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Thoughts on Soros’ Speech at the Cato Institute
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Glenn Beck has everyone trained to see a mons@eadange Soros, but at Cato yesterday
he actually offered an interesting take on macimemics and where human psychology
fits into the story. I'm not saying he’s right, but’s not stupid. Kudos to Cato for
engaging the man at the level of his ideas, ratreer caricature. Aample

Hayek argued that economic agents base their dasisin their interpretation of reality,
not on reality — and the two are never the same.

That is what | call fallibility. Hayek also recogmid that decisions based on an imperfect
understanding of reality are bound to have uninddnmbnsequences. But Hayek and |
drew diametrically opposed inferences from thisght

Hayek used it to extol the virtues of the invisibnd of the marketplace, which was the
unintended consequence of economic agents purtheirgself-interest. | used it to
demonstrate the inherent instability of financiarikets.

He goes on to argue that, later on, Hayek undi@uiker rejection of scientism because
of political considerations, i.e. anti-Communism:

Because he was fighting communism, a scientifiotpéhat proved that market
participants pursuing their self-interest assueedptimum allocation of resources was
too convenient for him to reject. But it was also good to be true.

If I understand him, Soros is arguing that Hayek'tdae right because our perception of
what is truly in our best interest never really ohats reality, therefore optimal results,
while possible in theory, are rarely achieved.



My gut reaction is that there is some truth to,tthseugh | hesitate to say how much. For
example, you walk into a shop to buy a used caur$elf-interest may have led you to
do previous research on which model you can afiodiwill be the most reliable, etc.
However, there will often be things you don’t knatout the car in question, e.g. how
the previous owner drove it and when they changedransmission fluid. As a result,
you may buy a car expecting it to last for yeary ém discover later that you've got a
lemon.

Since Soros is making a kind of epistemologicallehge to enlightened self interest,
let’s talk about epistemology (the study of knovgell Entry level philosophy students
are taught that knowledge can be defined as “jadtifue belief.” That means for
something to be knowledge it must be true. You rbesieve it. And you must have
justification for doing so. You wonder what timast so you look at your watch. The
watch gives you a justification for your belief thiais 9:56am Pacific Standard Time.

But philosophy students also learn about a sefieballenges to this definition known as
the Gettier cases. Edmund Gettier was a smartvdtecin 1963, published a short paper
showing possible exceptions to the definition obwitedge. There are dozens of these,
but one of the easiest to understand goes as fallow

Suppose you're wondering what time it is. You lagkat the wall and the clock says
10:02. You now have a justified true belief thasil0:02, i.e. you know what time it is.
However, what if unbeknownst to you the clock iattparticular room is stopped. In fact,
it has been showing 10:02 for more than a weekuse&cao one has put a new battery in
it. But—and here’s the trick—it just so happeng thtaen you looked, it actually was 10:02!
So it seems you have a true belief whagpears justified but is actually not (since the
clock has stopped). Is this still knowledge? Wygdls and no.

That's the sort of thing that undergrad philosoptudents like to wrestle with but it
doesn’t take long to see that Gettier cases, vitiggesting as ideas, don't play into our
real world experience all that much. Most of tmedithe clock is working or, failing that,
the time it shows is so far off that you’d probahbtice it's wrong.

| wonder if the same can’t be said about Sorosllehge to Hayek. It's not that what
he’s saying is false, but | wonder how much itIsealatters in the real world. Going
back to the used car example. So, you bought arleFmtunately, you also bought a
warranty which allows you to trade the car ous bt clear to me that his objections
based on imperfect knowledge is going to reallydhre overall value of enlightened self
interest in the majority of cases any more tharti@atases undo the definition of
knowledge.

Now | suppose this is where Soros could argue“tbaton laws” are the kind of
necessary government oversight he’s talking abdben again, in a world without

lemon laws, word would quickly spread about winbto buy from or which cansot to

buy. Hayek, like nature itself, may be cruel to itndividual but that doesn’t mean the
overall effect may not be quite efficient and ebeautiful when admired from a distance.



But I'm neither a philosopher or an economist,’BdHrow it out to those who are to
chew on all this.



