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‘The Map is not the Territory’, and yet we persist in finance/economics to paint the world using mathematics alone. Complexity Economics on the other hand tries to involve General System theory and Chaos in the mix describing a world of strange attractors, social behaviour and networks but to me it still seems incomplete without good reference to cellular automata, Stafford’s VSM and the work of Maturana/Varela.

 

As recent as June 19th the derivatives market is ignorant of the complex nested networks that society builds because they continue to refer to a 2-dimensional world devoid of a proper account of Time and the complex iterative effects their products have on the world: If they looked at themselves as Weathermen they would already know where the chaos is coming from.

 

From my point of view if we look at the world as the context for financial interaction, upon businesses as transitory agents with simple rules then we could describe economics as a nested set of systems grouped by industry with competing goals and resources.

 

The problem facing us is how and when does a business become a system fitting Maturana/Varela’s definition, and what rules should we append. Here I believe the VSM has already done the job but in getting internal consistency we need to know what data is needed: It would seem to me that data already in existence is too complex and generally irrelevant.

 

In resolving many of the questions posed to me in business the same problems occur and can be solved if better metrics were designed and a more fuller understanding of Time investigated in the instruments needed to manage risk.
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