July 27, 2000

Socio-Economics. The Third Way

Gary D. Lynne

For presentation in the Ingtitutional and Behaviora Economics Free Session, “ Alternative Socid and
Behaviord Theories Is There Common Ground?’ a the Annua Meseting of the American Association
of Agricultural Economics, Tampa, Florida, July 30 - August 2, 2000

Copyright 2000 by Gary D. Lynne. All rights reserved. Readers may make verbatim copies of this
document for non-commercia purpose by any means, provided that this copyright notice gppears on al
such copies.

"Professor, Department of Agricultura Economics and School of Natural Resource Sciences,
University of Nebraska-Lincoln. (http:/Amww.ianr.unl.edw/agecorvlynne)



Socio-Economics: The Third Way

... because no alternative theory of human agency was proposed to replace the idea of individual
utility maximization, the centre of the neoclassical system remained unchallenged (Hodgson, G.
Evolution and Economics: On Evolutionary Economics and the Evolution of Economics.
Northhampton, MA: Edward Elgar, 1999).

The Society for the Advancement of Socio-Economics (SASE) recently held the 12" Annua Mesting,
an even dozen years Snce SASE was organized on the basis of the intellectud foundation laid in Etzioni
(1988), a foundation that recognizes the fundamental tension within individuas. This tenson extends to
society and is represented in a conflicting tenson between the “1” and the “We. It seestha anew
“theory of human agency (in the Hodgson quote?)” is needed.

Socio-Economics recognizes that intelectua idands (see Figure 1) have been built over the
past 100-years or S0, as represented by the inhabitants on the NeoClassEcon Ide focused on the “1”
and theinhabitants on the Sociologic Ide focused on the “We,” with neither adequately addressing the
baancing of thetensons. Neither has been able to build atheory of human behavior that recognizes
both tensions. Rather, the Ides have been kept apart. On the former Ide, the rationa calculators do
arithmetic to make sense of the nonsense and on the latter 19 e the normative moralists see doing

arithmetic isthe nonsense. On the yet to be built land mass reconnecting the Ides, | see the potentia

'Hodgson was commenting on why the Sraffian critique of the neoclassica theory of aggregate
production functions (and capital theory) never took hold. He lists severd other reasons, but this one
seemsthe mogt sdient. It is perhgps alesson for the indtitutiona and behaviora economigts, generdly,
that we seemingly must propose a viable new theory of human behavior if any progressis to be madeto
augment or replace the neoclassicad modd.
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for an emergence of anew sense, the possihility of The Third Way,? which was the title of the opening
session for the 12" Annua Mesting of SASE. On this new land mass we will see the emergence of a
new theory of human agency, a new theory of human behavior, one that restsin our fundamental
evolution as biologica products of nature as well as of nurture and culture.

The need for a Socio-Economics built in the spirit of The Third Way recognizes the current lack
of bridges, other than some creaky, swinging (and sometimes floating, and not even moored!) bridges,
between the Ides, over and through quite turbulent waters. 1t seesthat the Ides split at amuch earlier
time, as though in some cataclysmic geologica event, dong the lines of the Methodenstreit (Swedberg,
1990, p. 10), with a particularly sharp confrontation between what were to become the two Ides a the
mesting of the American Economic Association in 1894. The sociologists were told that “ sociologists
have no right to stake off for themsdlves a portion of socid science without the consent of the
economigts (Swedberg, 1990, p. 10).” This event represented the environment that set in motion the
development of separate departments of economics and sociology in American univerdties. This
separation was further reinforced in the 1930s with the split in the territory between the rationd and the

irrationa, as agreed by Robbins of the NeoClassEcon and Parsons of the Sociologicus (Ingham, 1996,

%A casud search of the Web for “The Third Way” reveds it has many meanings, everything
from a WebSite devoted to Henry George' s single tax ideato describing the new center-left politicsin
both Europe and the U.S. Perhgps most importantly, the terminology comes with its own set of vaues,
leading to the *“common sense” of 4ill another way of defining politica philosophy. The terminology is
used here somewhat differently, to mean akind of socia theory that encouragesiits practitioners to at
least reved the underlying vaue system, and perhaps to engage in mord inquiry. The Third Way
encourages dia ogue about the underlying vaue presumptions of al theories, including that of
neoclassical economics and the tool we know as microeconomics. These are not value free andytica
engines. The Third Way herein asks each of usto explicitly include the vdue system, reved the mord
dimension in the economic modding, and open the vaues for inquiry and congderation.



p. 244). Since that time, the cores of the two subjects have continualy moved ever further gpart with
the result being “that our understanding of the modern world has been serioudy impaired by this divison
of intelectud labour (Ingham, 1996, p. 244).” The chalengeisto move the two cores onto the new

path, The Third Way, taking what we can from each Ide as we build the new land mass in between.

Under standing what is on Each Ide such that we might see The Third Way

As economists, we can perhaps better understand what is on each Ide through seeing that another set
of inhabitants co-exist with the Sociologic. This rather eclectic subgroup of individuas represented are
the IngtitutEcon, some of them even taking the risk of meeting the NeoClassEcon on the bridges on
foggy days when others cannot see, or even meeting in the turbulent waters inbetween. Intriguingly, the
IngtitutEcon share the rather unique experience of not being really accepted by ether the Sociologic or
the NeoClassEcon. Y et, the Sociologic do yiedd asmal amount of their territory, and, while many on
both Ides (especidly that of the NeoClassEcon) have predicted the demise of the IngtitutEcon due to
shrinking numbers, they seem to have a certain resiliency, and ability, to stay out of the critica zone,
and somehow manage to keep a certain mass. Perhaps this resiliency, done, suggests the possibility of
athird way, on which some within the IngitutEcon aready tread.

One of the more prominent members, in fact, recently went so far asto clam that the
IngtitutiEcon are on the “threshold of a great transformation (Samuels, 1995, p. 570),” seeing some new
Idethat it is not gpparent to either the Sociologic or the NeoClassEcon.  And, while he did not clarify

where this Ide will be built, or whether it can be maintained on the Sociologic Ide, or perhaps will



involve an imperididic invasion of the Ide of the NeoClassEcon, and what its nature might be, it is
useful to consder how he sees this part of the Sociologic Ide as contrasted to the Ide of the
NeoClassEcon.  In Figure 1 we see the IngtitutEcon (following Samuels, 1995, pp. 573-575) 1)
emphasizing socid and economic evolution with the need for an activist orientation in order to affect that
evolution in contrast to the dtatic, mechanical world operated by the invisble hand; 2) affirming the
importance of socid control in contrast to the market as the system of control; 3) proposing technology
asamagor source of transformation in contrast to atrend variable to handle the noise in equilibrium
behavior; 4) seeing power structures as the ultimate determinant of resource alocation in contrast to a
presumption of dispersed power in the markets; 5) focusing on the processes by which human vaues
are ensconced in inditutions, structures and individua behavior rather than on the reative prices of
commodities; seeing that culture molds individuas (and individuas mold culture) rather than presuming
the immaculate formation of the consumers (and producers) tastes and preferences; operating in
plurdigtic and democratic ways while paying atention to the vaues of the masses whether in the
markets or not; seeing problems in holigtic terms, including much more than the market mechanism for
which the economist is the expert, and thusinvolving dl the disciplines. Overdl, the problem on the Ide
of the NeoClassEcon isthat the “pursuit of the mechanics of price determination triviaizes what the
economy isdl about, and excludes considerations of socid control and socia change and al that they
entall (Samudls, 1995, p. 575).” Y, problems exist on the Ide of the Sociologic and within the reelm
of the IndtitutEcon in that too much focusis put on that very socid control and socid dement. As
Dusenberry (1960, p. 233, cited in Granovetter, 1985, p. 484) quipped, “economicsis all about how

people make choices; sociology isdl about how they don't have any choicesto make,” while the truth



of the matter rests somewhere inbetween, as represented in The Third Way. In fact, Granovetter
(1985) asks for consdering the economy as embedded in the sociad structure, and thus to consider
looking at the individuas economic actions as influenced by it, but not necessarily controlled by same.
The fundamenta problem on the Ide of the Sociologic is the lack of a common ground on which a
common theory of individua human behavior rests. In fact, arguably, the Sociologic (and the
IngtitutEcon in their midst) dl lack a coherent theory of individua human behavior. And, until oneis

formed, it isunlikely that the Ide of the NeoClassEcon will loseits influence, or shrink in size.

The Residents of the Idesare At L ogger headsin the Moral | Amoral Domain

While the Samuels (1995) list is helpful, it does not really get to the crux of the matter regarding why
the Ides are separated. In fact, the defining line is on the mord | amora division between the two Ides,
and thuswhat it is that motivates individuas. We see this fundamenta defining line between the Ides
through Khdil (1998, p. 614) in his response to critiques of a paper he has written (see Khdlil, 1997) in
an atempt to suggest directions toward atruly unified socid theory:

In my essay | tried to locate exactly the origin of the disagreement between the moraist
and the amordist position and, consequently, the scope of economics. | argued that the
bone of contention is not that the neo-classical paradigm does not recognize mora
sentiments, which it clearly does. It israther about how to model such sentiments. For
the amoraist agenda, commitments are no different from ordinary tastes and, hence,
both are smoothly substitutable a the margin. For the mordist position, commitments
are some kind of pre-given precepts according to which human behavior must be
judged. | suggested how to supersede, while retaining the positive dements of both
positions. It is possible to avoid the implication of the moraist position —viz, mord
norms are metgphysicdly given —without faling into the flat world of the amordist view
which cannot account for some empirica anomalies.
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The crux of the matter lies in the chasm between the amora tradition exemplified in Robbing/Becker on
the NeoClassEcon Ide in contrast to the mord tradition represented in DurkheimyEtzioni (and Parsons)
on the Sociologic (and IndtitutEcon) Ide.  While not using the terminology amord, Nelson (1991) is
saying the same thing when dlaiming that neoclassica, maingream economics is an economic theology,
with the NeoClassEcon being the new priests, who are not telling the parishioners that a vaue system
of acertain kind, acertain kind of mord dimension asit were, is the underlayment of the economic
preachments. Thisisto say, the NeoClassEcon do not acknowledge that the human isaso amora
anima, aswdll as a pleasure seeking/materidistic animal.

In the Nelson (1991, see esp. pp. 20-21) rubric, we have the Roman Tradition of reason and
rationdlity on the Ide of the NeoClassEcon, which isthe amord I1de in that the mora dimengionis not
revedled and debated. We dso have the Protestant (read Protest — Tant) Tradition of doing-the-right-
thing in the mora sense, whichiison the Sociologic Ide (and within the IngtitutEcon) where the one
thing worth debating are the values, or, asin the SASE Declaraion, debating the role of the
“inditutions, emotions, socid bonds, vaues, and a sense of mordity” (

http://mww.sase.org/conf99/decl aration.html ) in economic decisions. The problem is, we do not seem

to be able to see that an element of truth rests on both Ides, that humans are both materia and
concerned with doing the right thing, pleasure seeking and mord, or, as Bromley (2000) describesit in

ardated notion, there are two realms of reason: caculation and sentiment.

The Evolution of the Society for the Advancement of Socio-Economics (SASE)



SASE proposes to dow the drift and perhaps even reconnect the Ides, and, if not possible, at least
build some solid bridges with ends extending at the pace with the drift, that help the courageous residing
on the Idesto vist the other and see what ideas might be imported. 1t encourages the new species, the
Integratoricus, the individual who gpplies sociology to economics and economics to sociology. The
hope isthat perhaps a new Ide will develop and be populated by the Integratoricus.  Importantly, the
Integratoricus may aso have severd subspecies, including aso the EconPsychologicus and
PsychoEconomicus, as wel as others within the Socia Scientificus. SASE aso proposes trade among
the 1des, and occasondly imports some of the most prominent on each Ide for joint visitsin such things
as Roundtables, and Invited Papers, where upon dl the Integratoricus gather around the Digiplinicus
presenter and try their best to make sense of it dl.

Inrelated Ide building, abook has even been published where one brave EconSociologicus
(see Swedberg, 1990) persondly visited many of the most prominent citizens on each Ide with the
quest to find out the possihility of a Unified Theory, one that might go beyond, possibly even transcend,
the Homo Economicus Theory of Greed and Hatred and the Homo Sociologicus Theory of Sacrifice
and Love. Intriguingly, many of the Most Prominent pointed toward the Fertile Inbetween Waters and
could see the upswelling and future growth of perhaps a new SocioEcon Ide, an Ide that eventualy
perhaps would grow so wide and so high one day asto sweep dl into its boundaries, with bridges no
longer necessary. The Prominant Ones could aso see the much low hanging fruit that could be picked
right now, even on the small land area of the new Ide that has dready poked out of the turbulent waters
inbetween the Dominant Ides. All on this new Ide would be working together in akind of

Socid Scientificus Consilience, using the title from a book that sees a reconnection of dl the Ides and



Continents of al scientific inquiry (Wilson, 1998) into one.  Indeed, Wilson sees a Unified World,
eventualy populated by only the Integratoricus, this new creature of evolution contributing to one theory
across dl the stiences, including the Socid Scientificus, Naturdificus and Physicdificus. We might
epecidly anticipate this Integratoricus would interact with the EvolutPsychologicus, and make the
connection to evolutionary biology. Some of the elders among the Prominent Ones pointed out, in
fact, that thisis the mass that was origindly split into the Ides and Continents anyway, so it should be
possible, in principle, to reconnect dl the Ides.

In fact, even as recently as 200 years ago, as the wisest Elders on both ides know, Adam
Smith wrote two books (1789, 1790), that, when integrated, hold the potential to show the basis for
the fused Continent of the Ides. Smith had dready recognized the natura tension between the “I” (see
Smith, 1789) and the “We’ (see Smith, 1790). The Impartial Spectator, the “We’ part of the
individua, was to condition every individua economic action conddered in the “I” no matter what
forum, but certainly in the markets. Smith seemingly would gpprove of the concept from Khail (1990,
p. 266), who proposes that individuals emerge as a distinct entity on an dternative plane, an unique I-
We, on the Ide inbetween, akind of Integratoricus, wherein the Impartial Spectator has operated from
apoint of sympathy and empathy. The others-interest, in other words, has conditioned the self-
interest. Y et, the self-interest has aso conditioned the others-interest. The interests, reflecting two
fields of incommensurable utility (see Etzioni, 1986) rather than one, are interdependent, nonseparable,
and joint.

Rdating to the specific detalls in the history of SASE, | cannot claim any substantive acumen. |

do know that it started amidst agreet ded of optimism and excitement about the possibility of building



upon an interdtitia middle ground between the economists and the sociologists. Other socid scientists
were aso welcomed in, with afew from the other Ides (eg., the Palitic Ide) dso now inthe
membership ranks, including a substantial presence from Business Schools. In fact, in the early days,
the then quite active Society for the Advancement of Behaviora Economics (SABE), composed mainly
of psychologica economists (economists who apply economics to psychologica problems) and
economic psychologisgts (psychologists who apply psychology to economic problems), happily joined
with the sociologigts to form the new SASE organization. The Journa of Behaviord Economics was
even offered as the contribution of this group: This became the Journd of Socio-Economics located at
Wegtern lllinois University. The editor has been Professor Richard Hattwick, an economist quite
active in encouraging the development of new theory at the interstice of the fields. Intriguingly, perhaps
due to the economic tone of the Journd, the sociologists within SASE recently tried to move the Journd
away from its economic focus and make it an exclusive journad for SASE and the sociologists who now
run that organization.

Perhaps fortunately, and only time will tell, the Journd was recently sold by Western lllinois
Univergty to Elsavier Press, and its emphasis kept on economics, while maintaining an interdisciplinary
focus. The new editor is Morris Altman, Professor and Chair, Department of Economics at the
University of Saskatchewan, with the co-editor, John Tomer, aprofessor of economics at Manhattan
Collegein New Y ork. Both of these individuds lean toward the behaviora (psychology) side of
economics, so we can perhaps reasonably expect the new Journa to move in this direction. Both
editors are aso active members (Tomer is President) of the Society for the Advancement of Behaviora

Economics, with SABE currently seeking more liaison with the International Association for Research in
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Economic Psychology (IAFREP), a European based organization composed mainly of psychologists
and socid psychologists who apply their trade to economic matters.  This group publishes the Journa
of Economic Psychology. The annua meeting of both SABE and IAFREP was jointly held in Baden-
Viennain 2000, with joint meetings scheduled every other year heregfter. SABE will dso maintain a
connection with SASE, even though it has become clear that the old rift between economists and

sociologists has yet to be resolved within the SASE organization.

ActivistdInterventionists Within SASE: Objectivity v. Subjectivity

Around the turn of the century, many economigts distanced themselves from the sociologists and the
indtitutional economists due to the activigt culture built into many programs of sociology. At the same
time, economists became more closely associated with the physicists, who were building a physica
mode consistent with Newtonian mechanics. This association ensured an ever degper chasm as
between the economists and the sociologists, due to the latter being more closely associated with
Darwinian evolutionary theory rather than Newtonian theory. Asindicated in Figure 1, itisthis
connection with evolution more generdly and socia/economic evolution specificaly, thet leads to the
explicit activigt orientation on the sociologica Sde. We see this higtoricad tendency toward activism and
intervention in the 1999 Madison Declaration by the SASE on the Need for Socio-Economic Research

and Theory ( http://mwww.sase.org/conf99/declaration.html ):

The coordination and control of economic ingtitutions and activities is occurring
smultaneoudy at different geographica levels (e.g., sub-nationd region, nation-date,
transnationa region, global). Good economic performance increasingly requires that
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economic actors are coordinated across spatid levels at the same time because actors
are more and more nested in nationd and internationd ingtitutiond arrangements.
Systems have become more interdependent than was the case only a few decades ago,
and the digtribution of power and resources across geographical levelsis more
complex.

For ingtance, the coordination of money and finance is often regulated at levels beyond
the nation-gate, whereas taxation, welfare functions, and training take place within
national boundaries. While business firms express preferences for market freedom,
other groups target the nation-state for protection againg the effects of markets. This
makes coherent economic policy and ingtitutiond planning more difficult than ever. In
particular, as firms and markets become organised within amultilevel globa system,
governments are finding it both necessary and difficult to adjust their education and
training systems, bargaining structures, and systems of innovation to internationa
competition. Even so, coordination of economic actors at the level of the nation-state
remans critical.

Theinterventionist overtones are clear. Economic actors need coordination. | question it, and, as an
economigt with a utilitarian stripe, do not see this as the most productive route for aunified theory. We
seemingly do not need a theory on how to control individuas, something that the Grand Experiment in
Socidism in various regions of this Planet over the last 50+ years or S0 has demondtrated is not an
appropriate direction. This part of the SASE Declaration addresses the macro, and is lacking in many

respects.

Y et, a amore fundamentd levd, that of the micro, more fundamentd in that it is at the micro
individud level that dl action springs, the SASE Declaration seems to offer something awfully

important. It continues:

At the micro-level, these devel opments emphas se the urgent need to examine the socid
psychologica and cultura sources of economic behaviour. The diversity and
interdependence of economic practices and ingdtitutions throughout the world force usto
reconsder the standard concepts of sdf-interest and atruism, and the usefulness of
means-ends rationdity in pursuit of them. Thisinvolves comparative analyses of the
systematic differences between the goa's pursued by individuals and collectivities and
their use of different caculdive rationdities.
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And, after listing avariety of research topics, including perhaps the most important one, acal for

development of theory on “the limits of rationd sdlf-interest”, the Declaration heads toward the crux of

the matter:

Socio-economics. . . focuses on economic action in its socid and historical context
and is particularly appropriate for dealing with these issues. It assumes that economies
are embedded in societies, polities and cultures, as well as being dependent on the
natura world. Drawing upon economics, sociology, anthropology, biology and other
natura sciences, philosophy, history, law, management and other disciplines, socio-
economics regards competitive behaviour as a subsat of human behaviour within a
societd and natura context that both enables and congtrains competition and
cooperation. Rather than assume that people act only rationaly, or that they pursue only
short term sdlf-interests, socio-economics advances a more encompassing
interdisciplinary understanding of economic behaviour that views individua choices as
being shaped not only by notions of rationdity but also by ingtitutions, emotions, socid
bonds, vaues, and a sense of mordity.

It is on the “indtitutions, emaotions, socid bonds, vaues, and a sense of mordity” and how sad
dimensonsrdate to people acting “only raionaly” while they pursue “only short term sdf-interests’ on
which we must focus. | see an Ide of EvolPsycholgic, i.e., the activity of the evolutionary psychologists
with their connection to neuroscience, as the connecting piece of land between the two Ides (see Figure
1).

Asan asde, and in order to movethisdirection, revesalsthe need for akind of Consilience, a

hope implicit in the Declaration (_ http://mwww.sase.org/conf99/decl aration.html )

SASE isan avowedly inter-disciplinary association concerned with the integration of
economic theory with the theory of other disciplinesthat dedl with the human condition.
A basic assumption isthat socid redlity is complex and dynamic, and its andysis
therefore requires the integration of theories from severd disciplines. Organizations not
only respond to market forces but aso can create new markets and rules of the game.
There are an increasing number of economists who redlize the need to include
perspectives from other disciplines, such as evolutionary and indtitutional economics. A
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new socio- economic synthesis that makes economics and the other socid sciences

more practicaly and theoreticaly relevant could liberate them from their academic ivory

towers. Additionaly, universities need to congder restructuring curricula and the

boundaries of the human sciences to encourage the integration of socid, psychologica

and economic approaches to economic action and development.
Notice the room in universities opened for the Integratoricus, i.e., opening aroom for the Integrator in
Univergtiesto work at the interstices of the established disciplines, with due recognition in the Old 1des
that the integrators are aso doing science, sometimes ever more basic than that in the disciplines. This
ongoing integrative science is about far more than multidisciplinary activity on the bridges: Thisis about
moving the land masses together, and causing up-swvellings inbetween, and fusing the old dichotomies.
And, as noted, these new gyle Integrators must resolve the “sense of mordity” v. “only rationd sdlf-

interes” debate, in building a new economics, anew Ide, or, as Etzioni (1988) suggested in thetitle of

his book, we need to address The Moral Dimension in the move Toward a New Economics.

A Metaeconomics Solution: The Simple Case of Recycled Paper

The fundamenta problem is that individuas are more complex than that perhaps envisoned on either
the Ide of the Sociologicus or that of the NeoClassEcon. In fact, individuals seem to be pursuing both
amord utility and a pleasure utility (Etzioni, 1986), or perhaps amateria and a symbalic utility (Khdlil,
1997). The others-interest is represented in the former, and the sdf-interest in the latter, with both
utilities, though incommensurable, pursued in ajoint, interdependent fashion. The two kinds of utility
play-off againgt one ancther, in a dynamic fashion with feedback. In fact, we would see the evolution

of the preferences, and, over along enough time, such evolution being related to the evolution of the
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brainitsalf. We propose a new theory of human behavior, one that recognizes at least three forces at
work at any given point in time, and the redlity that evolution is an ongoing process.

Perhaps one smple example can help usisolate the main issues that arise when we redlize that
individuas pursue two joint utilities, aswel as show a reasoned possibility for baancing the tenson and
conflict between same over time. | am representing many threads in the scientific literature as drawn
together in severa of my own published papers, going back to the mid-1980s when students,
colleagues at the University of Floridaand | started down this path (see, eg., Lynne and Rola, 1988;
Lynne, 1995; Lynne et d., 1995; Lynne and Casey, 1998) The path, in the direction of The Third
Way, has continued during my tenure at the University of Nebraska (e.g., see Lynne, 1999), with
further daboration in severa working papers3

We offer here a metaeconomics theory that goes beyond and transcends microeconomics, and
is offered in the spirit of the answer to the question “What is Socio-Economics?”  (See the Website:

http://wwwv.sase.org/aboutsase/aboutsase. htmI#A SASE ):

Asan emerging meta-discipline ... beginswith the assumption that economicsis not
a sdf-contained system, but is embedded in society, polity, and culture. . . . regards
competition as a subsystem encapsulated within a societal context that contains vaues,
power relations, and socia networks. The societd context both enables and congtrains
competition ... assumesthat interests are not necessarily or automaticaly
complementary and harmonious, and that societal sources of order are necessary for
markets to function efficiently ... further assumes that individua choices are shaped
by vaues, emations, socid bonds, and mora judgments rather than by narrow sdlf-
interest. Thereisno apriori assumption that people act rationdly or that they only
pursue sdf-interest or pleasure. . . . regards inductive studies as co-equd in standing

with deductiveones ... isboth apostive and anormative science ... openly
recognizesits policy rdevance and seeks to be self-aware of its normative implications
rather than mantain the mantle of an exdlusvely postivescience ... littleinterestin

criticizing neoclassical economics per se, and seeks to devel op aternative approaches

3The Working Papers are available at the Metaeconomics WebSite:
http://mww.ianr.unl.edw/agecon/lynne/metaeconomicshtm .




15
that are predictive, exemplary, and mordly sound ... doesnot entall acommitment

to any oneideological postion, but is open to arange of postions that share aview of
treating economic behavior asinvolving the whole person and dl facets of society.

To meet the chdlenge of this charge, we start with the basic biology of the triune brain as posited by
Cory (1999), who draws on neuroscience research. We see the work of the evolutionary psychologists
and neuro-scientigts as fundamenta to filling in the gaps and fusing the Ides (see Figure 1). Thisnew

theory is based in biology and the very evolution of our beings, and as such is an evolutionary theory.

The triune brain concept from Cory (1999) suggests the core of the brain holds the egoistic
tendency that leads to the pursuit of an evolving sef-interest (Figure 2). The intertwined empathic
tendency leads to the pursuit of an evolving others-interest, congtantly being weighed back and forth
with the sdf-interest. The even more complex intertwined overlayer, holding The Will, balances the
conflicting elements represented in the ego (1) and the empathy (We), the self-interest (U°) and the
others-interest (U°), and resolves the tension over time. Asthe InstitutEcon aso see, the essence of
human experience isthat of conflict, and, now we see this as the conflict between the egoistic and
empathic tendencies. We do not see the blissful representation of a person, over time continualy being
in adatic pursuit of an unchanging sdf-interest like that conceived by the NeoClassEcon.
Metaeconomics recognizes the constant evolution of preferences, formally introduces the
empathic side; and adds The Will asthe vehicle for finding a satisfactory balance between the
egoistic and empathic forces. Metaeconomics fusesthe Two Idesinto One Ide, where upon the
Integratoricus reside, and evolve aong with the rest of the humans in this co-evolving economy, society

and natura stting.

We seek a parsmonious model to represent this evolving triune brain. We gart with the
sovereign consumer, and retain the utilitarian view thet it isthe individud that isto count. Itisthe
individud that is the well-spring of action. We seek atheory consistent with a methodol ogical
individudism. Y et, weredlize the problem in making the micro-to-macro trangtion, and see this

individua taking action over time with good conscience, emerging over time as the didtinct entity, while
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stopping on the way at the Sation of the Impartid Spectator. A good Starting point, then, isthe
gandard diagram of indifference, showing an egoistic set of indifference curves arisng from a
background field of sdlf-interested utility, Us. In order to represent the *ingtitutions, emotions, socia
bonds, vaues, and a sense of mordity”, dl of which pertain to the empathic dimension of the human
brain, we introduce another set of empathic indifference curves arisng from its own field of others-
interegt utility, U°. Thetwo fidds of utility are proposed asincommensurable, following Etzioni (1986),
while at the same time being generally nonseparable, interdependent and joint. We depict the two sets
in Figure 3 as overlapping, with each set tangent to a budget line, such as RRN. We see the possibility
over time of one set influencing the other set with an active Will deciding the balance and thus affecting

the evolution.

We need another analytical device to better understand this mix of satisfactory and optima
conditions aong the dternative paths and demand curves. Moving aong a budget line RRN we can
trace the relationship between the two incommensurable utilitiesin Figure 4. Notice how it isin the sdif-
interest to also increase the others-interest in the region RAN (both Figures 3 and 4); and, it isin the
others-interest to pay some heed to the sdlf-interest in region RICN Y, it isirrationd to stay within
either region. Metaeconomics suggests arationa dlipse 0AZC0.*  Also, now we see that
optimization over timeis the outcome of an operant will, giving an emerging 1-We represented in the
ratio (J/4) (see Mahematica Appendix for the definition of these parameters). If the will is oriented
toward the ego and the sdlf-interest (the “1” as empiricaly represented by 4), then point BN will emerge
closer to AN, with sdlf-interest utility maximized at AN; if the will is oriented to the empathy and the
others-interest (the “We' as empiricaly represented by J), then point BN will emerge closer to CN, the
others-interest utility maximized at CN. If the will has, instead finds a satisfactory mix of the two
utilities, we find the intermediate point BN where neither kind of utility is maximized.

“Note that it does not have to be an dlipse, which occurs only because 0AZ and 0CZ are
shown to converge & Z. The shape of thisareaiis redly an empiricd question: We may find for
example that the two paths are largely paradld, never crossing.
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We see further that at BN the mora dimension adds a subjective element to pricesin that (J/4)
drives (p,/p,) and that prices add an dement of rationd calculation to the mord dimengion in tha (p./p,)
drives (J/4).> We also see that BN represents a satisfactory baancing of the two kinds of utility, with
nather utility being maximized, akind of satifficing.

So, when you go to the office supply store and purchase some regular paper and some
recycled paper, you enjoy ajoint outcome of sdf-interest utility and others-interest utility at point BN.
Thisisto say, buying some of the ugly, recycled, usudly lower qudity paper helps resolve the naturd
tenson between doing what one wants to do along the egoidtic (sdf-interested) path 0AZ and what one
ought to do aong the empathic (others-interested) path 0CZ. On ancother trip to the store, one may
buy mainly recycled paper, close to path 0CZ. Eventudly, over time, the tension is eventudly settled
adong The Third Way path 0BZ, a path dong which neither utility has been maximized, but a path aong
which you as the consumer have emerged as the digtinct entity, and eventudly fed satisfied, at least until
the next time you go to the store. In fact, the context represented in the We or others-interest may aso
change over time, or even from store to store: Perhaps a store sdlling paper and catering to neighbors
who belong to the Sierra club may affect your purchase in that context, wanting perhapsto be
committed to that particular others-interest on that day. On some other day, or a some other time or
place, the others-interest may favor a different but yet equdly as satisfactory point BN. Thisisal quite

rational, even though not appearing so when one models only one interest.

Intriguingly, over time we might o see both indifference sets converge onto the path 0BZ,
recognizing the time related evolution to the date of a digtinct entity. We dso see that buying regular
and recycled paper suggests akind of interdependence implicit in the action itsdf.  We as consumers
aso buy into a shared value system represented in the others-interest set. It isin this sense we are

aways interdependent and not independent as standard microeconomics suggests.

In addition to the dynamic interdependence in preferences, then, we aso conclude that there is

°See the mathematical appendix.
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a subjective element to the relative prices paid for the two kinds of paper, amora dimendon asit were
that arises from the interdependence. Notice how an others-interest indifference, U° curveis present
a every point even on the sdf-interest path 0AZ: We are truly interdependent one with the other, and
prices carry amord dement. At the sametime, the relative prices of the paper have, over time,
influenced the character of the mora dimension represented in the empathy toward trees and the
environment, and, thus, aso the empathy toward others with whom you share the environment. So, it is
not nonsense to do rationd calculationsin the mora dimension. Y, it isaso now clear that an
overemphasis on the arithmetic and the calculation dong the sdlf-interest path 0AZ leaves out much that
isimportant, as in doing the right things for trees and environment by buying a least some recycled
paper. The emations, the fedlings, the affective . . . condition and influence the amounts of regular
paper we purchase, and economic efficiency that emergesin the markets. So, we decide that
efficiency has an affective, empathic and mord dimension while the mord has an efficiency dimension:
The dichotomy has been fused. The ldes of Figure 1 need to be so fused.

Y ou as consumer have over time arrived as adigtinct entity on the path of The Third Way,
path 0BZ in Figure 3 and at points like B\ in Figure 4, going beyond both your own sdf-interest and
any mordidic, atruigtic tendencies at work within yourself.  Steering toward the path of The Third
Way took will-power, an act of the disciplined will. Wefed satisfied, cam from finding balance and
not having to experience the tension tha arises when we maximize anything, like buying mainly regular
paper or mainly recycled paper at points like AN and CN. For mogt, this cadm arissswhen a
satisfactory mix of purchases of both kinds of paper is achieved at BN, eventudly ariving on adigtinct
plane that cannot be reached while paying attention only to the ego or only to the empathy, paying
attention only to the self-interest or only the others-interest.  We as humans, configured with an
evolving triune brain, seek baance over timein The Third Way. We live the dynamics consstent with

our very own evolution as one path influences the other, in constant feedback, through time.
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Conclusions

We now see one festure of the The Third Way within Socio-Economics, i.e, to explicitly and openly
include the mora dimension in economic modeling and didlogue. M etaeconmics proposes a new
theory of individua human behavior. Additionaly, Metaeconomics, proposed as an andytical engineto
be used by the Socio-Economists, suggests that the task of The Third Way is to fuse the dichotomies
inherent in our very biological and cultura beings. We seek both the material and the not-so-materid,
jointly. Asatheory, it isto be both subjectively activist and objectively andytica in that subjectivity
and objectivity, vaue and fact, are now both recognized as legitimate relms for inquiry, just like
humans are structured with both dimensions. We need to know the nature of both kinds of utility, the
character of the tastes and preferences along both paths 0AZ and 0CZ, with the focus over time on
finding the satisficing, satisfactory third way OBZ. We need to recognize The Third Way between
complete freedom in the market and significant government (socid) sanction and control of the
individua, while embracing neither and both, smultaneoudy, as the system evolves. Going back to
Figure 1, we need both evolution and mechanica gability; socia control and individua freedom;
technology driving change and change driving technology; power structures made visble and
interacting with the invisble hand of the markets to alocate resources, value processes at work in a
variety of decison forums, with mora vaues influencing prices and reative pricesinfluencing the mord
dimension; individuas are both born into culture and start with a purity of perspective that influences the
new culture thet is congtantly changing; pluralism and democracy building upon both the egoidtic and the
empathic, with adl included; economigts joining on par with dl other disciplinesto build anew unified
socid theory that recognizes the redlity of a congtantly evolving triune brain as understood and
described by the evolutionary psychologists and neuroscientists. Ultimately it isthe discipline of the

will that must do the balancing as between the empathic forces so well understood on the Ide of the
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Sociologicus and the egoitic forces understood and represented on the Ide of the NeoClassEcon.

The behaviord economists may be the best positioned to take the lead to bring about this
fuson. | would ask you to serioudy consider joining in this quest, perhgps even joining the Society for
the Advancement of Behavioral Economics to find colleagues with smilar gods on this front (See:
http://Amww.usask.caleconomics/SABE/ ). In the economic redm, the result will eventudly be the

fuson of common ideas among the IngtitutEcon and the NeoClassEcon, both groups having higoricaly
lacked the fundamenta neuroscience understanding that is just now emerging in the triune brain

concept. The theories of human behavior are not on congruence across these Ides. Perhaps the new
Metaeconomics can play some smdl role in helping reconnect the 1des through suggesting an dternetive
theory of said behavior. | encourage you to join in heping to put more flesh on this new framework. It
gppears to be an andytica engine, that in the hands of the new generation of Socio-Economists, could
eventually exceed the power of theriva engine we know as Microeconomics, and could serve to

provide a powerful engine for andydsin the inditutiona and behaviorad economics redm.
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Mathematical Appendix

The consumer pursues amaximum of the following expression, recognizing the

incommensurable nature of the two kinds of utilities

V=rUS@g.ay+1 U (g.q) +y USUP

@) tA -4y ~ b))

where g is aconsumer good, p, the price, 4 the extent to which the will is oriented toward the salf-
interest and J the extent to which the will is focused on the others-interest. The ( influences the kind
of curvature and what regions of the curve in Figure 4 will exist. The U° part reflects the interest the
individua consumer hasin others, perhaps best thought of as the commitment to others and the norms
or vauesjointly held. Notice how the g are nondlocable as between the slf-interest utility Us and the
others-interest utility U°.
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Assumefirg that (=0, i.e, that
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S0 we have interests independence, giving first order conditions of the character:
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Solving (6) for g, and subgtituting into congraint (5),

(7 y°-pg - Po[PPuLLT.g) =0

and, solving for the demand function for g,
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This could be the demand for recycled paper which we now seeis afunction of own price, the price of

regular paper, income . . . and, the two parameters associated with expression of the will.

Conditions for norma and substitutable goods in the case where g, better serves the others-interest, as

for the case of recycled paper, are:

©)

(10)

(11)

(12)

(13)

Noticethat if J =0, then

wh ws
14 & =4 (Pppgsy)

adong path OAZ. Thisis the standard microeconomics demand curve with an individud in pursuit of the
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sf-interest, maximizing self-interest utility a pointslike A°, illusirating that microeconomicsis apecid
case of metaeconomics arisng when the individud has little to no empathy, dbet thereisa U°
indifference curve going through every point on OAZ. That if, the demand for recycled paper would be
driven only by the sdf interest dong some path OAZ.

Further noticethat if 4 =0

w0 w?
(15 & =41 @pPY)

aong OCZ. Here we have a case not typicaly modded in microeconomics wherein the individua has
mainly an others-interest and pursues little to no sdf-interes, i.e., buys mainly recycled paper, dbeit the
sdf-interest is being served to some extent, i.e., Us indifference curves go through points dong 0CZ.
The consumer is again maximizing utility, but now in the fidd of empathic (perhgps mord) utility.

The most intriguing caseiswhen the | and We effect arises in balancing sense, where 4 >0, J
> 0, which we might better represent from (8) as

(16) @ =47 Pypy W)

where W = the will to keep balancein | and We. Intriguingly, in the amordigt view of
microeconomics, i.e., the perspective that claims microeconomics does recognize the mord sentiments
(Khalil, 1998, p. 614), we would choose some 0 < I =k< 4;thais thel-Thou effect isfixed and

1
invariant within the rationd range, in which case (16) becomes

W, |4
(17) & t= & tprng'.V)



This appears to be the stlandard demand curve (14) from microeconomics, and would appear so in
empirica estimation. Asaresult, we could easily misinterpret what is realy on-going, in that point BN
on this demand curve does not have ether the U® or the U° indifference curves tangent to the budget
ling i.e, we are not maximizing utility in ether field of utility. Rather, we have a satisfactory mix of g,
and g, (Figure 3) and of the Us and U° (Figure 4) at B.

Now assume (0 0, i.e., D,, O 0 meaning we have interests interdependence, which yields

aus

o
+yUD 5 + (T +~{U‘53U

[ §) 34'1 =P1
aus aU° p,
(t+yU°) +(1+'{U’g)

ag, og,

(18)

Solving this expression for ¢, = 0, (py, P2, 4, J, (, US, U°) and inserting into the budget condraint,

gives the demand curve
(19) 41w=41w(P1sP2:DsT;Y: U:’ UD; .y>

which again reducesto

20) @ =4y PpPyW.3)

asin Equation (16).
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Figure 1.
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through the Ide of the EvolPsychologic to form the Unified SocioEcon Ide



Otha-Intereg HAf-Intares

Houe2 Catlid sysemsmodd of the triune brain suggesting the bdlanang of
the aharsinteret (empethy) and the Hf-nterest (ego)
(Source Cary, 199, p. 33)
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Fgure 3. Joint selff-interest (Egositic) and others-nterest (Empathic) curves
for regular and recycled paper.
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utility from regular and recycled paper
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