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ETHICS & ECONOMICS

Amartya Sen

While the fortunes of some opulent persons have suffered sharp
declines, the most affected have, in general, been people who are at the
bottom of the pyramid in the respective countries - and in the world.
Families who were already worst placed to face any further adversity have
often suffered most from still greater deprivation, in the form of lasting
unemployment, loss of housing and shelter, loss of medical care, and other
deprivations that have reduced the lives of hundreds of millions of poor
people.

We can appreciate the severity of the current global crisis by
examining what is happening to the lives of human beings, especially the
less privileged people - their well-being and their freedom to lead decent
human lives. We cannot assess the severity of the problems by looking only
at the gross national products and other indicators that focus on inanimate
objects of convenience, rather than on human freedom - its extent and
tangibility, and of course its deprivation and decline and decimation. Ethical
ideas, in particular those concerned with global justice, are inescapably
involved, even if the powerful relevance of ethics in economic analysis is
often implicit - and frequently missed.

Not all of Europe’s problems are endogenous. There is a very
distressing issue to be faced right now concerning the waves of attempted
immigration and asylum seeking by precarious people in North Africa and
the Middle East, trying to get refuge in Europe. There is clearly a dilemma

here, since allowing endangered people to drown in the sea is morally



unacceptable, and yet admitting into European residence large and growing
numbers of people from elsewhere can also be seen as problematic for
Europe’s economic stability.

It might be tempting to think that the problems of African people are
not Europe’s concern. But that separatist view is hard to defend, partly for
ethical reasons (for example, because human rights are matters of moral
demand across national borders), but also for practical reasons, in
particular because Africa’s problems, if left unaddressed, can ultimately
affect and disrupt the lives of people elsewhere — even in Europe — as
violence, terrorism and social chaos travel across borders. The solution
may not be large-scale immigration into Europe (though some of that will
undoubtedly have to occur), but finding solutions within Africa itself
which may need resources as well as global attention. What cannot be
sensibly done is to shut one’s eyes to problems across the borders of one’s
own nation. Indeed, issues of global justice influence people's lives
everywhere in the world, since we no longer live in self-contained little
boxes.

Turning to problems generated entirely within Europe (rather than
coming from elsewhere), there is need to scrutinize carefully the imposition
by European financial leadership of a general regime of economic austerity
as a solution of too high a burden of debts, which has badly affected the
living standards of many countries in Europe, particularly in the south.
Many European countries require important institutional reforms,
including those related to tax collection, retirement age, work flexibility,
and others. But the need for specific institutional reform is not the same
thing as a need for across-the-board general austerity.

The policy package demanded by the financial leadership of Europe



has been, despite its rhetoric, severely anti-growth. The economic growth of
the Euro zone has been faltering over many years now. While the economies
and the people involved have suffered, the deficits have been quite resistant.
There is, in fact, plenty of evidence in the history of the world that indicates
that the most effective way of cutting deficits Is to resist recession and to
combine deficit reduction with rapid economic growth. The policy package
demanded by the financial leadership of Europe has been, despite its
rhetoric, severely anti-growth. There has been some appreciation very
recently of the policy mistakes made in crisis management in Europe, but
the acknowledgment has been only partial, and the policy change far from
adequate.

Austerity has even prevented the effective pursuit of institutional
reform. The pursuit of the reforms that are needed in Europe has, in fact,
been hampered, rather than aided, by the confounding of the distinction
between (1) reform of bad administrative arrangements, and (2) austerity in
the form of ruthless cuts in public services and basic social security. Europe
does need many economic reforms of different types, such as the stopping of
the evasion of taxes, preventing government servants from using favouritism
in the exercise of the power that the society gives them, regulating banks
that are tempted to work irresponsibly — or worse — in unrestrained pursuit of
their own gains (sometimes biased heavily towards short-run profits), and
changing unviable conventions about early retiring age that are
economically hard to sustain and morally difficult to defend. The
requirements for alleged financial discipline have tended, in unclear
thinking, to merge together the two distinct issues (reform and austerity),
even though any scrutiny of the demands of social justice would view

policies for necessary reform in an altogether different way from



indiscriminate cuts in important public services.

Perhaps the biggest problem in European policy making has been the
lack of democratic practice, especially the denial of public reasoning
preceding policy choices, relying instead on authoritarian prioritization of
the demands of the financial leaders of Europe. Even when elementary
distinctions have been overlooked by the financial bosses through crude and
narrow thinking, opportunities for adequate public discussion — through the
practice of democracy seen as "government by discussion” (as John Stuart
Mill did)- could have remedied that narrow unilateral thinking. But that is
not how European decisions have largely been taken. Even though
government after government has later fallen in post hoc voting and
electoral debacles, that is no substitute for the important need for public
discussion before making major decisions that affect the lives of people.
What is needed is an ex ante role of public discussion in public choice, and
not just an ex post role in voicing disagreement and disapproval.

The pursuit of justice — and a commitment to reduce social injustice —
demand that we ask the right questions about what is to be done, and seek
answers through open public discussion.

Much in Europe and in the world will depend on how effectively

Europe deals with its predicament and challenges.
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