar to Polanyi’ stotheeffect that noonewascapable
of knowing enough of either the facts on the ground (since the mind did not deal in Machian “raw feels”) or
the rules of tacit inference in order to adequately plan the coordination. But again, in contrast to Polanyi who
structured the argument along atelos, Hayek argued in afunctionalist circle, the very thing Polanyi thought
wasthe path of |east resistance down the dlippery slopeto serfdom: “ Like scientific theories, [rules of conduct]
arepreserved by proving themsel vesuseful, but, in contrast to scientific theories, by aproof which no oneneeds
to know, because the proof manifestsitself in theresilienceand progressive expansion of the order of society
which makes it possible.”3! This divergence from Polanyi actually induced Hayek to back away from
methodol ogical individualism, to depend ever moreheavily upon biol ogical metaphorswhichwereimperfectly
understood, and to backpedal on his condemnation of scientism— all subjects of extensive commentary inthe
secondary literature on Hayek.®

Thedivergence from Polanyi could not be clearer when we cometo the politics. Hayek’smovefrom
theindividual tothemeta-level of social organismisat |eastinpart duetothefact that very little can be promised
totheindividual economicagentinhissystem: shecan’t know thereal meaning of pricesignals, shecan't count
on the market rewarding economic effort along any conventional criteria of justice, she can't pretend to
comprehend thetelos of the system as awhole sinceit can’t be known, and she certainly shouldn’t place any
credence in the pronouncements of experts. As Jeremy Shearmur has put it, Hayek “would seem to be a
consequentialist whose subjective views and ideas about the philosophy of the social sciencesimply that one
cannot make out a consequentialist case for his own ideals.”* This, of course, is why Hayekians are so
suspicious of actual existing democracies and wish to restrict sufferage along age, property, and other criteria.
Thisfliesinthefaceof much of Polanyi’ seffortsto buttresstheroleof experts, render thetheory of theeconomy
available to the populace through films, and have individuals subjectively acknowledge their allegianceto a
system which they can see the point of, even if they don’t fully understand where it is headed.

| have attempted in these reflection to argue that doctrines which pass as political economy are
frequently thinly disguised Methodenstreit over images of science and what it is we are capable of knowing.
Quoting Polanyi now, “the main influence of science on modern man has not been, asit is often supposed,
through the advancement of technology; it has come, rather, through the imaginative effects of science on our
world view,”3* So perhaps| can sum up the tensi ons between Polanyi and Hayek asacontest of genres, abattle
for the soul of Romanticism. Polanyi, as usual, saw the connection:

The romantic movement of the 19th century mitigated the dilemma [of the divergence

between appearance and reality] by claiming that the content of art is predominantly

subjective, personal. Thusit doesnot imitate. It merely expresses our subjectively personal
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feelings. But the progressive sharpening of skeptical thought, leading to the wholesale
questioning of traditional values, including the value of theindividual person, espoused by
the romantic movement, was presently to make any emphatic statements of man’s deeper
feelings sound trivia ... %

Hayek was a romantic writer, which is why he appeals so very much to our fin de siécle sensibilities after
languishing so long amongst a small coterie of Austrian economists and conservative politicians. His entire
oeuvre can be compared to aroman a clef which looks very much like Mary Shelley’ s Frankenstein. Thereis
amad scientist, and amonster, and a*“ constructivist” project which is bound to fail because no one can fully
encompass the unintended consequences of trespassing where angels fear to tread. It all is set in a castle
somewherein Eastern Europe, thoughtheheroisBritish. Themoral of thestory isthat thereisknowledgewhich
isintrinsically forbidden fruit; there are things which are better left unknown. The whole thing turns Gothic
when we realize that there is plenty of room here for any number of sequels, al with roughly the same plot.

Michael Polanyi spent hisentirelifearguing that Romantic narrativeslikethisare asymptom of abasic fallacy
in how wethink about science and the place of the subjective individual in the modem world. | sometimes get
thefeeling Polanyi wanted to counter Romanticism with something like Milton’ s Paradise Lost, jazzed up for
modern tastes, if not Areopagitica. | cannot assess the odds on such arevision of the canon— | can't predict
how it would sell in the marketplace.
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