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Economics is a site ofonflicting values Economic decision-making often
generates different pay-offs for natural beingasnan communities and future
generations. Thevorld of money provides a rathepoor modelof the real
complexity of life.

The title of Paul Feyerabend posthumous bookConquest of Abundance. A
Tale of Abstraction versus the Richness of Bei(#000) can be applied to
economics as well. Economics uses two heroic assomspabout values.

» Reducibility all kind of values can completely be reduced tmatary values

o Substitutability every value can adequately be substituted by taone
values

Both reducibility and substitutability should beatlenged in real life complex
economic cases. A provoking case concerningWuoeld Bank environmental
policy can illustrate the point.

In the early 1990s, some economist advisors of Werld Bank were
considering that the World Bank should encourag@re migrationof dirty
industries to less developed countrie3he argument was as follows: “The
measurement of the costs of health-impairing poltutdepends on the foregone
earnings from increased morbidity and mortalityorfrthis point of view a
given amount of health-impairing pollution shoule #oone in the country with
the lowest cost, which will be the country with tlogvest wages. (...) The costs
of pollution are likely to be non-linear as thetiai increments of pollution
probably have very low cost. (...) The demand foclean environment for
aesthetic and health reasons is likely to have Wyl income-elasticity. The
concern over an agent that causes a one-in-a-milidhe odds of the prostate
cancer is obviously going to be much higher in anty where people survive
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to get prostate cancer than in a country where Bd®aortality is 200 per
thousand. Also, much of the concern over industatatospheric discharge is
about visibility-impairing particulates. These diacges may have very little
health impact. Clearly, trade in goods that embaesthetic pollution concerns
could be welfare enchanting.Tlie Economistebruary 8, 1992)

In the case ecological, ethical, and social valaes involved. They are in
irreconcilable conflict with monetary values. Ifaildon makers pay attention
only to monetary benefits and cost it may lead igleading policy direction.

1. Multi-per spective consider ations

Economic decision-making requires multi-perspectoamsiderations that go
beyond the world of money. The crux of the matsethiat how theevaluative
spaceof decision-making is defined.

In his influential book “On Ethics & Economicg&martya Serargues that “To
get an overall assessment of the ethical standiag activity it is necessary not
only to look at its ownintrinsic value but also itsinstrumental roleand its
consequencesn other things.”$en1987, 75)

Solving economic problems requires making a symhefsdeontological values,
goal-achievement values, and stakeholder valDesntological valueof an act

Is its value in relation to the applying ethicakrmg. Goal-achievement valuef

an act is its value in relation to the realizatioihthe goals of the decision
makers. Finallystakeholder valuef an act is its value in relation to the affected
parties.

If we want to make an overall evaluation of a decslternativeAi we can use
a vector:

v = [D(AI), G(AI), S(AI)]

where the first component of the vector is the daogical value of the
decision alternative; the second component is da-gchievement value of the
decision alternative, while the third componenthis stakeholder value of the
decision alternative.

Such a vector provides simultaneous evaluatbran action fromdifferent
perspectives Deontological value is assessed from the persgeatf an
impartial observer goal-achievement values is assessed from thegumnge of
the decision makerwhile stakeholder value is assessed from theppetisve of
theaffected parties
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2. TheMaximin Rule

Multi-perspective evaluation may preseralue conflict The best strategy is to
keep the complexity of the decision situation amg tb find an optimal
compromiseamong diverse value dimensions. Moral philosophets recently
have disfavoured compromise. But inasmuch as tk#ig@o of moral pluralism
becomes accepted, the value of compromise becomesand more clear.

Trying to balance different values against one la@ots an essential strategy in
complex choice situations. Timeaximin rulecan do the required job quite well.
It implies the maximization of the minimum pay-off decision alternatives.

Austrian logicianEarnest Zermelldirst described the maximin rule in 1912. In
his groundbreaking “Theory of Games and EconomibaB®r” Hungarian-
American mathematicianjohn von Neumandeveloped the rule furthewdn
Neumanng Morgensteirl944).

In complex decision situations theaximin ruleis stated as follows:
A* = maximin [D(Ai), G(AI), S(AI)]

Maximin rule demands the selection of teast worst alternativén the decision
space of deontological, goal-achievement, and ktdder values, in the sense
that theminimum valueof the selected alternative gseaterthan the minimum
value of any other alternative available for thecisien maker in the given
situation.

If there are two decision alternativAd andA2 then the responsible decision is
Al if and only if

min [D(AL), G(A1), S(AD)] > min [D(A2), G(A2), S(A2)]

The underlying principle is that the decision makéould find an optimal
compromise among the applying ethical norms, henigrown goals, and the
interest of the stakeholders.

The maximin rule provides Bareto optimal resulin the multidimensional
decision space. This means that given the set @ida alternatives it is not
possible to increase their value in one value dsmemwithout decreasing their
value in at least one other value dimension. |a fanse the alternative chosen
by the maximin rule dominates all the other alteves.
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3. Analyzing the World Bank case

The World Bank case reported earlier illustrates tieal complexity of
economic decision-making. Participants of WESF Budapest Futures Course
were asked to analyze this case from multiple \&perspectives.

First they reflected on the most relevathical normsdeontological values) in
the case? This provided them with the opporturdtynekedeontological value
judgmenton the World Bank environment policy options.

Second, participants discussed how does the pddigion ‘encouraging
migration of dirty industries to less developed rines’ serve theachievement
of the declaredoal of the World Bank, which is enhang®bal welfar&

Third, participants determined the most importakeholdergaffected parties)
in the case and evaluated the World Bank policyioopt regarding major
stakeholders.

Finally, considering deontological, goal-achievetmeand stakeholder values
participants made someverall value judgmentson the World Bank
environmental policy options.

The main goal of the World Bank was determined hmy hank itself (enhance
global welfare) but all the other factors in theeavere negotiable and matter of
rational debate.

The following is a rational reconstruction of aeadl multi-perspective analysis
of the case.

The most relevant ethical norm in the casdaisness The “pay-your-way”
principle: locate polluting industries so that teagho derive the largest benefits
from industries endure most of the pollution costs.

The most important stakeholders argzensof the developed countriesirty
industriesin the developed countriegitizensof theless developed countries
the natural environmenaffected by dirty industries in thadeveloped countrigs
the targetedhatural environmenin the less developed countrieand future
generations.

Thealternatives(policy options)or the World Bank weras follows:

Al
A2

encouraging the migration of dirty industries to CB
not encouraging the migration of dirty industriesliDCs
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From a deontological perspective alternative Alcestainly wrong while
alternative A2 is certainlyight because the latter corresponds to the norm of
fairness and the former violates it.

Alternative Al can bausefulfor the goal of enchanting global welfare while
Alternative A2 might beinusefulfor the achievement of this goal.

Migration of dirty industries to LDCs would bgood for the citizens of
developed countries, for the industries themselasd for the natural
environment affected by those industries in thesttgped countries. However, it
would bebadfor the citizens of less developed countries, iertargeted natural
environment in the less developed countries, amduture generations since
environmental pollution is much more controllalbhethe developed countries
than in the less developed countries. Not encongathie migration of dirty
industries to LDCs does not change the presentsstato and for these reason it
Is neutralfor all the stakeholders, except oR@iture generationgould benefit
from keeping dirty industries in the developed daes by forcing them to
innovate and to become more environmental friendly.

Taking multi-perspective considerations we coulachethe conclusion that the
World Bank should not encourage migration of dingustries to less developed
countries

Encouraging the migration of dirty industries tededevelopedountries is
unacceptable from the deontological perspective randtly negative from the
stakeholder perspective. Some questionable welfarprovement cannot
compensate for the violation of ethical norms anal gtakeholder interests. The
rejection of the policy option is justifiable alsothe case if citizens of the less
developed countries gdull monetary compensatiofrom citizens of the
developed countries.

4. Final remark

In economic decision-making thmformational basisshould be extended
beyond monetary values to incluéeological ethical and social valuesthat
cannot adequately be translated to money terms.

Theirreducible complexityf economic problems can be handled by the help of
the maximin rule that contributes to the preseorabf theRichnessf Being
which is at the heart of tH@uality of Life.
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