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1 Introduction

Economists have strugglddr centurieswith the relationship betweehe self and others
and the implications of that relationship for economic actiboseconomists in the classical
tradition of Adam Smiththe question was central to all economic analysithe wealth and
flourishing of nationsLate in the nineteenttentury,economistdegan tacorsciously relegate
the relationshio less important endeavots,the history of an older and unimportant economic
analysis. It wasubsequentljorgottenas economics becanaémost exclusivelyssociated with
the pursuit oftatic efficiency

At least in part as a result of the financial crisis in 2008, but also as a result of a rich and
growing experimental and empirical literature that demonstrates a significant gap between
predicted and actual behavids avis selfismessor altruigm, a new andnore capacious
economics has cently reemergedn this reimagining of the economic probleseaomic
analysisproposes tonvestigate the relationship between saifd otheiregarding preferences
This reimaginingeminds usthatan eonomics in which actors aseipposed to bentirely self
regarding is at odds with evidence about how people actually behavas alsaonnected
i nsi ght s TheaynfManaiSéntntests experimental regularitiesuch as
cooperation and sharing.

At the heart of tts change is a growingonsensughat economic actors are not simply
selfish or even seihterested buthey alscsacrifice their own material or physical wéking to
help others, even though, as Smith put it
S0, no promise of future reciprocity, no reputational gain, nothing but the pure joy associated
with a praiseworthy act For Smith, one becomes generous and virtuous through the imaginative

exchange of approbatipmt he fAgr eat -cenomamnm.ol 06 of sel f



This newer approaatiefend the Smithian claim that economic activity is a means by
which people acquira sense of ethics, reciprocity, fairness, trust, altruism and virtusminds
us first, that econonsts did not always pursue only efficiencyregard economic actors as
primarily selfishor entirely unconnected to fellow beings. Instead, the standard account of
economicdy which theWealth of Nationss cast differently from and independ@hfT heory of
Moral Sentimentss simply wrongheadednotwithstanding eminent scholars such as Jacob
Viner who held there was an AAdam Smith Probl
A traditional puzzle that uhegduporfedabsenceé he A
in theWealth of Nationsf the spectator who has such an important rolEhigory of Moral
Sentiments S mi t hedt sf foundagianal issues Wealth of Nationss elliptical but his
arguments presented to his young students and preserved in their lectuezetsesloped at a
more leisurely pace. To explain trade Smith appeals to the human desire to pergiacea B
trade is consummatedne muspersuadanotherthat the exchange istoh e  oiritehest.r 0 s
Thus,the spectator enters thiéealth of NationsBy an act of imaginatioane imagines the
o t h desi@sand offeran argument thatade will benefit the other
The gap between predicted and actual behavior has caused more or less discomfort
amongseconomicheoristsat different periods of timdn 1870, William Stanley Jevons wrote
aboutaibei ng of perfect g o ocadtionslermackmowledgedveré or esi ght
surely at odds with his predictions. Indeed, economists late in the nineteenth and early in the
twentieth century posited that individuals were hopelessly irrational when it came to decisions
about how much to save and wher avhom to marry. The question, fearly neoclassical
economists such aevons, Alfred Marshall, Irving Fisher and A. C. Pigou was whether or not

economics was sufficiently close to serve as an approximation for predicting behavior, and



secondand morémportanf how best to fAfi x0 rmaeoplgfFleart and i gn.
2000). In this line of thought economists were to serve the goal of economic efficiency by
teaching actors how best to behave.
As noted at the outset, all of this stands in starkcorast t o Smit hés much
in which sympathy does much moral and economic woekfor Smith and his followera dark
side of sympathglsoexists When sympathy is partial and extends only to those like ourselves,
the desire for approval warped by the desire for withigroupi factiond approval In this case
one acts so as to cooperate with those in our groupSriithand his followers, therthere can
betoo muchcooperation,aswhensgbr oups cooperate witihmg(seea pr i s
Levy and Peart 2009).
We will first examine the mechanics of how sympathy serves to motivate, to stimulate
our moral imagination; before turning how that position was attacked in the nineteenth century
with the argument that trade causes storgevolve, i.e. is negative sum. We tliscusgeal
negative sum cases partial sympathy, factiorl.close with considerations pbtential remedies
to the problem of faction.
2 The mechanics of sympathy and moral imagination
The as pec arguménth&nmuosttradiéally dfersfrom neoclassical economics
is that trade isooted inpersuasionThe link to language is inevitablequote from surviving
lecture notes:
If we should enquire into the principle in the human mind on which this diigpoef
trucking is founded, it is clearly the natural inclination every one has to persuade. The
offering of a shilling, which to us appears to have so plain and simple a meaning, is in

reality offering an argument to persuade one to do so and s daritis interest. Men



always endeavour to persuade others to be of their opinion even when the matter is of no
consequence to them
In Smithd s  peo@enearn, adapgndbecome moral by actingithin a frameworlof
institutions thaemergdargelyoutside the scope of human design, the market first and foremost.
His viewson the moralizing influence of commeraeleast partially answer thgiestiors that
neoclassicaéconomic analysis of thearlytwentieth century sortid solittle to answer: wly do
humans cooperatéfow do they gain selfontrol? Learn how much to save?
S mi tahs&es ighathuman interactionwith thosewhose interests are most similar
(e.g. with family memberd)elp people learn setfiontrolandlearn to temper emotional
outbursts! Once our interactions extend beyond the family, howesewhen a young child
goes to school, or, later, engages in economic transacitieresycountepeoplewho treatus
without indulgence
When [the child] is @ enough to go to school, or to mix with its equals, it soon finds that

they have no such indulgent partiality. It naturally wishes to gain their favour, and to

A very vyoun g-commantl; dut, wateverram itsemdtidns, whether fear, or

grief, or anger, it endeavours always, by the violence of its outcries, to alarm, as much as it can,
the attention of its nurse, or of parents. While it remainsnder the custody of such partial
protectors, its anger is the first and, perhaps, the only passion which it is taught to moderate. By
noise and threatening they are, for their own ease, oltlged to frighten it into good temper;

and the passion whighcites it to attack, is restrained by that which teaches it to attend to its

own safety.@2pWs I 11.iii.21



avoid their hatred or contempt. Regard even to its own safety teaches it to do so; and it
soonfinds that it can do so in no other way than by moderating, not only its anger, but all
its other passions, to the degree which itsdlpws and companions are likely to be
pleased with. It thus enters into the great school ofcegifmand, it studie® be more
and more master of itself, and begins to exercise over its own feelings a discipline which
the practice of the longest life is very seldom sufficient to bring to complete perfection
(TMS 11L.iii.21-22; p. 145)
Sincepeople are generally less willing these encountets indulge our mistakes, we come to
correct themThus,economic interactions have a schooling effect, to help correct myopia and
generate welfarenhancing cooperation.

Smith recognized thahe first and most steadfastyopiais that whichplaces the self at the
centeroftheuniversby t he fisel fish and orifigihral opa&s irom
a very small interest of our own, appears to be of vastly more importance, excites a neich mor
passionate joy or sorrow, a much more ardent desire or aversion, than the greatest concern of
another with whom we h@Mllin2e3; gp.ald486). Withéutthe c onn e
exchange of approbation, withdahguage there is no other amehce no requirement for

reciprocity or civility: the sense that one resides at the center of the universe simply persists.

2 fiBefore we can make any proper comparison of those opposite interests, we must change our
position. We must view them, neither from @awn place nor yet from his, neither with our own
eyes nor yet with his, but from the place and with the eyes of a third person, who has no
particular connexion with either, and who judges with impatrtiality between us. Here, too, habit

and experience havtaught us to do this so easily and so readily, that we are scarce sensible that



With language, we convey our sense of self to others, and we learn how others perceive our self
and our sense of self. We also leabout others; we exchange ideas and emotions with them.

The first lesson aboutade then, is that language forms the basis for imaginative exchange, for
the placing of o0 n eanecessaeylprecondiion fompersuadeng tbesothes h 0 e s
paty that the trade is beneficiahd for giving and receiving approval or approbation.

For Smith, this first type of exchange, the exchange of approbation helps us become moral
persons. As is well known, Smith dinetsEm®guinshe
Theory of Moral Sentimentand he held that we are all subject to the desire to be praiseworthy.
Whil e we may not al ways know how to obtain th
reactions to our acts and we come to understand whatitutes appropriate, or virtuous
conduct by observing what is generally approved. We come to moderate our actions in order to
obtain general approval. We come to understand that we are not the center of the universe and
we behave accordingly.

to feelmuch for others and little for ourselves, that to retrain our selfish, and to indulge
our benevolent affections, constitutes the perfection of human nature; and can alone
produce among mankind that harmony of sentiments and passions in which consists their

whole grace and propriety. As to love our neighbor as we love ourselves is the great law

we do it; and it requires, in this case too, some degree of reflection, and even of philosophy, to
convince us, how little interest we should take in the greatest concemsrafighbour, how
little we should be affected by whatever relates to him, if the sense of propriety and justice did

not correct the otherwise (TM&UUR-Blpp. 13436 qual ity



of Christianity, so it is the great precept of nature to love ourselves only as we love our

neighbor, or what comes to the same thing, as your neighbour is capbiagis.

As Smith puts it Aignorant and groundl ess pra
having done what is praiseorthy. We are pleased to think that we have rendered ourselves the
natur al objects of appr ob astvaicedn(Bmite178m i f no ex
So for Smith, we come to realize that we are indeed not at the center of the dnierse
at least not there alo@ethrough a process of exchange that cultivates our imagination. As we
exchange ideas and images with those whoaatker away from us, we develop our linguistic
capacity and our sense of sefmmand. We come to take account of others as we act and we act
in such a way as to, at least on balance, earn the approval of others. It is this which tempers our
concern for tb self.
Recent analyseske an instrumental vieof cooperationsaying thahumans cooperate
because it is in their interests to do so; and we are able to cooperate berhase unique
cognitive and linguistic skillsIn part as a result of this instrumental view but also because their
interest is in the evolution of human coopera
their analysis.Generally these approacheseatiphasiethe importance of the market, trade,
for the development of eoperative behavior over timAs exchange multiplies and evolves
over time, so, too, do institutions emerge that corral our selfish and less cooperative impulses.
This approacltontinues talepend on an assumption of qoletermined goals.
Although languageftenfigures inthis approachthis is, perhaps, one area that might
still be fleshed outFor it is through language thaaiprocityandcivility are cultivated
Through Anguagepe@le learn how others perceitiee selfand theylearn about others

Through tadetheyteach each other how goals can be attaiddgt first lesson about language,



then,isthattisthe basi s for 1 maginati ve e xacnhoanhgeer,0sf or
shoes, for giving and receiving approval or approbatianguagas necessary to trexchange

of approbationust as it is necessary for material exchatitge also necessary for economic

trade to take place, for the division of labour.

Thef i rst significant benefit of (face to f a
therefore that it induces moderation and perhaps even something we would today refer to as
tolerance. It is through language, and the exchange of approbation ovehéitvee come to
understand what is generally approved and we try to act accordingly. To the extent that we
succeed, we become virtuous individuals. Importantly, for Smith all that is required for this is
language and discussiand the freedom to engagetihe exchange of approbation: civility and
virtue emerge from our general desire for approval. In terms of governance, we are led to accept
that ours is only one of many points of view in the search for consensus. Discussion is also a
means by which oumaginative capacity is stretched to include at least partial understanding of
the goals and arguments of others.

But there is more to language for Smith than its role in generating virtue. In his account
discussion also generates significant material fitsn&s noted above, Smith famously held that
without discussion there is no trade; with discussion there is. Without the ability to converse,
creatures like greyhounds and mastiffs are therefore unable to obtain the material benefits
attendant on languag

The strength of the mastiff is not in the least supported either by the swiftness of the

greyhound, or by the sagacity of the spaniel, or by the docility of the shepherd's dog. The

effects of those different geniuses and talents, for want of the pow&position to barter

and exchange, cannot be brought into a common stock, and do not in the least contribute to



the better accommodation and conveniency of the species. Each animal is still obliged to
support and defend itself, separately and indepelyd@md derives no sort of advantage
from that variety of talents with which nature has distinguished its fellows (Smith [1776]
1976: 30).
In contrast, humans have access to language and that enables them to obtain the benefits of
specialization, trade drcooperation:
Among men, on the contrary, the most dissimilar geniuses are of use to one another; the
different produces of their respective talents, by the general disposition to truck, barter, and
exchange, being brought, as it were, into a common sidoére every man may purchase
whatever part of the produce of other men's talents he has occasion for (Smith [1776] 1976:
30).
Discussion is also the key means by which wealth is produced and increased over time. In
t odayo6s v er wdiscassidn that ywe aretabla best te de@de who should do what and
when.There is, then, an external economy in the realm of knowledge associated with discussion
among free peopSo,too, for Smith,institutionsevolvethat support cooperatioryles tha
harness our selfterested actions in order better to enable our sympathetic natures to flourish.

3 The attack on human capability: When tade is said to benegativesum

3 One dramatic example occurred at a cedtddl dinner party hosted by Aaron Director with
guests from the economics department at the University of Chicago. At this dinner, Ronald
Coase famously changed the minds of his colleagues on the question of externalities and

property rights. George Stagyl described the conversation.
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This view of human nature and human action was attaokidd 19 century (and
continues to be attacked today). The argument of the attack is that trade/market transactions
cause us to devolve, to change into less human or inferior pebipdeks on egalitarianism
came from the fAscieungeni o$; anphogogpessigyeandi &
critics like Thomas Carlyle; art critics like John Ruskin; progressive economists such as the
Webbs and (later) J. R. Commons, and in the popular press, visaatlyork especially of John
(later Sir John) &nniel, the principal artist after 1865 #éunchmagazine.
John Ruskirheldthat a market economy, industrialization, transformed works from
being rational or potentially rational into drunken, idle, stupid humans. So, he contrasts the

idyllic pre-industrial worker:

In old times, if a Conston peasant had any business at Ulverstone, he walked to
Ulverstone; spent nothing but shieather on the road, drank at he streams, and if he spent a

couple of batz when he got to Ulverstone, itwasthe éndd he wor |l d ( Appl etond

Having joined the market economy, the worker devolves:

But now he would never think of doing such a thing! He first walks three miles in a
contrary direction to a railroastation, andthen travels by railroad twefdyr miles to
Ulverstone, paying two shillings fare. During the twefayr miles transit, he is idel,

dusty, stupid, and either more hot or cold than is pleasant to him. In either case he drinks
beer at two or three of the stations, passes his time betwerarwtith anybody he can

find, in talking without having anything to talk of; and such talk always becomiesisic

He arrives at Ulverstone, jaded, hdtunk, and otherwise demoralized, and three

shillings, at least, poorer than in the morning. Of that awshilling has gone for beer,
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threepence to a rarhy shareholder, threepence in coals, and eighteen pence has been
spent in employing strong men in the vile mechanical work of making and driving a
machine, instead of his own legs to carry the drunkemn [©he results, absolute loss and

demoralization to the poor on all sides, and iniquitous gain to the rich. (ibid, 61).

From this it was but a small step to the argument that such persons are not fit to vote, for
selfgovernment, that its people wereurally unable to look after themselvésr example, W
R. Greg (who, importantly, was a-founder, with Francis (later, Sir) Galton, of eugenicd
thatthe Irishwere naturally incapable amebuld always sink into poverty and ddig#causehey

arelrish:

But Mr. Mill forgets that, till you change the charactetlwé Irish cottier, peasant
proprietorship would work no rmacles. He would fall behind the instalments of his
purchasanoney, and would be called upon to surrender his farm. He wouldratgect

it in idleness, ignorance, jollity and drink, get into debt, and have to sell his property to

the newest owner of a great estate.... In two generations Ireland would again be England's
difficulty, come back upon her in an aggravated form. Mr. K#ver deigns to consider

that an Irishman is an Irishman, and not an average humandeamgdiomatic and

idiosyncratic, not an abstract, man. (Greg 1869, p? 78).

4 Mill, like John Bright, took the position that Ireland was indeed Ireland because of the severe
institutional failings there. Mill wrote in hiBrinciples of Political Economin a nowfamous
passagethat | s i t,ambitbet satiretomthermode in which opinions are formed on the most

important problems of human nature and life, to find public instructors of the greatest

12



Mill took the opposite view and for this hea&mocked in the popular press. The
Victorian highly popular journaRunch featured a huge number of cartoons on the Irish. | want

to show you, first, this image froPunchmagazine, John Bright & the Irish. The lIrish, like

women, lack the capacity forseffover nment . Sorati ket Deat meht it
D6Amour, they are duped into seeking after Do
ARadi cal Reform. o

pretensions, imputing the bag&rdness of Irish industry, and the want of energy of the Irish
people in improving their condition, to a peculiar indolence @asduciancen the Celtic race?
Of all vulgar modes of escaping from the consideration of the effect of social and moral
influences on the human mind, the most vulgar is that of attributingjubesities of conduct

and character to inherent natur al di fferences
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CARTOON.—NOVEMBER 10, 18686.

i)

DR. DULCAMARA IN DUBLIN.
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The Irish in the i mages ar e® TRayhbake bulgngeydsando | v e d

protruding jave. In literary sources, as well, the Irish paddy became a cause célébre.

Puncld principal artist, JohTenniel (later Sir John Tenniel) perfected his portrayal of
the Irishasinferior, practicing it frequently foPunchuntil any unruly Irishman came to look
the same as any other and all were inferior to an Englishman, as in these cartoons, in which the
Governor Eyre controversy becomes an issue (in the first), and the contrast between the English

and Irish is made (irhe second):

5The occasion of the cartoon is the Reform Act, which enfranchised some two million additional
voters and cleared the way for future reform. Bright was explicthebmapacity argumeit
urging that all men (not women, though) had the capacity-fyoastiance.

15



PUNCH. OR THE LONDON CHARIVARL—Decexser 16, 1865.
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“REBELLION HAD BAD LUCK.”

Jonx Bur. “ THERE, GET OUT!

DON’T LET ME SEE YOUR UGLY FACE AGAIN FOR TWENTY YEARS; AND

THANK YOUR STARS YOU WERE STOPPED IN TIME!”
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Those who held that trade was negative sumsagbthat women wengnable to make
t hese deci s iamdhey shouldaotbe alowad td dp 0. Left to their own devices,
women would make the wrong marriage choice (think of teeepyou read by Sidney Webb).
They would systematically marry the wrong person, or marry at too young an age and have too
many children. In 1882 W. S. Jevons extended this argument to say that-bedwildg women
were free to enter the labour fortiegey would systematically marry louts (who would not
support them) and work too much (W. S. Jevons
Contemporary Revieaer t i c | e) : Al't must be evident, too,
married woman can now setrtghildren aside, and go to earn good wages in the mills, forms the

strongest possible incenti veBdowisampugitooefadent a

woman who enters the labour market, and becomes transformed.
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