Securities & Exchange Organization, Research, Development & Islamic Studies (RDIS)
Journal of Securities and Exchange, Summer 2022, V. 15, No.58, pp. 391-416

Review and Critique of Scientism and the Use of
Models in Finance*

Narges Yazdanian?, Saber Ja’farvand Azer Khiavi®

Received: 2021/12/30

Accepted: 2022/06/05 Research Paper

Abstract

In this article, with an overview of the need to pay attention to the
ontological and epistemological movements in science and scientism in
finance. First, the financial paradigms are described. Then, by explaining
positive and normative science, the compatison of their concepts along with
the useful interpretation in the application of models in finance is considered.
Also, in expressing the distance with science, the issue of using instruments
and art in finance is raised. The following is a critique of financial positivism
in a statement expressing the similarities between rationalism and
instrumentalism. Theories that are the main paradigms in finance and their
weaknesses are explicated finally, the positive or normative nature of financial
models is examined with respect to the effects of how they interact with data.
At the same time, there is a problem of translation in the model from
common language to formal and theoretical language, which is due to the
impossibility of demarcating between logical and irrational phenomena.
Therefore, epistemology is considered in the use of models in finance instead
of a purely positive science approach.
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