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It’s been almost an hour since Mr. Naïve woke up after having had hardly enough time to unplug his mind.

The breakfast is gone; provided of course, that we could call this way a piece of yesterday’s bread coupled with a cup of black and cheap coffee.

Although the tube was as crowded as usual, somehow our hero managed to catch a glimpse at his neighboring commuter’s tabloid hoping to find out the position of his favorite team.

Feeling his daily cultural duty fulfilled he walk down the street lost in thoughts until the office greets him with its particular smelling noise.

Somewhere stored in his mind is that part of the Constitution announcing the end of the private property over human beings.

After all, even when he doesn’t give any significance to history whatsoever, no one can afford to forget the very improvements in human rights over the last two hundred years.

Mr. Naïve still feels he is free to make his own choices, no matter the fact that he is bounded to work till sunset.

His employee feels the same way standing on the working flexibility agreement recently signed, letting aside the unpleasant moment invested in bargaining bribes with union leaders.

Both sides on the labor relationship have strong motives to keep pretending to be whatever but what reality shows.

On the one hand, bosses keep the system going on the basis of their “competitive behavior”.

On the other hand, workers will be allowed to be market consumers for the remaining three hours of the day, and that seems quite enough prize for accepting the rules of the game.

Given that, two different questions arise; as to how to assure the health and wide spreading of the system to begin with, but at the same time as to whether society should pursue growth and prosperity “per se”.

The rest of the essay is aimed at the answer of both questions, whereby I will start by defining “prosperity and growth” and then I will try to show why freedom and prosperity cannot always melt in a democratic competitive system by challenging Churchill’s famous statement, namely the fact that “Although democracy is not perfect, it’s the best system we have”.

Then I will conclude, however choosing democracy, explaining why, and suggesting some policies to assure it’s well working.

Prosperity and what?

As an economist attempting to study psychology, I am very familiarized with both words; prosperity and growth.

There is no need to say, however, that although familiar to me, I cannot as a matter of fact, define precisely the meaning of such words.

A common problem to social sciences is the impossibility to make objective comparative considerations across different human beings.

Prosperity is close in meaning with abundance, or lack of shortages of any type, but what it is considered abundant by someone might not be viewed   the same way by a different person.

As Steve Pinker pointed out “even when the availability of goods and services in the USA has doubled within the last fifty years, we cannot say that people is happier nowadays” (Pinker 1997)

Basically, there are many things involved in the construction of prosperity beyond material ones.

The time we spend with our families, or praying, even resting, or making love, is not considered as part of the Gross Domestic Product (GDP), besides some “professionals” of the last example, but it definitely has to do a lot with our well being.

Not only do GDP and their cousins, fail as a measure of prosperity because of the amount of things that are not taken into account, but because it sums up peoples consumption as though they weren’t different at all.

On the other hand, growth can be viewed as the rate of change of that prosperity, hence the same considerations apply.

Just as an example, statistic would say that a country is growing if people spent more time working in weapons factories instead of allocate this time in playing with their children.

The wealth of Nations

Bearing in mind the kind of problems involved in conceptualizing the subject under study, I regard as very important the analysis of the time to come in terms of which are likely to be the sources of nearest future’s wealth of Nations, and therefore where the efforts in obtaining and widening prosperity should be aimed to.

Chances are, that neither food production nor industry will be the engines of growth.

Contrary to common presumptions (even more contrary to third world ones), the wealth of future will be built in a wired and still unexplored field; “people minds”.

In a very interesting book, Naomi Klein points out the fact that, for example, Nike doesn’t produce sportive shoes.(Klein)

I am used to playing a joke with my friends asking them to answer a simple question “what does Mc Donald’s produce”; invariantly they would answer “hamburgers”, and I would say “no”.

As Klein shows, a pair of Nikes does cost almost 5 dollars while it is commonly sold at twenty times that money. Roughly the same could be said about “the golden arcs”.

Why does people pay so much then?

The answer is somehow beyond Klein’s analysis; because not only are they buying shoes or food, but prestige, social life, status, signaling, and a lot of other things carefully built by such brands in people’s mind.

Fortunately or not, I disagree with Klein’s apocalyptic view of such a phenomena.

On the contrary I cannot see why driving a car, for instance, should be better than seeing a movie, listening music, watching art, or buying a Mc Donald’s friend environment.

Moreover, I strongly believe that this is the form wealth will take (If it is not actually taking at the moment).

As a result, Prosperity will be closely linked with education, institutional development, international cooperation and integration, which at a time require a healthy, powerful and innovative government.

Education; because is the natural Bulldozer for the field where wealth is bound to be developed: People’s mind.

Institutions; because they make the difference between an idea and its realization.

International cooperation and integration; because the new forms of wealth have the powerful advantage of being built in a very moving arena, highly fertile to international trade as the UNDP ’99 pointed out when it says that Hollywood is the biggest exporter of the United States. (UNDP)

Last but not least, a proactive government; because it has to do a lot with both three conditions and, on top of that it has his own role in giving the “big push” any enterprise needs.         

How do we make it work?

Unfortunately as it follows from my previous conceptual construction; we necessarily need either a proper government or a proper one.

Lacking of alternatives, then I have no choice but sharing the bad news.

I assume the reader will be familiar with the “who was first, the chicken or the egg” paradox. Well, it seems we have a rather similar problem.

Prosperity will not be brought out from the ether, as if it were a matter of fait.

Institutions are basically endogenous, depending strongly on the way the political process develops.

That, in time, add more problems because, I think Churchill was wrong.

Not only, as Arrow proved it (Arrow 1951), cannot we sum up different people preferences, but the distortion is likely to be directly correlated with the inequality in the wealth and power distribution.

Te former, because of the same reason we cannot add apples and oranges, namely, the fact that there are no two equal human beings in the whole world.

Democracy, beyond its appeal, is a nasty system that considers fair imposing a majority’s opinion to a minority (although paradoxically, the minority is the group more likely to need protection).

Churchill’s statement has no logical base whatsoever. One may ask “Better than what?”, “In what sense?”. Since some people’s preferences are bound to be violated; under which circumstances can anyone say whose preferences are worth less?.

Nevertheless, I still prefer to support democracy.

First of all, because I cannot prove that any other system would be better (for the same reason that I could never prove that the black color is taller than the green).

Secondly and more important to me, because any change would imply a revolution and by that means hundreds or thousands or even millions of deaths, without any guarantee of improvements.

Building on the base of equality

We spoke about the correlation between the distortion democracy cause, and the inequality in the wealth and power distribution.

In the sports economics literature (Rosen 2000), an important issue is what the economists call “competitive balance”, namely, the uncertainty to predict the winner before the end of the competition.

Whenever that balance is broken, the other participants (but the winner) loose interest in it. As a result, the game whatever it was, is dead.

We can view everyday people’s life as if it were a game in which institutions (the rules of the game) are settled by their participants.

However, as soon as some actors realize that “the deeds are fake” they would loose interest in continuing, dropping out.

If the rulers failed to include them again (by changing some rules in their favor) the losers would have incentives to aggregate and play their own new games.

There is no point in saying that just as a matter of coincidence the direction and very meaning of those different games would be the same.

The odds are that they would not, implying not only fragmentation, but also confrontation among the groups (Daniel Goleman shows evidence indicating the trend toward confrontation every time people forms into groups) (Goleman 2001).

Back to our preferences adding problem, it seems to me that the more unequal the wealth distribution, the more unequal the opportunities distribution, and then, the more distorted any preferences adding process will be.

Whenever the winners can be told out from the people in advance, it follows that the losers sooner or later will drop the game, and start their own different one.

Summing up, no powerful and innovative government can arise from the ashes of confrontation, ending up any chance to develop proper institutions, a decent educative system, and so on.

Without the weapons of mass wealth construction no society whatsoever can achieve neither prosperity nor growth.

The very challenge to prosperity and growth is, therefore, to make sure that the winner can never be told in advance, giving any citizen of the world the chance to build his own destiny.

In so doing not only will the poor have found interest in participating, but even the rich will have achieved the certainty that the show will go on.
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