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cepts of computability, complexity and constructivity and especially on the impacts of these concepts for economics (game theory, growth theory, econometrics and more) is interesting and stimulating and sometimes even provocative. However, many times I wished to have the opportunity to argue with the authors more intensively. Janette Walde, University of Innsbruck, Austria
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Gui, B. and Sugden, R.: Economics and Social Interaction. Accounting for Interpersonal Relations. XV, 299 pp. Cambridge University Press, Cambridge and New York 2005. Hardcover £ 45.00. This book is a collection of papers about the economic relevance of social interactions, and more speciﬁcally interpersonal relations. The background question is whether the latter affect economic performance and wellbeing. Although what is meant by interpersonal relations is not always consistent across chapters – which is suggestive of the need for clarity in this ﬁeld – Gui’s deﬁnition is referred to in many parts of the book: interpersonal relations are deﬁned as face-to-face interactions that, because of the identity of the participants as particular human beings, generate relational goods that are valued per se, and thus affect preferences and expectations. There are two key ideas in this deﬁnition: (1) part of the utility of an interaction is the interaction itself, and (2) preferences, incentives, and expectations are endogenously determined in the process of social interaction. According to the editors, these two ideas are not recognized in the rational choice approach. On this basis, throughout the book, far-reaching methodological changes are advocated. This is an example of how the book ties substantive and methodological issues very closely together, which might turn out to be a strategic mistake: it is true that many kinds of interpersonal phenomena have been disregarded in economics, despite their potential importance, but this trend is changing rapidly. Recent research – notably behavioral economics, social economics, and cultural economics – shows that the standard economic framework needs not be replaced, unless it cannot be extended in meaningful ways. This allows to study the economic implications of relational, phenomena, while maintaining rigor and a shared vocabulary. For instance, the reader will notice that the deﬁnition of relational goods used by Antoci, Sacco and Vanin is much less evocative than other deﬁnitions in the book. But it is an
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operational deﬁnition, one that allows them to study an interesting growth model, and to give a precise meaning to the notion of a ‘‘relational poverty trap’’: people may work a lot, inefﬁciently, and not engage in social activities. An approach that rejects the traditional methodology in the ﬁrst place may look suspicious, even if it puts forth important ideas. In fact the reader often has the impression that the book jumps directly to the opposite extreme (with respect to the object of criticism). For instance, Gazier and This SaintJean write that ‘‘it is impossible to understand any economic practice if one neglects to connect the analysis of interpersonal relations and the overall structure of social networks’’ (p. 245, italics mine). This seems to me an outrageous claim. What about bidding in an auction? What about evaluating an investment plan? Other chapters insist on the importance of the intrinsic value of interpersonal relations. There is no question that social relations have value per se. But at the end of the day economists should be able to give an account – both on theoretical and empirical grounds – of how such relations connect to economic behavior. For this purpose, the tools of economics are still very useful. The rest, e.g. the ontological premises and implications of interpersonal relations, are of obvious importance but, I think, simply beyond the boundaries of specialization in economics. Besides, the reader may have the impression that this approach is closer to rational choice than the contributors themselves admit. For instance, Sugden argues that one needs not analyze relations in terms of choices. He then develops Smith’s concept of fellow-feeling and shows how the affective states generated by interpersonal relations can sustain cooperative behavior. However, cooperation is a choice. Similarly Bardsley’s and Pelligra’s chapters try to explain on relational grounds experimental evidence of excessive contribution to public goods and excessive trust, with respect to basic game theoretic predictions. The hypotheses that are stressed are, respectively, those of social preferences (when deciding how much to contribute to a public good individuals may adhere to social norms, reciprocate, or conform to others’ behavior), and trust responsiveness (an act of trust induces a trustworthy response, as the trustee balances both material and psychological payoffs). However, these explanations are not only relational but also fully rational: they stress non-material social and psychological payoffs, but given these, individuals act rationally. Two questions pop up early in the mind of the reader. First, why do interpersonal relations have any bearing on economic behavior in the ﬁrst place? Hargreaves Heap’s answer revolves around the idea that society provides a mirror to judge the morality of one’s own behavior: the actions of
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others generate a sense of approval or disapproval with respect to one’s own actions. In this sense, in equilibrium, actions must be mutually validated. Second, why do we need to reintroduce these ideas in economics? When and why were they lost? Bruni’s chapter suggests an answer, offering the reader a fascinating journey through the ideas of classical and early neoclassical economists about what kind of interactions the new economic science had to focus on. This chapter is actually a good starting point to read the book, since it offers the opportunity to assess whether one agrees with the way most contemporary economists deal with interpersonal relations. From this chapter, one learns that many kinds of non-market relations were left out of the picture because relational variables were hard to deﬁne, let alone to measure, at the outset of economics. So I think it makes sense to reintroduce them today provided that we can do a better job in deﬁning and measuring. This is certainly possible, since we have better theoretical and econometric tools. The book is deﬁnitely a theoretical advancement, but the empirical side is trickier. For example, in the only empirical contribution to the book, Borzaga and Depedri use survey data and estimate a positive effect of an index of satisfaction about relations with other people in the workplace (used as a proxy for relational goods) on an index of overall job satisfaction. This correlation is interpreted as evidence of the importance of interpersonal relations for wellbeing. But it may be spurious: people who, for whatever reason, are satisﬁed with life in general or with a particular ﬁrm (two effects not controlled for), will tend to report higher satisfaction on both their job and relations on the workplace. Such evidence does not falsify the claim that workers value the relational aspects of their job, but it does not identify social interactions either. Beyond the effects on wellbeing, the book stresses the public good character of interpersonal relations. Examples of their beneﬁts are creation of trust and maintenance of social norms, which justiﬁes the concern for patterns of social engagement on efﬁciency grounds. This is an interesting point, but is only part of the story. Criminal organizations are forms of social engagement too, and in many cases intertwined with civic society. More generally, one must keep in mind a well known critique to the social capital literature, namely that sociality can have positive as well as negative externalities. For instance, Kolm’s chapter discusses preference orders that generate ‘‘good relations’’, but is not clear why ‘‘bad relations’’ are left out of the picture. The book is closed by two critical contributions discussing the mosaic resulting. from the ﬁrst 11 chapters. These are themselves two very good reviews, from opposing perspectives. In the end the reader is left with a sense of incompleteness: this book contains many interesting, original, and chal-
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lenging ideas, which economists increasingly recognize as central to economic behavior. But it lacks an organizing framework. This is partly justiﬁed by the novelty of this economic perspective, but sharper analytical tools are needed if this approach has to be useful for economic practice. In turn, this opens opportunities for research, and so the book is well worth reading and meditating. Giulio Zanella, University of Siena, Italy
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Alesina, A. (ed.): Institutional Reforms. The Case of Colombia. X, 373 pp. MIT Press. Cambridge, Mass. 2005. Paperback £ 22.95. Expectations are high, when one of the world’s leading economists, chairman of the Department of Economics at Harvard University, publishes a book on one of the most preoccupying failing states, namely Colombia, with its record numbers of homicides, its pernicious syndrome of political violencia and its cue role in the global drug complex, which in the last few years, has increasingly been attacked by the USA and its allies with military means under the label of anti-terrorism. The editor is joined by colleagues from other US and European universities. The Colombian partners and authors gather around FEDESARROLLO, the long-standing economics think tank and recruiting ground for academics and politicians with leanings toward the Liberal Party which has been the leading political force of the country since the 1930’s, only temporarily forced into opposition by military rule in the 1950’s and into a junior partner role during one presidential election victory of the Conservatives in the 1990’s (President Pastrana from 1998 to 2002), whereas the ‘‘National Front’’ of both of these traditional parties from 1958 to 1982 provided for alternate presidents, in spite of liberal majorities in parliament (Congress and Senate). One of the authors, Alberto Carrasquilla, has since become Finance Minister of Colombia, and another one, Roberto Steiner, Alternate Executive Director of the IMF. Since the book grew out of an international project to study institutional problems in Colombia with a view to suggest possible solutions, it is not only an academic exercise, but also a think tank product, directed toward institutional reform in the spirit of the leading politicians of the land. No wonder that very few, if any, historical and structural questions. and responsibilities are considered which would pinpoint to the partisan
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