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The motivation for this talk stems from a recent book
defending paternalism

| disagree with Conly's premiss: ‘we’ are very far from

knowing that "We are too fat, we are too much in debt, and
we save too little for the future’

My goal here is to offer some reasons for epistemic humility:
if ‘'we' is the government, it is very hard for ‘us’ to know what
is good for a given individual, and even if ‘we’ did know that,

it would be hard to figure out how to promote that
individual's good
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WHAT IS PATERNALISM?

Just so we're on the same page...

(cf. Dworkin) An agent A acts paternalistically towards a patient P
if and only it A implements an interference with P's liberty or
autonomy, Z, against P's will or without P's knowledge, such that Z
oromotes P's well-being, goals, or interests W

Here focus on well-being, as understood in the Nudge literature
(satisfaction of ‘rational’ preferences)

Essential: interference Z— P's well-being W — means-ends
relationship between Zand W
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JUSTIFYING PATERNALISM

There are ethical and epistemic challenges to justifying paternalism
Here the focus is on the epistemic challenges
| maintain that paternalism is justified only if:
A knows what constitutes P's well-being or what his goals or interests are.

A knows that the intervention Z ‘works’ in that it induces the desired
behavioural change

A knows that the observed behavioural change promotes P's well-being, goals
or interests

| argue that if A is a government, typically, neither of the three conditions is fulfilled
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JUSTIFYING THE EPISTEMIC
PREREQUISITES

My definition deviates from Dworkin’s in, among other things, an
epistemic condition — Dworkin only demands that A 'believes’ that Z
promotes P's well-being or that Z'is intended’ to promote P's well-being

While this is adequate for the ordinary notion of a paternalistic act, it
won't do for justifying government policies

It is hard to see how an interterence with people’s liberty can be justified
if it in fact makes them worse off or it makes them better off only by
chance

My first question is therefore: Does the government know which
interventions work?
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It may be admitted that, so
far as scientific knowledge
[i.e., knowledge of general

rules] is concerned, a body (

of suitably chosen experts
P

may be in the best position 3 A
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)
h 8

to command all the best
knowledge available —
though this is of course
merely shifting the difficulty
to the problem of selecting

the experts.
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The point | am making in this paper is broadly Hayekian: it questions whether

the government has the knowledge needed to implement benetficial social
policies

Even Hayek (perhaps for the sake of the argument) assumed that the public
could defer to a group of experts (who could be consulted by the government)
in matters of scientific knowledge, i.e., knowledge of general rules

It turns out that choosing which experts matters a great deal as there is little
consensus in social science... about anything

Let’s look at scientific knowledge concerning the effect of the intervention on

an observable outcome variable (programme enrolments, gym membership,
dietary intake...) first
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Until the Card-Krueger study, most economists,
myself included, assumed that raising the minimum
wage would have a clear negative effect on
employment. But they found, if anything, a positive
effect. Their result has since been confirmed using
data from many episodes. There's just no evidence
that raising the minimum wage costs jobs, at least

when the starting point is as low as it is in modern
America.
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,‘ Three conclusions, in particular, stand out. First, as
( indicated in chapter 3, the literature that has emerged |
since the early 1990s on the employment effects of
minimum wages points quite clearly—despite a few
| prominent outliers—to a reduction in employment
opportunities for low-skilled and directly affected
workers.

|
| .
how of are controversial:
|

|

crease employment
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The effects of any social policy intervention | know of are controversial:

Do or don't increases in minimum wages decrease employment
opportunities (Card/Krueger/Krugman vs Neumark and Wascher)?

Does or doesn't a tax on sugary drinks decrease their consumption
(Edwards 2011)?

Do or don't prevent laws mandating the use of bicycle helmets
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Analysis And Comment

No clear evidence from countries that have
enforced the wearing of helmets

BMJ 2006; 332 doi: htips://doi-org.ezphost.dur.ac.uk/10.1136/bm|.332.7543.722-a (Published 23 March
2006)
Cite this as: BMJ 2006;332:722

D L Robinson, senior statistician (drobinsc@aanet.com.au)’
University of New England, Armidale, NSW 2351, Australia




Arguments against helmet legislation are flawed

Brent Hagel, Alison Macpherson, Frederick P Rivara, Barry Pless

Robinson’s opposition to helmet laws is contrary to
published evidence on the effectiveness of bicycle hel-
mets.” At least six independent studies have reported a
protective association between wearing bicycle helmets
and head mjuries.” ™ Furthermore, systematic reviews

of the relation have all noted a protective effect of

helmets.”" Similarly, six studies have examined the
relation between helmet laws and head injuries, and all
found a reduction in head injuries after legislation was
enacted.”"™

What do the data show?

Robinson suggests that the percentage of bicycle
related injuries that are head injuries seems to be
declining and that this decline started before the
enactment of the law. However, her figures also show
that helmet laws are successful in increasing helmet use
and seem to be associated with a decrease in the
percentage of head injuries. The effect of helmet use is
most evident in her fig 2, where the increase in the per-
centage of cyclists wearing helmets corresponds with a
decrease in the percentage of head injuries. The corre-

Beware of confounders

DOES THE GOVERNMENT KNOW WHICH

Montreal Children’s
Hospital Research
Insutute, Montreal,
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The effects of any social policy intervention | know of are controversial:

Do or don't increases in minimum wages decrease employment
opportunities (Card/Krueger/Krugman vs Neumark and Wascher)?

Does or doesn't a tax on sugary drinks decrease their consumption
(Edwards 2011)?

Do or don't prevent laws mandating the use of bicycle helmets
orevent head injuries (Robinson 2006 vs Hagel et al. 2006)?

(For this reason alone | wouldn’t want to leave the choice of experts to
the government...)
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THE CONCEPT OF LOSS
AVERSION IS CERTAINLY THE
MOST SIGNIFICANT
CONTRIBUTION OF PSYCHOLOGY
TO BEHAVIORAL ECONOMICS

vioural economics

* Hyperbolicd

* Loss aversion (Gal and Rucker 2018
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, [ INCREASES (IE, LOSSES FOR CONSUMERS) DO
The sameistrue, if NoT IMPACT CONSUMER BEHAVIOR MORE THAN
PRICE DECREASES (IE, GAINS FOR
CONSUMERS). MESSAGES THAT FRAME AN
APPEAL IN TERMS OF A LOSS RE NO MORE
PERSUASIVE THAN MESSAGES THAT
FRAME AN APPEAL IN TERMS
y OF A GAIN
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The same is true, in fact, of the facts of behavioural economics

't turns out that for every ‘well-established’ fact (effect,
phenomenon...) in behavioural economics we find studies disputing
Its existence

Hyperbolic discounting (Andersen et al. 2014)
Loss aversion (Gal and Rucker 2018)
Endowment effect (Plott and Zeiler 2007)

Overconfidence (Juslin et al. 2000)
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Are there perhaps systematic reasons for the persistence of controversy? Yes, three!

First, answers to social science questions are highly contextual; they depend on (at
least):

Place and time of application (sin taxes, hyperbolic discounting?)
Horizon (minimum wages, selt-control)

Contrast (stop-and-search)

Outcome measure (E.g., Choi et al.: participation rates vs actual savings)

A fully specified question might therefore have a true answer, but questions are rarely
tully specitied (and if they are, answers might not be relevant to a policy problem)
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Second, there are no generally accepted methodological standards in social
science

In economics there has been a debate between deductivists and inductivists since
nearly the beginning of the discipline (Ricardo, not Smith!)

The current instalment of the debate is that between ‘design-based’ and
'structural’ econometricians concerning the evidential status of RCTs and quasi-
experimental techniques

While there are very good reasons to doubt that RCTs are a ‘gold standard’, their
opponents have not proposed alternatives that are widely accepted

Thus, even if there is a true answer to some policy question, it might not be
knowable
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Third, for a variety of reasons, it is extremely difficult to keep personal value
judgements from influencing factual beliefs

This is because fact/value entanglement is pernicious in the social sciences
— ubiquitous, irreducible, significant and unlikely to be resolved by
agreement on values

Another reason is that the interpretation of evidence is often influenced by
the adopted theoretical framework, the choice of which tends to reflect value
judgements:

How many left-wing Austrian economists are there?

And how many right-wing post-Keynesians?
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The next question we need to ask is whether, even if we accept that an

intervention changes behaviour in the desired direction, it improves people’s
well-being

Till Grine-Yanoff: we need knowledge of the mechanisms in order to assess
well-being effects

Unfortunately, the interpretation (or explanation in terms of underlying
mechanisms) is even more controversial than the effect itself

Very generally speaking, we can explain an apparent violation of rationality
as (a) a flaw in the design of the experiment (e.g., Harrison); (b) a flaw in the
used standard of rationality (Hayek, Gigerenzer); or (c) a flaw in individual
reasoning
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More specitically, every ‘effect’ of behavioural economics is subject to
multiple interpretations:

Status-quo bias (e.qg., loss aversion vs inertia)
Endowment effect (e.g. prospect vs neoclassical vs evolutionary theory)
Hyperbolic discounting (visceral factors vs uncertainty about risks)

Miscalibration of subjective probabilities (availability heuristic vs fluency
vs regression towards the mean vs risk category)

And of course there is little agreement about which of the candidate
explanations is correct
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5 , WILL SHOW THAT THERE IS
O I e N Y . cYOND QUESTION A BODY OF VERY
IMPORTANT BUT UNORGANIZED
KNOWLEDGE WHICH CANNOT POSSIBLY BE
CALLED SCIENTIFIC IN THE SENSE OF
KNOWLEDGE OF GENERAL RULES: THE
KNOWLEDGE OF THE PARTICULAR

CIRCUMSTANCES OF TIME AND
PLACE.
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IT IS WITH RESPECT TO THIS

P EO P I_EI S WE I_I THAT PRACTICALLY EVERY INDIVIDUAL
HAS SOME ADVANTAGE OVER ALL OTHERS

IN THAT HE POSSESSES UNIQUE INFORMATION
OF WHICH BENEFICIAL USE MIGHT BE MADE,

BUT OF WHICH USE CAN BE MADE ONLY IF THE
DECISIONS DEPENDING ON IT ARE LEFT TO

HIM OR ARE MADE WITH HIS ACTIVE
COOPERATION
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DOES THE GOVERNMENT KNOW
PEOPLE'S WELL-BEING?

This is the Hayekian argument about knowledge that is dispersed in society
Why? My goals (preference, interests...) reasonably vary with my situation:
| shouldn’t desire what | can't achieve
Incentives structures may be local
The consequences of bad decisions vary with an individual’s situation
Preterences are shaped by experience

Debiasing mechanisms are local
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DOES THE GOVERNMENT KNOW
PEOPLE'S WELL-BEING?

The first thing to note is that it is really hard to know someone’s preferences even if one knows
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WORTH, MANY EMPLOYEES SAY
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MORE. IN ONE STUDY, 68 PERCENT OF
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. SAVINGS RATE IS “TOO LOW,"” 31 PERCENT
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SAID THAT THEIR SAVINGS RATE IS "ABOUT
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THEIR SAVINGS RATE IS “TOO Jiven to
HIGH."
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Most of the evidence paternalists cite is in fact irrelevant:

Talk is cheap

Evidence of behaviour in violation of RCT is at best evidence of conflicting preferences,
not of what the true preferences are

Laboratory evidence is context-free

Most studies produce average results that are not informative about individual
preferences, individual effects or even effect distributions
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planners must base policies on their own assessment of
what is good for people
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But even traditional paternalist policies are difficult to
justify because knowledge of the effect of interventions

on target variables and their implications for well-being
are highly controversial



