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I

The central argument of this essay is that it is the way belief systems have evolved that is the underlying source of warfare and violence in the modern world. A fundamental proposition of economics is the Coase Theorem, which stipulates that two parties to an exchange have an incentive to reach an outcome that maximizes the joint product of the two parties. Moreover it will be in the interest of the party that gains the most to sufficiently compensate the other party so that both parties are willing to agree to interact.  Surely this is not a very surprising outcome.  Yet when we look around us today we observe conflicts that are clearly in violation of this simple proposition.  Take the Palestine-Israeli conflict that has persisted over three generations,  to the obvious enormous detriment to both parties. An agreement would not only have saved hundreds, maybe thousands, of lives, but would have made it possible for the two economies to have flourished over that period. What prevents their reaching an agreement? The behavioral assumption we use in economics of rational actors surely is violated. And it is. The actors are not being  rational in the sense that we economists use the term.  Economics alone cannot tell us why wars are fought. We must dig deeper into the behavioral pattern of humans to come to an answer—an answer that is crucial if human beings are going to survive on this earth.  This essay explores the interplay between the mind and the external environment that accounts for behavior.

The rationality assumption used by economists is not wrong; it simply does not confront the issues we must comprehend. How we understand the world around us is the beginning of our quest; and then how, in consequence, do we structure that world to confront the problems we face. 

Let me begin by confronting the second issue. Humans devise institutions to try to structure the environment in order to reduce uncertainty in human interaction. Institutions are made up of formal rules (laws, rules, regulations) , informal constraints (norms, codes of conduct and conventions), and their enforcement characteristics. Taken together they define the way the game is played. That is, the game, whether it be a professional sport like football or the functioning of a political economic system, is going to be played according to how the institutions function.  The rules are made by individuals in pursuit of what they conceive are their interests; the norms may be strongly held or be easily violated; and enforcement is never perfect. 
 Therefore who makes the rules, what determines the strength of norms of behavior, and how enforcement is undertaken are key elements in the way societies (or football games) operate. One frontier in our pursuit of improving societies is to understand just how institutions work and why they always work “imperfectly”. I shall come back to that issue.  But the other issue is the heart of this current essay. What determines the choices humans make when engaged in human interaction?

When we want to achieve a deeper understanding of some problem in the physical sciences we engage in reduction; that is we go back to the fundamental entities that underlie the field--whether genes, elements, protons (or maybe strings) or whatever--and build up our analysis from there. In the social sciences what is the fundamental unit we must go back to? Our understanding of the world around us is a construction in our heads.  Our knowledge of the external environment is received from the senses and interpreted inside our minds. Therefore the understanding we possess is all in our minds and is derived from the way the brain operates. 






II

“Learning entails developing a structure by which to interpret the various signals received by the senses.  The initial architecture of the structure is genetic, but the subsequent scaffolding is a result of the experiences of the individual—experiences coming from the physical environment and from the socio-cultural linguistic environment.  The structure consists of categories—classifications that gradually evolve from earliest childhood to organize our perceptions and keep track of our memory of analytical results and experiences. Building on these classifications, we form mental models to explain and interpret the environment—typically in ways relevant to some goal.  Both the categories  and mental models will evolve reflecting the feedback derived from new experiences: feedback that sometimes strengthens our initial categories and models or may lead to modifications—in short, learning. Thus the mental models may be continually redefined with new experiences, including contacts with other’s “ideas”.
 
We do not reproduce reality; rather we construct systems of classifications to interpret the external environment. Hayek stated the subject most succinctly as  follows: “...all we know about the world is of the nature of theories and all experience can do is to change those theories”
 And again, “the ‘model’ of the physical world which is thus formed will give only a very distorted reproduction of the relationship existing in that world; and the classification of these events by our senses will often prove to be false, that is, give rise to expectations that will not be borne out by events.”
 
In order to understand the underlying source of the mental structure humans create in their minds, we must delve into the nature of consciousness because it is consciousness that is the source of all our organized beliefs. To quote Antonio Damasio’s elegant statement on the subject: 

“ The drama of the human condition comes solely from consciousness. Of course consciousness and its revelations allow us to create a better life for self and others, but the price we pay for that better life is high.  It is not just the price of knowing risk, danger, and pain. Worse even: it is the price of knowing what pleasure is and knowing when it is missing or unattainable. 
“ The drama of the human condition thus comes from consciousness because it concerns knowledge obtained in a bargain that none of us struck: the cost of a better existence is the loss of innocence about that very existence. The feeling of what happens is the answer to a question we never asked, and it is also the coin in a Faustian bargain that we could never have negotiated. Nature did it for us.”

What exactly is meant by consciousness has occupied the minds of some of the most brilliant minds in philosophy, cognitive science , and psychology; and despite many claims to the contrary it is still far from explained.  Our concern here is not with the complex and still not fully comprehended relationship between the mind and brain that underlies consciousness but with the implications of consciousness for how it functions in in our life generally. Consciousness is self awareness—we are conscious of being conscious. But this self awareness is going to change with changes in the human condition so if we are to understand how consciousness “operates” we must do so by incorporating time into our analysis. 
In the case of animals—even primates--each generation starts over again in constructing his or her understanding of the external environment. Not so humans. Culture consists of the accumulation of beliefs and institutions that have survived from the past and provide the building blocks for future understanding. This is possible because of the development of language and then symbolic storage systems---writing, printing, computers, etc. We are capable of using culture to transfer learning from the past to the future. But the existence of culture, of remembered and transmitted learning from the past, requires us to understand where we have been in the past in order to know where we are today. It is the ability of humans to transmit what they have learned through culture that makes an understanding of history vital for an understanding of the present.




III

For most of human history to date the institutions that humans have evolved to reduce uncertainty in human interaction have been those developed to reduce the uncertainties of the physical environment—weather, climate, disease, and physical disasters. Economic advances beginning with the development of agriculture accelerated the growth of human population, but it was the transformation of a small part of the world from relative backwardness to systematic development beginning in the early middle ages that is the key to our story. Western Europe in comparison to China and the Muslim world was both technologically and socially backward.  Beginning in the tenth century the development of institutions made possible impersonal exchange in economic and political organization. The story is long and still only imperfectly documented, but the end result was creation of the complex modern open access societies that characterize the developed world.
 There was a fundamental transformation, with growth in both life expectancy and economic well-being that dwarfed all change of previous history. 
In this transformation, the complex human environment became the source of uncertainties. Political, economic, and social structures were created to take advantage of the potential productivity made possible by the immense increases in the application of new knowledge to overcome the age-old economic problems of scarcity. They have revolutionized every dimension of the modern developed world, but at a heavy price-- one that threatens our very survival. The reasons stem from three aspects of this development. They are 1) much of the world was left behind, 2) as part of this development  humans created weapons that make possible the total destruction of societies, and 3) the belief systems that have evolved in this dynamic context have exacerbated human conflict. Let me explore each in turn.





IV

The more than three million years that humans were hunter/gatherers created a genetic predisposition in favor of cooperation within small groups but distrust of other  humans outside of small and repetitive interactions. Personal exchange dominated human interaction, whether social, political, or economic. The “natural state” was the social order that developed historically to enable societies to expand their size and thus capture gains from specialization, while still keeping the inherent structure of societies and human interaction  on a consistent basis with our small group tendencies. Social interactions were still personal, but maintaining personal relationships in a larger social organization required limited access to power to small groups of individuals.

The development of open-access societies made possible the larger markets and released the economic power of specialized knowledge that Adam Smith correctly characterized as the basis of the wealth of nations. Impersonal exchange requires the creation of institutions—political, social, and economic--that overcome this innate predisposition for all human interaction to be based on repetitive personal relationships.  It was this development over half a millennium that led to the rise of the western world and left much of the rest of the world behind. The ever-widening gap between the open-access societies and the rest of the world has produced radical increases in income inequality around the world and provides one basis for the tensions that underlie conflict in the modern world. Moreover the transformation to open access societies poses fundamental problems that are still not completely understood.





V

More humans were killed in warfare in the twentieth century than in all past history.  The advances in military technology that accompanied the productivity growth of the open access societies were an underlying source of this depressing development. The culmination of this development was nuclear warfare used by the United States as a decisive factor in ending the second world war. In the sixty intervening years there has been an explosive expansion in the destructive power of nuclear armaments, so far without further application.  Can this continue?  The threat of mutual destruction underlay cold war abstinence but is not an obvious deterrent today.  In the dynamic world following on 9/11 it is clear that the development of the belief systems that have evolved in the context of the radically uneven development in the modern world offer the prospect of the employment of such weapons of mass destruction.  What is at issue is not just the beliefs of the societies that have been left behind but equally those of open access societies that fail to understand the source of the beliefs of those societies that we euphemistically label as developing economies or societies. 





VI

The question we ask is why humans would engage in violence in the face of the obvious “negative sum game” that warfare produces, which runs counter to the rational actor model implied by the Coase theorem. The answer rests with the way belief systems have evolved. Violence between individuals is easily explained when we observe the behavior of our close primate relative, the chimpanzee.
 But we seek to explain systematic large scale violence which, as the opening paragraph of this essay maintains, runs counter to the very foundations of  rational behavior and human well-being. What kind of mental constructions must obtain for humans to engage in such activity? Two aspects are essential to this development; they are the way we construct the explanations of the external world and the interplay between the mind and the environment. Let me take them in order.
Consciousness entails placing oneself in time and space, which means not only having a view about where you are in these dimensions at a moment of time but also constructing an explanation of how this “world” is evolving over time. The explanation may be unique to an individual but is more likely to be heavily influence by the existing culture, including non-rational aspects such as religion and superstitions. Explanations for what lies beyond the direct “observations” of the senses are a universal attribute of all societies and play a strategic role in the constructions we make of the world around us. Therefore whether religions, witchcraft, or superstitions broadly conceived, they are essential parts of our understanding. Mental constructions are always a blend of the rational and non-rational but the relative weights between these two will reflect the degree to which the society has developed empirically-oriented views of the world. But one has only to reflect on the trials and tribulations of Galileo or more recently Darwin to recognize that there is always a blend and its importance lies in the degree to which the constructs in our head rely on “non-rational” worlds.
The interplay between the existing belief system and evolving human experiences—the interplay with the external environment—will be shaping an ever evolving construct of our understanding of ourselves in a dynamic setting. This means that the cultural heritage—the way institutions and beliefs have evolved through time-- is the building blocks of today’s perceptions. History matters if we are to understand the belief systems that underlie current policies of societies. 
The history of the Western World is a relative success story in terms of overcoming the age old problems of scarcity. The belief system that has evolved with it continues to develop in the context of the radical change—social, political, and economic--that is occurring as the participants in that world attempt to comprehend the complex environment that has been a by-product of solving the problems of scarcity. It is a non-ergodic world and our comprehension of that world is at best imperfect and frequently disastrously so in the context of the weaponry that has accompanied that development.
 When the developed world confronts the undeveloped world that has evolved a different cultural perspective, the ability to understand that cultural perspective is at issue. The same holds true for the ability of the undeveloped world to comprehend the developed world. Putting the two together is an invitation to conflict. Let us see why.
It is the ever widening gap between the two that is at issue. It is the inability of the societies constructed on the basis of the “natural state” to evolve impersonal exchange which lies at the heart of the widening gap.
 What happens to the belief systems of those societies? We are some distance from understanding exactly how belief systems evolve but we do know that it is an interaction between the existing belief structure and new experiences that shapes this evolution and the new experiences in this case are the consequences of increasing “backwardness” as compared to the open-access societies. One consequence is increasing reliance on non-rational explanations. The fanaticism that produced 9/11 was undertaken by “educated” Muslims whose mental constructions produced self destruction of the players in pursuit of a goal that is not easy for “rational actor” participants to understand. But what should be understandable is the widespread support for their actions in the Muslim world that comes from a widely prevailing view of people in Muslim societies of systematic discrimination against them by “Western Societies”. As long as the Muslim world believes that this discrimination holds there will be support for such terrorist behavior.

In contrast the “developed” world is increasingly convinced that the only answer to terrorism is violence—but violence that spills over into broadly attacking Muslim societies as a whole. 


Both beliefs are self-fulfilling in the sense that initial violence may not have persuaded many in the opposing camp of overall hostility but each successive violent action generates increasing support for “return” violence as the only answer. 


Alternative policies designed to move towards “Coasian” solutions are possible but entail improvement in mutual understanding. The Muslim world must be convinced that the open-access societies are not attempting their destruction in order that people living in Muslim societies will cease their support for terrorism. And the developed world must attempt to understand the Muslim world and provide positive logistical support for increasing economic/social well-being in the context of the cultural heritage of those societies (rather than impose western style institutions on them). 

If the social sciences are going to confront and deal effectively with problems of violence in the modern world they must integrate their research with research in cognitive science. Only then will they be in a position to confront and control the most pressing problem of the modern world.
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