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On Thursday June 4, I attended the Cato Institute half-day conference in

Century City, California, which started out with a lecture by U.C. Santa

Barbara evolutionary psychologist Leda Cosmides, one of the founders of that

science along with her husband John Tooby. Cosmides’ talk was on the

evolution of cooperation, but for this audience she tailored her lecture toward

politics and economics (Cato is a libertarian think tank in D.C.), by asking

“Why do free societies arise so rarely and with such difficulty?”

Unfortunately, Leda tried to squeeze about two hours of material and

powerpoint slides into a 35-minute talk, and so she was necessarily brief as

she blasted through slide after slide, each up on the screen for only seconds,

making note taking impossible. That’s too bad because there was a lot of

data slides that I think the audience would have liked to absorb (I know I

would have). Nevertheless, Leda’s central point was this: our brains evolved

for solving specific problems in the EEA (the Environment of Evolutionary

Adaptation — the Paleolithic), and so we have domain specific programs that

help organize our experiences. The problem is that the modern world is so

different from the EEA that it causes conflicts. For example, most hunter-

gatherer societies are egalitarian because they live in relatively resource-poor

environments and are often unsure about their safety and nourishment, and

so we evolved many cognitive instincts for cooperation, food sharing, and

group cohesiveness, because everyone in the group was either related to you

or you know very well, so as the political saying goes, we must hang together

so that we don’t hang separately. But the modern world is nothing like this.

I’ve written about this problem in my book The Mind of the Market, which

focuses on evolutionary economics, whereby the world in which we evolved of
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small bands of egalitarian hunter-gatherers is radically different from today’s

world that is resource rich and with vast disparities of wealth between the

richest and the poorest. Thus, we have a natural tendency to resent wealthy

people, distrust free markets, and misunderstand the bottom-up process of

modern economies and try to control them from the top down, usually with

disastrous consequences (e.g., Alan Greenspan and the Fed’s constant

manipulation of interest rates sent false signals into the market for the price

of money, leading to artificially large bubbles that then burst).

Leda noted the difference between hunting and gathering in terms of risk and

uncertainty: Hunting meat is highly variable, success is as much due to luck

as it is skill, and 4/10 times the hunter comes home empty-handed. Thus,

hunter-gatherers must pool risk to deal with frequent reversals of fortune

through food sharing. By contrast, gathering foods is a low risk process that

depends on effort, not luck, and the results are mostly shared only within the

family and trusted partners, but not to the group at large. Cosmides

explained that this evolved psychology can be seen today in which we make

distinctions between people in need of our help because they were unlucky

(as with the hunters who return empty-handed) versus the gatherers who

don’t bring home the vegetables because they were lazy and were loafing on

the job. We are inclined psychologically to want to help the former but not

the latter.

The political and economic consequences of this evolved psychology can be

seen today in debates about healthcare, welfare, social security, etc., which

are all attempts to pool risk among everyone in society, but without any

distinction between those who suffer because of bad luck versus those who

suffer because of laziness or lack of ambition. Modern political states are in

the business of redistributing wealth from those who have it to those who do

not, and since there is no attempt to discriminate between those who were

unlucky from those who were just lazy, the people who earn that money

through hard work and talent who then have it confiscated by the government

and given to people they do not even know, naturally feel resentful, even

though statistically the wealthy are extremely generous in giving to private

charities that they voluntarily choose.

Cosmides also noted the psychological difference between working land that

you own versus working land that the government owns: the agricultural

policy of the USSR allowed 3% of land on collective farms to be private, and

it turned out that between 45% and 75% of all food in the USSR was the

product of that 3% of private farms.

So, in conclusion, Cosmides noted that there is a mismatch between the

ancestral and modern worlds, our minds evolved to navigate family and

friends and small groups, certain laws and institutions satisfy the moral

intuitions these programs generate whereas other laws and institutions

regularly fail in the modern world. Cosmides concluded: “Liberty provides the

solution to most social problems, but few appreciate it because of our

evolved minds.”

The second talk of the day was by Dan Mitchell, the Cato Institute expert on
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tax reform, supply-side tax policy, the flat tax, and tax competition. His talk

was titled: “America’s Looming Fiscal Meltdown.” We are shifting to a

European size welfare state, he noted, dolling out blame to both Democrats

and Republicans, starting with George W. Bush, who Mitchell noted in his

eight year term increased the Federal budget from $1.8 trillion to $3.5 trillion

budget, and then noted Obama says he wants change to even more

government, adding another trillion dollars to the budget in his first term, if

not more. Mitchell also busted the myth that Bush increased the budget for

natural security after 9/11. Not true, he said: most of it was for pork projects

for his political cronies.

Mitchell then noted that Keynesianism is bad theory: borrow money and then

give it to people so they will spend it — but moving money from the right

pocket into the left pocket does not produce more wealth; it’s just

redistribution. It does not increase wealth. Only free markets can do that.

And in any case, where does the government get the money to redistribute?

From us! But they take their cut as the middleman, and therein lies the

problem. Bigger government did not work for Hoover or Roosevelt, and all

that federal spending to get us out of the depression did not work: we did

not get back to 1929 GDP levels until WWII. Neither did federal stimulus

plans work for Presidents Ford or Bush I during their recessions, and

Keynesianism failed utterly in Japan during the 1990s, when its national debt

went from 60% of GDP to 150% of GDP. I.e., Keynesianism does not work,

and yet politicians on both the right and the left insist that the only reason it

doesn’t work is because: “government isn’t spending enough.” Wrong!

We are on the road to serfdom, says Mitchell, as our federal spending is

projected to jump from 22% of GDP today to 45%–55% of GDP in the coming

years (mostly because of Social Security, Medicare, and Medicaid). Unless our

GDP doubles along with federal spending (it won’t) the collapse is coming.

Well, not a collapse, per sey: America will not become Argentina or

Zimbabwe. But we will become France: instead of growing 2.5–3% a year,

we’ll grow 1–1.5%, a difference that has enormous long-run implications,

lowering per capita GDP 30–40% below what it otherwise would be. More

spending means more taxes: more income taxes, payroll taxes, death taxes,

double taxation of dividends and capital gains. And this doesn’t work. In 1980

Ronald Reagan cut the top tax rate from 72% to 28%, and between 1980 and

1988 the number of rich people (millionaires) rose from 116,800 to 723,700,

and their share of paying for the federal government rose from $19 billion in

income taxes to $99.7 billion in income taxes. In other words, lowering taxes

on the rich generates more revenue for the federal government, which is

counterintuitive.

In the end, however, there are moral consequences to such economic

decisions. Mitchell: “Today there are over 2 million people in America who

completely depend on welfare: prisoners; well, the welfare state is a prison

for the human soul.”

Rating: 3.5/5 (6 votes cast)
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14 RESPONSES TO “EVOLUTIONARY

ECONOMICS”

Ranson says:

June 9, 2009 at 8:37 am

I have a psychic prediction — another comment thread will emerge

here that goes on for days, that reseolves absolutely nothing, fills

with relentless acrimony, and has virtually nothing to do with

skepticism.

Sigh.

Reply

1.

Ranson says:

June 9, 2009 at 8:38 am

“resolves”

Dammit.

Reply

2.

John Paradox says:

June 9, 2009 at 9:15 am

Like a thread on spelling?

;)

J/P=?

Reply

3.

Jeffrey Ellis says:

June 9, 2009 at 9:19 am

“Liberty provides the solution to most social problems, but few

appreciate it because of our evolved minds.” One wonders where the

prosperity will come from to fund all these social programs when

capitalism has at last been killed completely.

Reply

4.

The Goucho says:

June 9, 2009 at 9:46 am

If lowering the taxes on the rich (1980: it was a very good year) raised

that kind of revenue way back when, think of the monetary surplus

we’d enjoy if the top tax rate for the rich were lowered again to

around 2%. Wow! The middle-class tax rate would probably drop

significantly, too, just like it did during the 1980s. What a wonderful

world it would be! Am I wrong here? Am I missing something? Are my

numbers off? Anyone interested in nominating me for the next

5.

Skepticblog » Evolutionary Economics http://skepticblog.org/2009/06/09/evolutionary-economics/

4 of 7 6/9/2009 3:28 PM



Sveriges Riksbank Prize in Economic Sciences? Please?

Reply

Beelzebud says:

June 9, 2009 at 10:44 am

Another commercial for the CATO institute and libertarian philosophy

with not one shred of skeptical thinking applied to any of it.

Reply

6.

SicPreFix says:

June 9, 2009 at 11:04 am

Modern political states are in the business of redistributing wealth

from those who have it to those who do not, and since there is no

attempt to discriminate between those who were unlucky from those

who were just lazy….

Ah, I see. I was wondering how it was that over the last decade we

finally got rid of poverty and homelessness, and how the gap between

the rich and the poor shrunk.

What? What planet do I live on?

Reply

SicPreFix says:

June 9, 2009 at 12:56 pm

Sorry, that should have been a quote:

Shermer says:

“Modern political states are in the business of redistributing

wealth from those who have it to those who do not, and since

there is no attempt to discriminate between those who were

unlucky from those who were just lazy….”

Etc.

Reply

7.

perplexed says:

June 9, 2009 at 11:37 am

I’m confused is this a skeptical blog, or a place for inane economic

theories?

Reply

8.

PhilB says:

June 9, 2009 at 12:21 pm

Bigger government did not work for Hoover or

Roosevelt, and all that federal spending to get us

9.
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out of the depression did not work: we did not get

back to 1929 GDP levels until WWII.

The thing I’ve never understood about these lines of arguments is:

USA didn’t have a standing army, or military industrial complex at the

beginning of WWII, at least nothing like we do today. In any case, the

industrial ramp up to America’s entry into the war was exactly the

same thing……federal spending. That money didn’t just appear in

America’s coffers, but came from taxpayers and buyers of war bonds.

Reply

SeanG says:

June 9, 2009 at 12:57 pm

Michael, I think you need to reframe these kinds of posts in a different

language. I am here (as I think many readers are) because I support

science, science education and because I would like to see less woo in

the world. I want people to think critically.

Despite the fact that I lean so far left people think I’ve never had any

V8, I might be persuaded to agree with you if your arguments were

framed in a more ’skeptic friendly’ way. I would like to be a skeptical

about the government and the economic systems that we use but I

think you might need to build more of a bridge to get us there, versus

if you were posting about UFOs or ear candling. Not everyone grows

up believing in UFOs but all of us (at least US readers) have grown up

in the government and economic system you’re writing about. It might

take more to get us to follow what you mean, to get us to see

economic policy skeptically. Politics may just be too subjective, it

doesn’t lend itself well to empirical study. Yes, there may be numbers

you can call our attention to, but there’s no country I know of or

laboratory method to test libertarian philosophy and generate

evidence that it is a better system.

I am going to go back and read your other posts to make sure I didn’t

miss something that would tie this all together. But all I get out of

this post is “CATO institute good, social evolution works in small

groups but not big ones, taxes bad, government spending bad, read

my book.” I’m sure that’s not what you meant. Unfortunately I don’t

have time to read all the books I need to and I rely on sources like

the skeptic blog to pull it together for me. Obviously by the sheer

number of responses you get to these types of posts you have a long

way to go in educating us. With the economic mess we’re in I’m sure

we need more skeptical thinking.

Reply

10.

JonA says:

June 9, 2009 at 1:02 pm

All of these theories are interesting, but where’s the evidence? I’m

inclined to believe these theories, but you always warn us that is

11.

Skepticblog » Evolutionary Economics http://skepticblog.org/2009/06/09/evolutionary-economics/

6 of 7 6/9/2009 3:28 PM



when we should be the most skeptical, when new claims agree with

our world view.

Reply

marcelo says:

June 9, 2009 at 2:05 pm

This comment has nothing to do with this post, but as I couldnt find a

contact page, I dedided to leave a message on the newest post.

Mr Shermer, I had been a ultra-orthodox christian for more then 15

years, but stopped believing the Bible somehow after starting reading

on the internet about Bible contradictions, among other things. But as

far as a try, I still cannot disbelieve in it 100%. Can you and/or Tim

Callahan get in touch with me by email? Thanks for your time and

attention!

Reply

12.

Mel says:

June 9, 2009 at 2:35 pm

The article assumes far too many things to be considered remotely

skeptical.

One major assumption was the redistribution of money, during Hoover

and Roosevelt, was supposed to “get us out of the depression.” A

better explanation is that the money was provided to the destitute, so

that the destitute didn’t start a revolt or revolution, or even just begin

shooting the rich (of which Roosevelt was one, after all). The idea of a

worker’s revolution was in many people’s minds at the time; one had

just happened in Russia, after all. The last civil war vet had died in

1938. People talked about that the way we talk about WW2 — most of

us didn’t fight in it, but we remember it culturally.

Assuming that Action X was designed to alleviate Problem Y, and then

disparaging Action X because it didn’t stop Problem Y has a very

skeptical term — Strawman. If you want to be taken seriously as a

skeptic, you should check your assumptions and avoid logical fallacies.

Reply

13.

LEAVE A REPLY
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