New text for “what’s on my mind”, 20th August 2002

Economic theory, culture, and antiglobalization

The social sciences as they have developed in Europe and North America over the past hundred and fifty years have established a division of labor into academic disciplines. This responds to the limited capacity of human minds to handle complexity, but it is easy to forget that economics, political science, anthropology, sociology, psychology and social psychology all study facets of one and the same social reality. Disciplines need the products of each others’ labor to build on, but the academic system in most universities punishes rather than encourages borrowing wisdom from neighboring departments.

Even more than other social sciences, economics claims for itself a separate status. Many economists behave as if their discipline is not social at all, but belongs to the exact sciences. In the meantime, economic theories are built and econometric calculations carried out based on assumptions about human behavior, both individual and social, which, when spelled out, look almost incredibly primitive and simplistic to students of other social disciplines.

In the French newspaper “Le Monde” of 7th June 2002 I read an interview by editor Philippe Simonnot with professor Gary S. Becker, prominent representative of the Chicago school of economics and author of “Human Capital” (1964).  Becker explains that part of the success of the Chicago school is due to applying economic reasoning in non-economic domains, like the family, crime, drugs, education and law. In doing this, the Chicago school assumes that the only relevant unit of analysis is the individual, and that society can be seen as a sum of individuals. Individuals are supposed to be rational, which means that in allocating scarce resources they will choose the course of action which they expect to lead them towards their goals. The Chicago school thinks that individuals, even the least educated ones, should be free to pursue their own goals. What these goals are is an issue which does not belong to economics. Chicago economics deals with means, not with ends. Becker thinks this means that the way he works is value-free.

My old Dictionary of Economics (Bannock, Baxter & Rees, Penguin, 1972), tells me that value in economics is used in two senses: A narrow one, equivalent to ‘price,’ and a broad one, equivalent to ‘utility.’ Price is measurable, but utility can only be measured ordinally, as a preference for one thing over another. As such it has non-economic roots: It is, the dictionary writes, ‘essentially a psychological thing.’ This confirms Becker: what people’s goals are does not  belong to economics. However, as utilities are ate the basis of economic calculations, what do economists base their assumptions about utilities on?

Is Chicago economics value-free? To me it is pregnant with implicit value positions. Values represent the choice of ends in life which precedes the choice of means. Choices are rational only within the limits of a values system. Our values systems are inherited from the environment in which we grew up. Many studies have shown value systems to have a national component. Therefore, nationality constrains rationality.

Chicago economics as described by Becker reflects very particular choices on three national culture dimensions: it is individualist, masculine, and short term oriented. Individualist, because it has no concept of social system. Masculine, because it has no concept of social responsibility for the weaker members of a society. Short term oriented, because it does not weigh short term against long term effects. This combination of cultural positions is relatively often found in countries with an Anglo heritage: Britain, the USA, Australia, Canada, New Zealand.

Chicago economics is the dominant paradigm of the globalizers of our days, not only within the World Bank and the International Monetary Fund, but also within multinational corporations. The value positions in their policies and practices remain implicit; like Becker, they may believe themselves to be value-free. Antiglobalizers, of whom there are many kinds, are groups defending different values. Some take issue with the globalizers’ individualism – they feel it threatens the maintenance of their society. Some take issue with the globalizers’ masculinity. They feel they are their poorer brother’s keepers. Many take issue with the globalizers’ short term orientation. They call for sustainable development. These are voices that will nevermore be silent, and will continue to challenge what presently stands for globalization.

Becker in the interview calls for economics to invade other fields of society. The struggle between globalizers and antiglobalizers shows a need for exactly the opposite: Other social sciences, the ones studying human motives, societal values, and political processes should be welcomed inside economics. In particular, economic policies for the whole world can no longer use theories founded on cultural values prevalent in a small part of this world. Differences in culture have to be taken into account. Culture as a variable is the neglected cornerstone for a global economic theory.

