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Whence ik creationds

come

He who is its surveyor in

heaven

he alone knaath

And yet doth he know?
-R ig Ved

T he gods did not ead, from t& beginning
All things to us; but in the course of time,
T hrough seekinggwnay learn, and know
thngs better
But as for certain truth, no man has known it,
Nor will he know it; neither of the gods,
Nor yet of all @ thngs of wigh | speak
And een if by @dnce & vere to utter
T he perct truth, & would mself not know it

for all is but a wen veb of guesses.

-Xenophanes
A Greek bard, 570-475 &C.
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Many thanks td\nilbhai for his responsét the outset, let  of voluntary disclosures made aboveilbhai has
me list out certain points #nilbhai’'s agument with which  observed that: “[Market] order provides a set of institutions
| fully agree. Foremost among such points is assertiofin which man is induced by his aims and choices to act in
about individual liberty and freedom of choice; | cannotsuch a way that contributes as much as possible to the
agree more on this point. Even without the constitutionaheeds of the others in the socie#hilbhai does, addam
limitations to knowledge, absolutely no one, no matter howsmith did, talk about “market order providing a set of
knowledgeable s/he should be allowed to direct the actiongstitutions’, which induces or guides the individual free
of the assumedly or even decidedly ignorant ones. Historghoice of economic agents to lead the individual to “employ
is replete with instances of cruel, brutal and ruthlesshis capital in the support of domestic industnyd to direct
atrocities resulting from just such attempts. thatindustry that its produce maybe of the greatest value”,
Notwithstanding the fact that our imperative for a societywhich ultimately would lead to efficient outcomes for the
as well as special circumstances like viarorist attacks, society | prefer to remain unconvinced that inbuilt market
etc., would necessitate curtailment of personal libaity ~ mechanism would always automatically and assuredly lead
transgressions in this area should be closely monitored and development, irrespective of the choices made by the
actively debated, and transgressions thereto should bg&conomic agents, under all sets of institutions shaping
vehemently defied, by the society on an ongoing basis. multifarious choices of economic agents. | would shortly
give more reasons for such a preference.
| agree with his second point of our composite identity
comprising of various intra-personal identities, including thatOne of the possible causes of the confusion could be the
of “economic man”. It was never claimed that bettermentdefinition of the word ‘institution’. Though the word
of material conditions should be the only rational goal ofcontinues to remain loosely defined,. Lanyi
any or every individual. Empirical evidence about goal of(“Institutions, Incentives and Economic Reforms in
collective behaviour given in my last write-up, however India”, Ed: S. Kahkonen and A. Lanyi, 20083as
was meant to make a different point. In general, it did poingloquently and comprehensively indicated its meaning:
out that people act, individually as well as collectivelya  “Institutions in this sense are understood as the ‘rules of
given set of goals, wherein betterment of material conditionthe game’ that govern economy and economic policy
was low on the hierarchy of the wish-list. Question that Imaking. They include the fundamental, legal, political and
intended putting before everyone was: would selfish selfsocial rules that establish the basis for production,
interest directed towards the aim other than of materiakxchange and distribution. The rules can be formally
benefit adversely affect functioning of markets, and itswritten and enforced by the government or unwritten and
efficiency? Frankly speaking, | have my doubts, which,enforced by informal sanctiond/ell-established property
together with basis for it, are presented before the readeriyhts, enforceability of contracts; civil law and ordand
in order to invite wider debate. honest and independent judiciary...”

Let me try to more precisely position my arguments in view|n view of the aforesaid, what | am arguing could be
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summarised as: (a) selfish aims of individuals are nosizeable growth in global GDP for more than at least a
necessarily directed towards attainment of material benefitjecade, the then Chief Economist of IMF lamented: “One
(b) even if the selfish aim is so directed, attainment thereodf the areas that | find most frustrating is the complete
could be through other channels (corruption, coercionjack of guidance in economics as to how to start a virtuous
larceny etc.) if some set of other institutions guiding cycle of development in the poorest parts of the world”.
behaviour of the individuals are not in place in the society(Raghuram Rajan in IMF Suey December 2003If
(c) institutions exogenous to the market mechanism plays #he issue of how to attain development was decided as is
vital and even deciding role in shaping and guiding personalehemently believed todaguch remarks would not have
choices — engagement in productive activity being just oneccurred from such a place or person. Moregseveral
of several choices available to the individuals, and (d)gualifications have been made to Smithian assertion by
efficiency of the market cannot be natural outcome if theheoreticians and practitioners alike. For example, “The
goals of the individuals in the society (economic agents) isnarket is not a disembodied autonomous mechanism which
other than that of material betterment, and presence atorks independently of class relationshifRral
certain (undefined) set of institutions at certain level ofTransformation inAsia”, Ed. J. Beman & S. Mundle;
functionality would be necessary to direct the aim of the1992 and, “[F]Jor economic policies to bring in desired
people towards their own material betterment, as well as toesults there must be the right institutional and political
make people engage in ‘employment of capital and labourunderpinnings to these policiéscountry cannot achieve
for creating ‘largest value’. economic progress and efficiency simply by having the
government not interfere in the econodyhriving market
| am not saying here that State or society should activelgconomy does not eng automaticallylt requires
direct or guide the aims of the individual to certain ends. ljnstitutions that most people in the economically developed
howevey do raise a question: whether individual as well ascountries take for granted”l{istitutions, Incentives and
collective human choices get /end up being guided, goadddconomic Reforms in India”, Ed: S. Kahkonen and A.
and directed by social practices, cultural influences, etc.Ranyi) Such learned views eloquently points to the
Shortly, do the choices in the societies evolve within theinfirmities of the present theoretical dictate, which is
glass walls of the institutions? | am aware Weberian  zealously being asserted with the fervour of fatl (
hypothesis claiming Protestant ethics as contributory factoaeda and what it means to be Modern”, John Gray
for progress has long since been discredited. Howewer 2003)equally by academicians, practitioners and general
present argument is not limited to arguments made by Magublic, alike.
Weber | have not defined what sort of institutions should be
present at what levels of functionality for success ofSecond, it may be important to note that countries like
market order; this should, if at all, remain a subject ofRussia anérgentina as also various other countriegdar
future research. and small, that followed or were made to follow (by multi-
lateral institutions) establishment of market order rather
My preference for the doubt is born out of various things:zealously have faced severe disruptions in their economic,
First, my question begs itself because several dichotomiesocial and political life. On the other hand, countries like S.
emerge when we view empirical evidence vis-a-visKorea, Malaysia, Indonesia, Thailand, and China
theoretical assertion, and which remain unexplained to angleveloped spectacularly with substantial and active State
inquisitive mind. | had already mentioned some of suchintervention, which is against the thepag compared to
evidence in my last letteHere are a few more: Despite other democratic countries like India. | am of the opinion
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that all such evidence points to necessity of qualifying theo create conflict in some instances and multicultural
theoretical assertion that establishment of market ordedtebate and dialogues in others? How are preferences
would automatically lead to prosperity formed, and how do they react endogenously to material
and social conditions? How are notions of well being and
Third, my present position (more a doubt) thataspiration conditioned by cultural characterization?”
establishment of market order would result in growth only
if certain (as yet undefined) attitudes and values were ifrinally, to repeat, Josephidlitz (“Globalisation and its
place in the societynd the institutions that promoted such Discontents”, 2002 has recognised development as
values would also need to be in place, would require téunction of transformatiorilransformation, in my opinion,
be verified against historyMost glorious success of involves not only change of form, style and content, but
capitalism occurred in 8and 19 Century By 18"  essentially requires change of functionality; transformation
Century era of Enlightenment had already firmly is a process whereby a larva becomes a butténflihis
established in Europe, and had replaced religious orthodo)gense transformation requires control and direction of
and feudal structure of medieval ages. Secularism, personabtent forces unleashed by the process of change that
dignity and libertylaw and ordeiindependent judiciaygtc.  would result in change functionalitin this context | am
was already in place in the societyhich not only reminded ofArthur Koestler {The Sleepwalkers”,
facilitated enforcement of contracts and protection ofArthur Koestler1959 who, in a diferent context viewed
personal propertybut also prompted and promoted progress as “controlled schizophrenia and collective
technological development. Class relations had changeobsession”. It appears more than likely that process of
across the societpersonal God had replaced a tribal God,economic transformation would require presence of a
and homogeneous Civil Society had replaced communitycertain set of functional institutions in the socjétynly
Renaissance had already establishgd of Reason and to control schizophrenia and guide, goad and direct
people at large had generally come to believe that thegollective behaviour
were sufficiently empowered by their own labour and their
Reason to change their present and future conditiong,0 sum up, right conditions existed in"M@entury Europe
including their material well-being. Common man hadfor market order to successfully produce prosperity; not
stopped drawing sustenance from dependence on altruisafl countries that successfully established market order
from the feudal lords or the State. could attain prosperityon the contrary severe economic,
social and palitical dislocation had resulted in some of such
Fourth, it is being increasingly recognised that culturecountries; mere glance at generalised events — anything
affects the developmental fefrt substantially A from day-to-day affairs to quick look at history — show
symposium{Culture And PublicAction”, Ed. M. Vélton  that humans are not striving for economic prosperity;
and A. Rao, 2004)of anthropologists and economists various experts have recorded doubts about the
organised byVorld Bank came up with a resolve to further developmental process, which necessarily implies that if
investigate following questions: “How relationality that is there is but a single way to reach prosperfitg are not
the core of cultural processes interacts with economiget aware of it. In doing this | feel that | have given
processes? How do human beings construct and mobilisaifficient basis for my doubts. | request you to consider
identity and how does this affect inequality and mobility?these aspects and reflect at length on the same.
How do they organise collectively in ways that use cultural - MukeshAdenwala,Ahmedabad
constructs to bind people in groups? How does culture work
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Nature and Nature’s Laws lay hid in night
God said, Let Newton be!

LYREP - UAyai - +byVE UBA

Newton himself asserted that he had wrested its (th®ofyhctional
principles from experience by induction. In other words, Newton asserted
that the truth of his theory could be logically derived from the truth of
certain observations —statements.

K. R. Popper

...(T)he paradox of the empirical sciences, as discovered by Kant:

Newtons dynamics goes essentially beyond all observations. It is universal,

exact and abstract; it arose historically out of myths; and we can show by

purely logical means that it is not derivable from observation statements.
K. R. Popper
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The talk of ‘substances’ arises from the problem of change (“What remains
constant in change ?”) and from the attempt to answer what-is? questions. The
old witticism that Bertrand Russell's grandmother plagued him with — “What

is mind ? No matter ! What is matter ? Never mind " — seems to me not only
to the point but perfectly adequate. Better ask : “What does mind ?”

- Karl Popper - The Unended Quest (1974)
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Against the Open Society

The geatest principle of all is that nobodywhether male or female, should be
without a leaderNor should the mind of anybody be habituated to letting him do
anything at all on his own initiative; neither out of zeal, nor even playfalyin
war and in the midst of peace - to his leader he shadictlinis eye and follow him
faithfully. And even in the smallest matter he should stand under leadership. For
example, he should get up, or move, or wash, or take his meals... only if he has bee
told to do so. In a wal;, he should teach his soul, by long habit, never ¢auair of
acting independenthand to become utterly incapable of it.

Plato of Athens (350 B.C.)

‘For the Open Society

Although only a few may originate a polieye ae all able to judge it.’
-Pericles ofAthens (about 430 B.C., 80 years befBtato)

On the dawn of the Open Society

The closed societand with it itscreed that the tribe is ewghing and individual
nothing, had boken down. Individual initiative and self-assen had become a
fact. Inteest in the human individual as individual, and not only as tribab her
and saviourhad been aused. But a philosophy which makes man the eaftr
its interest began only with Btagoras.And the belief that theris nothing ma
important in our life than other individual men, the appeal to merespect one
another and themselves, appeardéodue to Socrates.

- Karl Popper (1945)
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