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Needs and resources

Economics is the science of allocation, as such it rests upon the
foundation of two principals: needs and resources.
Commonly, resources are seen as finite, definite, and as such a constraint to
the infinite thirst for continued needs. The theoretical distinction between
‘needs’ and ‘wants’ is beyond the scope of this paper, due to its inevitable
engulfment of economic consequence. We will merely assert that needs are
socially defined, and subjectively understood. Consequently, needs will alter
over time, and differ between regions. For example the ‘need’ for access to
the internet to conduct business is merely the consequence of the society in
which we live. For some developing villages, the necessity of a spiritual
association with the gods is more important than the requirement of irrigated
water systems. Consequently development loans may be spent on building a
church, before modernising farming techniques.

Needs, therefore, are social constructions; there is no ‘need’
independent of civic reality. Whilst resources are typically viewed as being
finite, it is the contention of this paper that they too are socially constructed,
and socially malleable. A resource is often confused with a raw material, but
we won’t venture too far into that debate apart from mentioning that
‘resource’ suggests some usefulness in the satisfaction of needs. At the
personal level one’s resources might best be described as ones wage. It is
clearly apparent that wages over time, and between people, are variable, and
hence our resources will be different to last years, and differ from next doors.
At the social level, it was once fashionable to view natural resources as a finite
stock, with allocation being a pressing concern. As we shall see, this is merely
one way of viewing the notion of resources. It is just as valid to point out that
the Stone Age ended not for the lack of stone, and technical innovation
continually increases the resources at the disposal of us all.

Having argued that both needs and resources are socially constructed,
they cannot be constraints upon behaviour. We will now develop alternative
ways of life, and see how it is these that constrain behaviour, by defining our
concepts of needs and resources.

Managing needs and resources

The assertion that needs and resources are manageable is not the
equivalent of saying that they are indeed so. Consequently, there are four
possible typologies, each of which we shall name:

• Manage neither needs nor resources



The Fatalist – life is seen as a lottery, and survival is achieved by
coping. You can’t change things; you can merely react

• Manage needs but not resources
The Egalitarian – if resources are fixed, we must all reduce consumption
to preserve them

• Manage resources but not needs
The Hierarchist – coordinates the distribution of resources amongst
competing recipients, determining the cut of the pie

• Manage needs and resources
The Individualist – ever pushing upward bounds, increasing desires
prompt a larger appetite, whilst any endowment is swallowed

It might be better refer to the above as mindsets to highlight the wide
applicability of each typology. It is quite possible to use different mindsets in
different situations, although it is typical to be predominantly belonging to just
one of the categories.

Mapping need and resources

Not due to coincidence, the four typologies can be graphically
demonstrated using the “grid/group” methodology.
There are numerous means to graph theories of behaviour, and a survey of the
literature is beyond the scope of this paper. The ‘group’ axis depicts the
willingness to abide by the collective decision, or the extent to which the
individual is part of a bounded unit. On the other hand, the ‘grid’ shows
socially constructed limits on behaviour, the extent to which prescriptions are
externally prescribed.

Prescribed inequality

Prescribing equality

Individualized

THE FATALIST THE HIERARCHIST

THE INDIVIDUALIST THE EGALITARIAN

Collectivized

The individualist will loathe being under the command of others (although
willing to exert influence themselves), and boundaries are seen as provisional,
and open to debate. For example, the self-made businessman.
An egalitarian feels a strong community ethos, yet rejects coercive pressure. A
member of Greenpeace would fall into this category.



The Hierarchist is subject to the control of other members of their group, and
the demands of socially imposed rules. We might find one in the army.
The fatalist is imposed upon by a bounding architecture, whilst finding
themselves alone. Consequently, they have little choice, and little influence.
Fatalists might well be an un-unionized labourer.

Myths of Nature

Economists and political theorists are often witnessed to be prescribing
different methods to react to similar problem, the consequence being conflict
and debate. Indeed such seemingly impossible resolution is parallel to the
debate amongst ecologists. There, the institutional mechanism to deal with
managed ecosystems can fit into four categories:

• Nature benign – since any disturbance restores us to a global
equilibrium, the world is wonderfully forgiving. Hence, a laissez-faire
attitude can be adopted

• Nature perverse/tolerant – within limits, nature will provide. Thus
regulation is required to ensure the ball doesn’t fall over the rim,
provided by managing institutions.

• Nature ephemeral – any provocation of the fragile system could lead to
catastrophe, and hence requires protection from man via precaution

• Nature capricious – nature is essentially random, and hence futile to
attempt to control. Rather than managing, or learning, we can but cope.

Each myth is, in itself, rational, in the sense that each provides a method for
purposeful behaviour. The conflict means that opponents to a belief aren’t
acting irrationally, rather the system contains plural rationalities.

The four myths of nature, explaining mans position within nature, are
mutually exclusive and exhaustive. But whilst a capricious attitude to recycling
is fundamentally different to an ephemeral one, that is not to say that in
practice we can’t form a mixture of the two.

Such conclusions carry over to the realm of economics, where there are
four myths of the economy.

Transposition

In Thompson & Schwartz (1990) the authors transpose the fours myths of
nature onto the grid-group to form the following:



Prescribed inequality

Prescribing equality

Individualized Collectivized

THE FATALIST THE HIERARCHIST

THE INDIVIDUALIST THE EGALITARIAN

We’re merging the myths of nature, with the myths of man; the cultural group
we belong to, with our innate beliefs about the nature around us.
Individuals see the world as benign, where the ‘hidden hand’ ensures
equilibrium. They object to restrictions on freedom, and believe in market
incentives and self-regulation to deliver prosperity. Capitalism should be
allowed to flourish.
Egalitarians see the world as ephemeral, and use moral arguments to exercise
caution. The market, they say, has the potential to cause great catastrophe.
A Hierarchist has faith in the nature resilience, and the power of markets, up
to a point. Consequently, they espouse a system of information seeking and
control. At the extreme, the market should be completely controlled by
accountable institutions.
The Fatalist is inclined to see the world as capricious – a barren landscape with
no reason to learn. Life is a lottery.

Instability of the parts, coherence of the whole

If the Achilles heel of cultural theory is accounting for political change,
we must develop an alternative in which change, and process, plays a
fundamental role.
The constancy of a flock of Starling flying overhead beguiles the dynamics
within the group. The activity between individual components of the system is
ubiquitous and endogenous, non-linear and multidirectional, and a necessity for
the stability of the whole.
Such stable strategies emerge through evolutionary processes, promoting long
run endurance – as Maynard Smith noticed the individuals may appear
altruistic, but the genes are selfish.



“The population, over a number of generations, would have found its
way, without any of its members knowing or intending it, to an evolutionary
stable strategy. The successful behaviour would have driven out the
unsuccessful behaviour – a tautology that is saved form circularity by selection
among the relative efficacies of the various strategies individuals could adopt”

(p.49 Thompson et al. 1990)

As we shall now see, the model as a system of competition and
interdependence is a hypercylce. The four biases described all exist because
there’s constant movement between them, and each one requires the
existence of the others.

1. Inter-relationships

It is quite possible for someone to exhibit a fatalist attitude toward one thing,
and an egalitarian attitude toward another, but cultural bias exists as a means
to cope with new information – the pretence (and often substitute for) rational
thought and contemplation. For example smoking - our response would be in
keeping with our cultural bias. For example a hierarchist will believe regulation
is the solution, whilst an individual would be for personal choice, but rely on
market forces to decide what’s ‘best’. An egalitarian would try to alter the
demand for cigarettes through campaigns, and a fatalist will just light up and
watch MTV.
However the person might investigate the issue further, and realise that the
events in the world around them in fact do not fit into their pre-considered
beliefs. This is surprise – our reality differs from expectations, our ex-ante is
not ex-post. An individualist might suffer losses, and wonder whether hard
work really does guarantee success. If an egalitarian sees prosperity, perhaps
nature is benign after all, and not ephemeral. Enough surprises will cause a
tipping point, and they’ll switch to another bias.

An event is never surprising in itself – only if it was unexpected in the eyes of
the person who’s experiencing it, and only in relation to their particular set of
convictions as to how the world is. Briefly, we’ll demonstrate the logical
possibility of all 12 types of change: it’s feasible that each bias can be replaced
by any of the others.

Fatalist to Individualist: rags to riches – any self made success.
Individualist to Fatalist: the reverse – sacked and left on the scrap heap
Fatalist to Hierarchist: Marx’s “dictatorship of the proletariat” – an early school
leaver who joins the army
Hierarchist to Fatalist: a fall from grace, struck off.
Fatalist to Egalitarian: The isolated who finds support – the squatter who
discovers a cooperative
Egalitarian to Fatalist: An activist who’s expelled, and ill-equipped to conform



Individualist to Hierarchist: Max Weber’s “beaurocratization”, within a growing
company and being increasingly organizational. Laurence Summers.
Hierarchist to Individualist: Someone who leaves public office to become a
consultant, “gamekeeper turned poacher”. Stanley Fisher.
Individualist to Egalitarian: Finding and rejoicing in a platform to become a
prominent figure as an activist. Paul Krugman
Egalitarian to Individualist: An expelled activist who lands on their feet, or
someone who “sells out”. Bjorn Lomborg.
Hierarchist to Egalitarian: The heretic, or whistleblower. Joseph Stiglitz.
Egalitarian to Hierarchist: Max Weber’s “routinization of charisma”, a
dangerous outsider who’s brought onboard. Ken Livingstone.

This exercise demonstrates just why pluralism is essential. Standard political
theories use a traditional spectrum of right and left, between individual and
hierarchy. For example Margaret Thatcher wanted to stimulate an enterprise
culture (individualism) and did so by attacking the hierarchy. Here’s what
would have happened, according to traditional distinctions.

Hierarchy Individualism
50 40

Hierarchy Individualism
20 70

BEFORE

AFTER

But with four competing strategies, the destruction of hierarchy can lead to
more than one path.

Fatalism Hierarchy
20 40

Individualism Egalitarian
20 10

BEFORE

Fatalism Hierarchy
30 0

Individualism Egalitarian
30 20

AFTER

Consequently for the increase in enterprise (individualism), there’s an increase
in poverty (fatalism) and criticism (egalitarian).



2. Co-dependency

If you belonged entirely within one bias, you would never co-operate, whereas
if you belonged in them all, you’d never form decisions. Consequently, we all
have varying amounts of concentration, and sympathy to other bias’s. The four
biases’ exist because, as we saw above, each contains some wisdom. This can
be demonstrated by imaging each biases’ own ‘utopia’, or rather what the
world would look like if everyone adhered to their view.
For individuals this would be bleeding Kansas – chaos will result unless
transparent rules and enforceable contracts exist, and hence some form of
hierarchy is needed.
The Cultural Revolution in China, of the Khmer Rouge in Cambodia might be
considered the egalitarians paradise, but any such system is nightmarish and
short-lived. Without institutions, economic meltdown will occur.
A hierarchist’s control would lead to a Soviet style dictatorship. Unchallenged
authority will become stagnant, corrupt and unresponsive, and mistakes will be
covered up instead of exposed, and learnt from.
A world of fatalists would implode due to the unproductiveness of the people.
If no one had the belief that effort resulted in reward, there’s no incentive to
innovate, produce or provide.

So each bias, on its own, cannot provide a feasible model to organise society.
Inevitably they’d experience surprise and not know where to find the answer.
Consequently, they must embrace other biases’ to form alliances so that they
can exert as much control as possible, and compensate their weaknesses.
Alliances will also be welcomed because biases may agree on some issues – for
example both hierarchists and egalitarians believe in redistribution. Indeed the
1986 US tax reform received wide support since it appealed broadly; to
hierarchists it relegitimated the tax code, for individualists fewer tax
preferences levelled the playing field, and for egalitarians if provided low
income off tax rolls.
Our biases prescribe different means, but the ends can coincide.

Individualists and hierarchists will combine to form ‘the establishment’.
Stability and defense is exchanged for economic growth an innovation. Both
have relatively short time-preferences, and concentrate on more imminent,
and similar dangers. For individualists, its growth and for hierarchists,
cohesion. They will also combine to form similar strategies to do so –
individualists will use innovation, whilst hierarchists expertise, and it’s in both
of their interests to do so.

Hierarchy and egalitarians are famously aligned in the form of Swedish Social
Democracy where redistributive ends are exchanged for the control of
dissidence. The egalitarians natural alliance is with fatalists, since it is these



whom they profess to campaign for, but such feeling are unrequited – fatalists
are outside the boundaries of debate.

Egalitarians have even found common ground with individualists, for example
the Jacksonian era in the US. With the belief that equality of opportunity will
lead to equality of condition, they both require minimal intervention.

Each bias may look to common ground for alliance, but equally they could be
tempted to court their staunchest enemy so as not to fear engulfment. This
might explain the willingness for communists and libertarians alike to form
friendships in common protest – to keep your friends close, but your enemies
closer!

In fact, even broader coalitions have existed, but they are rare and shortlived.
Sir Winston Churchill led a broad union through the Second World War and was
promptly dumped at the conclusion. For every government that tries to be “a
home for all persuasions” (James Munroe) must also find itself “at war with
itself” (John Quincy Adams).

As for the role of the fatalist – they provide the service of compost! A rich
resource, necessary for labour, for sentiment and sustenance they’re the
detritus of the active bases. Expelled form hierarchy for non-conformity,
ejected form individualism for not having the entrance fee, and excluded from
egalitarianism for lack of commitment.

The role of the Hermit


