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• Theory is a poor guide to policy

• It is very good at alerting us to various 
possible mechanisms

• It just does not tell us which of those 
mechanisms actually work and which 
don’t

• Because theory is always necessarily 
incomplete. 

– It is based on concepts, which come out 
of our need to limit complexity. 

– It is based on behavioral assumptions 
and assumptions about the environment 
that are untested and often untestable
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