Diversity and Social Responsibility

Economics meets Psychotherapy

DR MICHAEL TRIBE =:xamines social and economic equity addrassing some of the many
challenges of having more equitable income distribution®

CWERTY EEFRESENTE Aformn of personal and

social disability. It creates and maintains inegaality

and discriminaton, wiolating the individual’'s right
to physical and mental health and sali-affittoation; it
undermines the foundations of civil society. The ismae of
zocial and econornic equity — ie a socially acceptable
incore distributon - lizs at the heart of discourse about
poverty and its itnplications.

A mounting body of opinion supports the case for
econornic policy designed to achisve a more equitable
incorme distribnton. In the TTE attention has been foocused
on the extrernely high rermuneraton provided for private
zector bandeers and ‘captains of industry' while
governrnent ‘msterity’ measures hawve been cutting
wizlfare payrnents o the more vulnerable and less
privileged parts of society.

Internationally, mapport for a more equaitabls
distribution of incore and wealth has come from
Christine Lagarde, Managing Director of the
International Monetary Pund - ot a body renowned for a
left-leaning appmach to econornic policy. Howewer, mouch
of the training of econornists, patticularly in the
i croeconoInic area, is grounded on theorstical
approaches bissed against redistributive policies.

Lohieving a more equitable incorne distribution
requires either &) econarmic growth biased towards lower
incorne groups, of b] policy aimed towards incornes
redistribmtion - reducing the incommes of higher incore
groups through higher taxation and providing transfers to
lonareT incorne gronpes.

Felisnce sitaply on economnds growth [the &) option) as
a reans for redusing poverty, and for sorme element of
incore redistibution, can be effective — but only after a
considerable Hroe lag. This is desoribed as the trckling
down' approach: favonred by nec-liberals who egard ‘the
market’ &z the pritoe arbiter for economic outoommes, with
income didtributon being anatural catoomme of market
foroes. The second (the b] opton] would achiews more
rapid rsults and is favoured by liberals, social dernocrats
and socialists &= a mome intervendonist’ approach - but
wionild meet with robust poliical opposibon from reo-
liberals and the mome privileged mermbers of society.

Fromn the 19605 econormists becamme mors wedded to
the noton of 'positive economics’ airing to emphasise
the scientific nature of econornics - based on logical
analysis and eschewing walue judgments (or socio-

‘Poverty can be regarded as a ‘chronic
condition.. research within social
psychiatry has confirmed strong links
between socio-economic factors and
mental illness, emphasising the need for
a "paeychotherapy of the community”™. .
this is part of the cultural and
methodological roots of transactional
analysis '

eoconornic objectves] . What econornists rean by ‘value
judgrnents’ is, for exarnple, an opinion about the
deszirable incomme distribuation. Wiews about what a
deszirable incorme distribution might be vary widely across
society. What is desirable to one individual or group
might be undesirable to another based on different mooral
and ethizal principles. 'Positive econornics’ clairms to
eschewr the ‘hurman factor’ as represented by value
judgrnents. 'TMormatve' econornics, on the other hand,
talkes into acconnt value judgrnents which are important
in politioal decizion maldng, and is regarded by neo-
liberals as being devoted to "what should be'. However,
the explicit recognition within dispassionate socio-
economic analysis of warious value pdgments can
contribute fo a moher, roore relevant, disconrse. A broader,
mmore meaningiil, formn of ‘positive’ econommdic analysis
wionlld systernatically include avarety of walue judgroents
and socio-econornic objectives without specifying "what
should be'. Problematically 'mainstrear’ (or 'positive’]
econornists treat the world &= an abstrachion from walue
judgrnents.

Conternporary ‘Tnainsiresrn econonics ' poses a numbar
of zpecific methodological problemns regarding incoroe
distibution and econornic policy. Most signiticantly it
tends to the view that income distibution is nota
wariable, and that the exdsting incorme distribation is
determined irnmmtably by ‘merlet foross’. This amoants
to the neo-liberal view that market forces should ot be
diverted by gowemmment intervention. Wheat roost
roainsireamn econorists overlook is the fact that this
posibion iz itself & valne judgoent. In other words, o

THE TRANSACTIONAL ANALYST WIMNTEE 2017/1% 39



Diversity and Social Responsibility

‘Leaving poverty and ineguality
unaddressed creates a vicious circle
which we need to break. . . poverty both
creates conditions within which mental
lness can develop on an epidemic
scale, and also prevents people from
accezsing support and treatment

accept the evisting incoroe distribubion withoat
conntenancing changes represents a clear politically
motivated stance, Conternporary literature in
microecononnic theony, particalarly that related to
economnic policy, places strong emphasis on 'Pareto
optirnality’ or "Fareto efficiency’ . **

Paretian reascning argues that any change (such as
policy intervention] cannot lead o improved econornic
welfare unless at least one person is bether off as are=alt
and nobody is worse off. Pareto optimnality [or efficiency)
rules out incorme redistribution based on taldng incomme
away fmrm sorme individaals snd giving it to others. The
wiay in which this iz described in textboolk explanatbions is
that any significant policy intervention shonld be based
on 1nanirnity and not on a majority view. Theorstically
the Pareto condition is clear and logical, however froom a
policy viewpaint it is irnpractios] becanss &) most polioy
interventions affect incorme distribubion regardless of
whether thiz has been a prime policy objective, and b)
many policy interventions are undertaloen with the
express objective of changing the incorme distribaton.

Theretore, in roalkdng the Pareto condition the central
plank of econornic policy analysis mainstrearn econormists
are essentially maldng their contrbution irmelevant. COne
of the most dangerons attributes of mainstrear
econornics is its conscious [or unoonscions] bias, with
adherents clairning that it is walue free. An alternetine
theoretical approach is eeded . Indeed, persisting in a
conceptual fratnework which precludes changes in
incorme distrbubon makes it unsuwrprsing if politicians
shun mainstrean econorists for policy advics and tum 1o
other more moalbid isciplinary souroces.

A enpressed in the opening paragraph, within this
context poverty can be regarded & a ‘chronic’ condition.
A vast atnonnt of ressamh within social peychiatry has
confirmed strong link=s bebween socio-econornic factors
and mental illness, emphassing the need for a
‘peychotherapy of the cormunity’. This is part of the
culhiral and methodological roots of transactional
analysis; we kmow that Berme's worke was influenced by
Erilczon's and Harry 5. Sullivan 's thinkbdng. Clmde
Steiner s radical peychiatry comes from the same roots.

Leaving poverty and inequality nnaddressed creates a
wicions citcle which we need to brealk. Poverty both
creates conditions within which mental illness can
develop on an epidernic scale, and al=o prewents people
fromn accessing sapport and treatmnent. Low incore also
restricts the accessibility of education and training which
wiold enhance systems providing peychotherapen iz
support. Henoe the connestion betwesn the worlds of
econormics, poverty and inequality, and peychotherapy.

“Or vk ael Thbe partiswariy wishes do thark Pietro
Cardile for his contribadion fo this afiofe.

“Tifreds Bansto was a 18k eenbiny thinker whe
artiewated stiict eopditions tor the anaiys iz of economia
i,

Or Michael Tribe, i 2 semi-mtined
academic economistwho i an
Honorary Lectumerin the Uniesity of
Strathelyde and & Business School
Affilize inGlasgow University .
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