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Summary: The article is aimed at reconsidering the question if the project of
econometrics can be read in line with scientific realism. Previously, the method-
ological literature focused on the philosophy of econometrics, voices criticizing
realist interpretations of econometrics were raised. The criticism was aimed at
showing that econometric models lack robustness. The use of slightly different
methods leads to obtaining different and often contrary models what supposedly
undermine the project of econometrics. In this article, | aim at offering a new
argument in defence of the current practice of the economists devoted to the
empirical branch of macroeconomics. To do so, | apply Uskali Mé&ki's (2009)
model of representation to three case studies of contradictory pairs of economet-
ric models and argue that contrary results are not necessarily a drawback of
econometrics. Instead, the seemingly contradictory pairs of models are useful in
various contexts constituted by their purpose and audience.

| would like to thankfully acknowledge

*Cheiuppgf}ff%m(‘hg Na'ionf' Science Keywords: Econometrics, Emerging contrary result phenomenon, ERR, Mini-
entre, Poland (under grant no. . o . .
2015,19/N,Hs1/01066fme author mal scientific realism, Robustness checks, Reinhart-Rogoff controversy.
received a Ph.D. scholarship from the

National Science Centre, Poland under

grant no. 2018/28/THS1/00007. JEL: B41, C18, C82.

In his famous book, Tony Lawson (1997, 2016) argued that the project of econometrics
is doomed because in social sciences, in contrary to physics, chemistry and, to a lesser
degree, biology, there are no constant regularities. In other words, the results are un-
generalizable. Recently, voices criticising the project of econometrics were raised.
Mariusz Maziarz (2017) argued that the sound Reinhart-Rogoff controversy is misun-
derstood in the hitherto literature because: (1) the spreadsheet error committed by Car-
men Reinhart and Kenneth Rogoff (2010) did not influence the result in a significant
way; and (2) the alternative methods applied by Reinhart and Rogoff (2010) and
Thomas Herndon, Michael Ash, and Robert Pollin (2014) were justified to a similar
degree. Therefore, the controversy perfectly suits the scheme of emerging contrary/re-
calcitrant result phenomenon (ERR) coined primarily by Robert Goldfarb (1995,
1997). Putting it differently, the contrary opinions on debt and growth resulted from
varied methodological presuppositions. According to Goldfarb’s (1997) rough esti-
mate, approximately 10% of “American Economic Review” articles instantiate this
phenomenon. The purpose of the article is to defend the realist interpretation of econ-
ometrics despite these flaws encountered by the practitioners.
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1. Being a Realist about Econometrics

In general, there are two kinds of commitments connected to scientific realism: onto-
logical and epistemic. First, scientific realists believe that entities postulated by theo-
ries and models exist mind-independently. Second, they believe that our best theories
and their models rightly grasp reality (their relata in other words) (Jarett Leplin 1984,
p. 1). Operationalizing these two commitments of scientific realism having in mind the
project of econometrics leads to the conclusion that being a realist about econometric
models entails: (1) believing that econometric models describe causal laws between
exogenic and endogenic variables; and that (2) best econometric models rightly de-
scribe causal relations existent in the economy. Nancy Cartwright (1989, p. 149) em-
ployed this approach. For instance, she analysed a quantity-demand curve, also known
as the law of demand and argued that such regressions should be interpreted in a realist
way.

Let me consider the example discussed by Cartwright (1989), i.e., the law of
demand (cf. Equation (1)). The realist interpretation of such a simple econometric
model entails believing that @ shows how a change in price p causes a change in price
q. Also, considering the epistemic commitment, scientific realism also entails being
optimistic about the verisimilitude of this model (i.e., assuming that if price p will
change, then quantity g indeed changes by a). Equation (1) shows the empirical law of
demand:

gq=ax*xp+e, (1)

where: q — quantity sold at price p; p — the price of a good; a — estimated coefficient
showing how ¢ changes when p increases by 1; € — error term.

Hitherto, there are two main realist research programs in the philosophy of eco-
nomics but, due to some difficulties, other philosophical positions were employed to
defend the realist reading of the econometric models. For instance, Kevin Hoover
(2010) employed perspectival realism. On the one hand, according to critical realism
advocated by Lawson (1997), the project of econometrics is doomed because in eco-
nomic systems, similarly to other complex social phenomena, there are no constant
regularities or covering laws. His argument is best summarised by the following sen-
tence: “outside of astronomy at least, most of the constant-event conjunctions which
are held to be significant in science, in fact, occur only under the restricted conditions
of experimental control” (Lawson 1997, p. 27).

On the other hand, Hoover (1997) argued that “(e)conometrics is possible and
compatible with realism because the argument for realism implied the existence of
robust regularities. Econometrics aims to characterize those regularities” (Hoover
1997, p. 18). The American philosopher of econometrics vaguely suggested that econ-
ometric models resemble some aspects of reality. He seems to advocate the point of
view held by Maki (2009), who believed that theoretical models resemble idealised or
isolated reality, where & denotes the influence of variables excluded from regression.
Ikka Niiniluoto (2013) argued that the relation between model and its relata should be
called essesimilitude, i.e., resemblance to ontic bases or essences only. Cartwright
(1989) seems to be optimistic about econometrics and holds a similar point of view.
She argued that coefficients estimated by econometricians should be read out in a
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realist way, as probabilistic, causal laws. Cartwright (1989, pp. 149-150) delivered two
arguments for interpreting estimation of the law of demand in a realist way. First, she
noted that such regressions (cf. Equation (1)) represent causal relationship, and not a
mere functional relationship of the kind Russell thinks typifies physics and grounded
this viewpoint in the beginnings of economics and works of the Cowles Commission.
Second, what seems to be circular reasoning, Cartwright (1989, p. 150) wrote: “But
there is more contained in this equation, more to displease Hume or Russell, than just
the assumption of causality. The equation does not just assume that from one occasion
to another the price causes, or is a contributing cause to, the demand, in some haphaz-
ard or unsystematic way. Rather, it assumes that the price has a stable tendency to
influence demand, and that that tendency has a fixed and measurable strength”.

Facing the difficulties of interpreting econometrics in line with scientific real-
ism, Hoover (2010) decided to employ perspectival realism coined by Ronald Giere
(2006) who observed that today scientists use a set of differentiated models to deal
with different aspects of the same reality. According to scientific perspectivism, mod-
els resemble the same reality but focus on various aspects or parts of it due to varied
interests and incentives of modellers. Hoover (2010) argued that econometric models
are right (adequately resemble reality) as long as its use is beneficial and fruitful.

Methodological literature focused on the ontology of econometrics is usually
based on case study analyses. For instance, Cartwright (1989) analysed the case of
estimating coefficients of a price-demand curve and Hoover (1997) analysed a model
coined by Sudhir Anand and Ravi Kanbur (1995, p. 321) aimed at estimating a living
standard and Christopher Pissarides’s (1992) labour market model. This feature of the
philosophy of economics makes conclusions arrived at by methodologists sensitive to
examples incorporated in case study analysis. The realist philosophers seem to analyse
econometric models that are over-averagely successful. Further studies should be con-
ducted to formulate a guess if they chose successful econometric models because they
are realists or, on the contrary, they became realists because of good experiences with
the models. Putting this question aside, below, I reconstruct the recent critique of being
a realist about econometrics and, in Section 2 and 3, attempt to read the realistically
reconstructed project of econometrics in a realist way.

2. The Recent Criticism of Econometrics

There are two features of econometrics criticised recently: emerging contrary result
phenomenon, i.e., aiming at arriving at the novel and publishable results leading to
employing data-mining techniques to get new results and the sensitivity of results to
small changes in method or sample. First, Maziarz (2017) previously argued in line
with Goldfarb (1997), that institutional incentives at the supply side of econometric
modelling and the desire for novel results at the demand side of the empirical macroe-
conomics expressed by editors and reviewers creates the following pattern of econo-
metrical results: first, a statistically significant result is first identified, then later evi-
dence questions the existence of the positive result (Goldfarb 1997, p. 232). In other
words: on the one hand, econometricians aim at arriving at novel results to raise the
chance for a paper to be published; on the other hand, journal editors choose articles
that present novel results. The pattern of the econometric literature where a previously
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established statistically significant relationship between two variables is subsequently
refuted by novel results is quite widespread. According to Goldfarb’s (1997) estimate,
approximately 10% of articles published by “American Economic Review” suits this
scheme. Moreover, several cases of the ERR phenomenon are connected to essential
issues widely discussed by economists and, sometimes, the general public. For in-
stance, the Reinhart-Rogoff affair is a case of the “emerging contrary result” phenom-
enon (Maziarz 2017).

The emerging contrary result phenomenon does not necessarily undermine the
project of econometrics, taking into consideration the results of the strong program of
the sociology of knowledge, according to which results arrived at by scientists prac-
tising each branch of knowledge are partially determined by their presuppositions and
institutional setting (cf., for instance, Bruno Latour and Steve Woolgar 2013). In fact,
the term “publication bias” was coined by Thomas Sterling (1959), who referred to
sciences (i.e. not the social sciences) and predicted that fields such as medicine, where
publishing statistically significant results is way easier than reporting no relation be-
tween examined phenomena, might be based on false premises resulting from type-I
errors.

However, the second approach to criticising econometrics, highlighting the lack
of robustness in findings undermines the realist interpretation of the empirical macro-
economics do indeed undermine the empirical branch of economics. The criticism is
based on discussing a feature of econometrics absent from the hitherto methodological
literature, i.e., the sensitivity of econometric models to: (1) small changes in data sets;
and (2) method and showing that none of the realist positions in the philosophy of
economics appropriately interpret the empirical branch of macroeconomics. These two
features of the realistically reconstructed project of econometrics are difficult to agree
with the two most widespread realist paradigms in the philosophy of economics, sci-
entific realism and critical realism.

Whatever the motivation drove the philosophers of econometrics to choose the
case studies they did, the view of the empirical branch of macroeconomics emerging
from the methodological literature is biased and too optimistic. Econometric methods
are not strict enough to determine decisions undertaken by those practising this field
in everyday research, what lead modellers to arrive at contrary conclusions. This fea-
ture of econometric discourse was originally described by Goldfarb (1995, 1997) who
coined the term “emerging contrary result” phenomenon/emerging recalcitrant results
(ERR).

According to his (Goldfarb 1997) rough estimate, approximately one in ten pa-
pers published in “American Economic Review” exemplify the emerging contrary re-
sults phenomenon. Such a phenomenon would be perfectly natural if it were caused by
unsettled econometric methods or improvements in the process of running regressions.
However, Goldfarb (1997) believed that one of the reasons of the contrary results ob-
tained by econometricians is publication bias (defined as data mining aimed at getting
new results on the supply side of econometric modelling and journal editors’ prefer-
ence for such conclusions. According to Goldfarb, emerging contrary results caused
by publication bias creates the following pattern in the literature: “a statistically sig-
nificant result is first identified, then later evidence questions the existence of the

PANOECONOMICUS, 2021, Vol. 68, Issue 3, pp. 253-265



“Emerging Contrary Result” Phenomenon and Scientific Realism

positive result” (Goldfarb 1997, p. 232). Maziarz (2017) argued that the recently
widely discussed Reinhart-Rogoff controversy exemplifies the ERR phenomenon: af-
ter Reinhart and Rogoff (2010) sound publication, there were several replications pub-
lished, and Herndon, Ash, and Pollin (2014) were the first to question the result ob-
tained by the Harvard cliometricians. Later, their results were also replicated.

The Reinhart-Rogoff controversy, or — widely — the emerging contrary result
phenomenon, shows that econometric results are determined by the methods employed
and not data only what can be summarised with the Talmudic sentence: “We do not
see things as they are. We see things as we are”. However, also data sample choice
influences estimated coefficients. This feature of econometric modelling was first no-
ticed by Xavier Sala-i-Martin (1997) who ran growth regressions. Development em-
pirical macroeconomics aims at discovering growth determinants by running regres-
sions and choosing variables, which are in highest correlation with the pace of eco-
nomic growth, cf. Equation (2): growth determinants regression:

Vi=A+a;*X;+e, @)

where: Y; — the pace of economic development; A — constant; a; — estimated coeffi-
cients of X; variables; € — error term.

Sala-i-Martin (1997), in his famous article titled “I Just Run Two Million Re-
gressions”, described how model specification determines obtained results. In general,
an empirical growth economist attempts at finding the variables that are most corre-
lated with the pace of economic development by mining the dataset consisting of many
variables. The Catalan economist mentioned gathering 60 variables in his dataset
(Sala-i-Martin 1997). To indicate those variables that are indeed connected with eco-
nomic development, one is to run regressions consisting of various permutations of
variables included in their dataset. According to Sala-i-Martin’s (1997) experience, the
same variables’ correlation coefficients can have different values or even different sign
when one estimates models for different permutations (i.e., models including various
sets) of variables. In other words, estimating a model with two variables (e.g. X; and
X,) leads to obtaining, for instance, positive coefficients (i.e. a;; a, > 0). However,
adding a third variable (e.g. X3) changes a sign of the previously estimated coefficients.

Therefore, according to the realist interpretation of econometrics (cf. Section
1), one of the estimated models justifies hypothesising a causal, probabilistic law ac-
cording to which growth of, for example, X; is connected to a growth in ¥; and another
regression justifies the opposite conclusion, that, a growth of X; is connected to a de-
crease of Y;. In order to solve the contradiction, Sala-i-Martin (1997) first refuted the
solution advised by Ross Levine and David Renelt (1992) and coined his own. Instead
of demanding the lower and upper bounds of statistical significance of estimated coef-
ficients to be both positive or negative (what excludes vast majority the of variables
from being potential determinants of economic growth), the Catalan economists ad-
vised a method based on automated running all possible permutations and calculating
what fraction of an estimate (a, for instance) is positive. Employing this solution, i.e.,
demanding for estimated coefficients to be statistically significant significantly limits
the number of the econometric models what, to some degree, supports the point of
view held by Lawson and some of his followers working within the critical-realist
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framework. In contrary, other critical realists believe econometrics to be compatible
with their philosophical viewpoint (cf. Ida Bache 2003).

A detailed discussion of this approach seems to be too mathematical for this
article (cf. Sala-i-Martin 1997, pp. 179-180). Therefore I will consider what this
method entails. Assuming the realist interpretation of econometric models (cf. Section
1), each regression is interpreted in a realistic, causal way. For instance, a, is inter-
preted as a statistical law between X; and Y. Calculating the average value of @ is not
in line with the realist interpretation because realists believe that each model can be
interpreted in this way. Therefore, such averaging coefficients across a set of models
seem to assume that all these contrary models had the same relata, what implies that
they were contradictory previously (i.e. before calculating the average coefficient).
However, I should highlight that this method was not previously discussed from the
philosophy of economics perspective. Nevertheless, the method suggested by Sala-i-
Martin (1997) helps in widening the set of variables robustly correlated with economic
development if the realist interpretation is rejected and models are considered as tools.

Summing up, econometric results are sensitive to small changes in the data sam-
ple and estimation method, and often models equally justified from the viewpoint of
econometric method support contrary conclusions about the relation between two var-
iables. According to the ontological dimension of the above-discussed scientific
stances, contrary models refer to the same economic reality, and therefore they are
contradictory. In other words, if one accepts the versions of scientific realism present
in the philosophy of econometrics literature (critical realism, scientific realism, and
perspectival realism), one shall not interpret the models of data in a realist way because
two contrary models fail at resembling the economic reality. However, there is a realist
approach consistent with the unidealized view of econometrics. According to modal
realism coined by David Lewis (1986), there is an infinite number of parallel universes,
and all possible worlds are as real as the actual one. Since there is an infinite number
of worlds, there indeed are ones where there are both positive and negative relations
between two variables under consideration. Therefore, accepting modal realism makes
it possible for two contrary models to adequately resemble alternative but equally real
economic universes. However, since modal realism is a counterintuitive and absurd
philosophical position, then arguing in favour of reading econometrics in line with it
as the only logically possible form of realism leads to absurd.

3. The Model of Modelling

The views of scientific realists devoted to the philosophy of economics on relations
between model and its relata evolved from correspondence through idealisation or iso-
lation (cf. Méki 2009) and essesimilitude (Niiniluoto 2013) to resemblance (Maiki
2013). In fact, even though scientific realism was coined initially with the aim of ex-
plaining the success of sciences, Méki (forthcoming) recently used his model of mod-
elling to analyse possible sources of failure of modern economics. The evolution men-
tioned above of terminology corresponds, to some degree, with growing pessimism
about the success of economics. If model isolates reality, it adequately represents a
feature of a modelled phenomenon excluding the determinants being out of its scope
(Méki 1994). On the other hand, if a model idealises, it represents reality “extremely
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abstracted” (Adam Smith 1976, p. 46), i.e., refine, abstruse, and generalise modelled
phenomenon (Bert Hamminga and Neil De Marchi 1994). Similarly, the term “essesi-
militude” popularised on the ground of the philosophy of economics by Niiniluoto
(2013), meaning that econometric models resemble the most important features (es-
sences or ontic bases) of reality, also highlights the growing divergence between map
and territory, i.e., between economic models and reality. Recent voices of Miki (2009,
2013, forthcoming) rejected the received view of scientific realism for a model of mod-
elling aimed at highlighting the pragmatic context of constructing models. Model of
representation (ModRep, in short) is put in words in the following way (Méki forth-
coming):

Agent A

Uses multi-component object M as

a representative of (actual or possible) target R

for purpose P,

addressing audience E,

at least potentially prompting genuine issues of relevant resemblance between M
and R to arise;

Describing M and drawing inferences about M and R in terms of one or more model
descriptions D;

Applies commentary C to identify and coordinate the other components;

and all this takes place within a context X.

According to the above model of modelling, it is not only “real world” what
shapes an economic model, but also the pragmatics constituted by its purpose P, audi-
ence E, descriptions D, commentary C and context X. It should be underlined that
(ModRep) was coined by Miki (2009) to describe the process of theoretical modelling
or, in other words, constructing models of phenomena. However, I believe, economet-
ric modelling, i.e., constructing models of data, is a similar process (when it comes to
its pragmatic context, at least) and can be adequately described by and analysed with
the (ModRep).

In my opinion, the model of modelling coined by Miki (2009) can be applied
to the defence of the realist interpretation of econometric modelling. The criticism of
econometrics highlighting the lack of robustness (Lawson 1997, 2016; Maziarz 2017),
i.e., the situation where minor modification of data sample or research method leads
to obtaining two models (M; and M>) indicating that the relation between 4 and B is
positive (according to M;) and negative (according to M>) leads to rejecting scientific
realism on the ground that both models cannot adequately resemble reality according
to standard scientific realism or its “liberalized” version labelled structural realism.
However, accepting a subjectivised version of realism that considers the purpose of
models leads to the conclusion that the differing pairs of models serve different pur-
poses and therefore are not contradictory.

4. Contrary Contexts, Contrary Results

Employing Méki’s (2009) model of modelling makes saving the realist interpretation
possible. Below, I discuss two case studies aiming at arguing that the “emerging
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contrary result” phenomenon harmonises with the realist interpretation of economet-
rics. First, I analysethe above-mentioned Sala-i-Martin’s (1997) case. Second, I dis-
cuss the pragmatic context of choosing the method of calculating averaging schemes
of the Reinhart-Rogoff controversy. Third, I analyse how the method of measuring
austerity at the treasure depends on a purpose of conducting cliometric research.

Sala-i-Martin (1997) observed that estimated coefficients change their signs
when other variables are incorporated into a model. However, he did not address the
issue of the target R. Namely, models of growth macroeconomics are usually estimated
in a pragmatic context instead of finding variables correlated to the highest degree with
economic development. In the latter case, bizarre variables are likely to be identified
and excluded. For instance, global warming is temporally connected to economic de-
velopment, so average temperature probably correlates with economic development
and, considering that both variables are cointegrated, both regression and correlation
analysis and the prima-facie Granger-causality test would likely give a positive result
(Maziarz 2015). However, if a growth regression is estimated in a defined context and
purpose of economic policy setting, then running regressions based on all permutations
of variables included in our databases is unlikely. For instance, if an economic policy-
maker considers reforming the education system in a country, then they will rarely
estimate every possible permutation of possessed variables and schooling. Instead,
similarly to what Robert Barro (1996) did, they, facing a defined research problem,
will address the question under consideration by estimating a model consisting of the
variable “schooling” (when average period of education is in question) and a few other,
well-established growth determinants. In this case, the issue brought up by Sala-i-Mar-
tin (1997) is unlikely to occur.

Moreover, models based on two (e.g. X; and X,) and three variables (e.g. X5;
X, and X3) are aimed at resembling various targets R and R». In this case, their con-
tradictoriness is spurious. Additionally, it is highly unlikely for two such models to be
equally right (i.e., equally good at resembling the two imagined worlds of two (R;) and
three (R>) variables. For instance, comparing their determination coefficients or infor-
mation criteria can give a hint of which of the two estimations of coefficient a; should
be preferred. Being more strict is a difficult task at this level of generality, therefore,
below, I discuss two case studies in a greater detail.

Because of lack of space, I will not analyse the Reinhart-Rogoff controversy in
detail (cf. Maziarz 2016). In short, Maziarz (2016) argued that: (1) in contrary to pop-
ularly held belief, the controversy exploded because Herndon, Ash, and Pollin (2014)
applied unweighted averaging scheme instead of the weighted one supported by Rein-
hart and Rogoft (2010) (cf. Equation (2) and Equation (3)); and that (2) the spreadsheet
error influenced the differing results in a marginal way. Equation (3) shows the
weighted averaging scheme:

$71,GDPyy %72, GDPey I GDPyy
B T 3

n >

where B, — average GDP growth of i-th basket; GDP,y — GDP growth in year ¢ of
country X; z, — number of periods n-th country is included in a considered basket; n
— the number of countries in a considered basket.
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Equation (4) shows the unweighted averaging scheme:

B = Ziz1Xée1 GDPex )

L nxz s

where: B, — average GDP growth of i-th basket; GDP,, — GDP growth in year ¢ of
country X; z, — number of periods n-th country is included in a considered basket; n
— the number of countries in a considered basket.

Therefore, the Reinhart-Rogoff controversy (neglecting the Excel miscoded for-
mula) is a case of a situation where econometricians arrive at contrary conclusions
drawn from the same data set. As the reductio ad absurdum argument follows, it is
impossible to interpret both results because of their contradictoriness realistically. Let
me discuss two features of Méki’s (2009) model of modelling: audience E and com-
mentary C.

First, what audiences are these two cliometric analyses aimed at? The difference
caused by averaging scheme choice resulted from a various number of years each
country was included in a basket of very high public debt. Considering the two ways
of averaging GDP growth in each basket, it is justified to conclude that the weighted
formula is well suited for countries which do not fall into a basket under consideration
too often. On the other hand, the unweighted approach biases the result so that it de-
scribes the average economic development of countries suffering from high debts for
longer periods of time. Therefore, the two approaches are aimed at differing audiences
E. However, the recent analyses suggest that there are other factors (e.g., the strength
of democratic regime) that shape how the economy responds to high indebtedness
(Maziarz 2016).

Second, both Reinhart and Rogoff (2010) and Herndon, Ash, and Pollin (2014)
failed at delivering appropriate commentary C. For instance; the original study was
instrumentally used by advocates of austerity at the Treasure for implementing such
policy. Most commentators have even drawn a causal conclusion from this strictly
correlational research. Moreover, Reinhart and Rogoff (2010) did not mention exclud-
ing New Zealand and Spain from the sample due to lack of feasible estimations of their
GDP, what additionally made the misunderstanding stronger (Maziarz 2017). In a sim-
ilar vein, Herndon, Ash, and Pollin (2014) exaggerated the influence of the spreadsheet
error. Summing up, the contrary results may be associated with different audiences £
and inappropriate commentaries C of the two analyses what does not undermine their
resemblance.

Also, results of cliometric research on the expansionary fiscal contraction hy-
pothesis are divided because of methodological decisions what, bearing in mind
Maiki’s (2009) model, can be explained by different purposes P of the methods under-
lying contrary results. Jaime Guajardo, Daniel Leigh, and Andrea Pescatori (2011) re-
futed the positive short-term effects of cutting government spending. On the contrary,
Alberto F. Alesina and Silvia Ardagna (2009) delivered results supporting the expan-
sionary fiscal contraction hypothesis. The results differed because the two teams of
researchers indicated different years as moments of cutting spending. Only less than
30% of years of austerity was identified as such in both analyses (Maziarz forthcom-
ing) because the two teams applied various methods of deciding when governments
cut their spending. Alesina and Ardagna (2009) analysed cyclically adjusted primary
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balance and defined spending cuts as CAPB; > 1,015 * CAPBy.;. On the contrary,
Guajardo, Leigh, and Pescatori (2010) employed methodology coined by Christina D.
Romer and David H. Romer (2007), i.e., analysed narrative records. Both methods
have positive and negative sides. For instance, changes in CAPB can be caused by
unexpected changes in GDP. On the contrary, narrative records can overestimate
spending cuts because governments are likely to publish pro-austerity plans and not to
realise them.

Since the expansionary fiscal contraction hypothesis cannot be true and false at
the same time and about the same sample of countries, then the realist interpretation
should be rejected or, extending the criticism to the extreme, the lack of robustness
undermines the whole project of econometrics (Lawson 1997, 2016). However, the
realist approach can be defended by indicating that these two analyses serve different
purposes P; and P. In detail, the CAPB-based approach will likely be more useful in
economic policy setting when a government sets its goal regarding reducing CAPB.
On the contrary, the method based on narrative records will help in predicting changes
in GDP (for planning investments, instantiating) when a government announces spend-
ing cuts because the narrative-based approach inherently estimates the likelihood of
succeeding, i.e., cutting government spending indeed.

5. Concluding Remarks

Above, I applied Maki’s (2009) model of modelling to defending the realist interpre-
tation of econometrics and showed that contrary results obtained by econometricians
depend on the pragmatics of estimated models. In detail, I analysed three case studies:
Sala-i-Martin’ (1997) remarks on growth macroeconomics, Reinhart-Rogoff contro-
versy, and two types of research focused on empirical verification of the expansionary
fiscal contraction hypothesis. First, contrary results of the empirical growth macroeco-
nomics resulted from resembling various aspects of reality, i.e., models M; and M>,
consisting of different sets of variables, aim at resembling divergent targets R; and R>.
Second, the Reinhart-Rogoff controversy exploded because, employing Méki’s (2009)
terminology, the two contradictory analyses were aimed at divergent audiences £; and
E> and Reinhart and Rogoff (2010) and Herndon, Ash, and Pollin (2014) failed at
providing appropriate commentary C. Third, the two types of research focused on the
expansionary fiscal contraction hypothesis were aimed at divergent purposes P; and
P,

Applying Miki’s (2009) model of modelling to defending the realist interpreta-
tion of econometrics faces several difficulties. First, this approach seems to be similar
to instrumentalist and pragmatist approaches and the differences (if they are signifi-
cant) should be further elaborated on. Second, (ModRep) is very fruitful in defending
any models and may be accused of being an invitation to relativism. However, the most
critical area of further research for philosophers of econometrics is the emerging con-
trary results phenomenon, which is poorly understood today. In the hitherto literature,
there are two articles focused on it (Goldfarb 1995, 1997) and, according to Google
Scholar search engine, 22 mentions of it even though this phenomenon might be very
influential on economic policy, what the Reinhart-Rogoff controversy showed. Fi-
nally, the question if the realist approach to econometrics defended above is indeed
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different from treating empirical models as tools helping in policy-making in line with
instrumentalism needs to be addressed. If these two approaches are indifferent from
the epistemic viewpoint, then, considering the Occam’s razor, the realist reading of the
econometric project should be abandoned.
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