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Patrick Gunning, Kenneth Chan, Mathias Klaes, Nuno Garoupa, Frank Lorne
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1991

(G. K. Chesterton)

(benchmark)
(benchmarking) (reference
point) (guidepost)
(status quo)
(efficiency)
(endowment) (income distribution)
Coase (1992, p. 713) "My contribution to economics has been

to urge the inclusion in our analysis of features of the economic system so obvious
that, like the postman in G.K. (hesterton's Father Brown Tale, 'The Invisible
Man', they have tended to be overlooked."

Okun (1975)
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1937
(firm) 1960
(the world of zero transaction

costs)

(stereotyping)

(rule of thumb)

(behavioral benchmarks)

(theoretical benchmarks)

(policy maker)

(aworldview)

(qualitative) (quantitative)

Coase (1937, 1960)
Lewisch (2004) (identification) Lindenberg & Frey (1993)
(frame)
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(Judge Posner)

(The heart of economics is insight rather than technique)

(a theory of benchmark)
(economics as a worldview)

(economics as a benchmark)

(equilibrium)

(Gary Becker)

(initial

condition)

Posner (1997, p.14)
Becker (1976, 1993)
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(comparative static analysis)

(opportunity cost)

(maximization) (optimality) (efficiency)
(status quo) (inflation rate)
(unemployment rate) (growth rate) (exchange rate)
(base)
(second best) (first best)

Buchanan (1969)
(constitutional economics)
Brennan & Hamlin (2004, p. 128)

"Just what is the status of the status quo in economics? ...The first [answer], and
perhaps the most obvious, is the role of the status quo as a benchmark for
assessing welfare improvements within the Paretian framework of traditional
welfare economics." (emphasis original)

Sah & Stiglitz (1986)

Arnott & Stiglitz (1991) Y onay (2000, pp. 343-4)
"I have learned that economic theory has become much more elaborate than
simple supply and demand functions, competition and general equilibrium are
indeed used as benchmarks, but current models handle a much richer spectrum of
situations." (emphasis added)
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(Max Weber) (ideal types)
(doctrines)
(Taking
Rights Seriously) (Dworkin)
Weber (1968, pp. 21, 57) "ideal types of socid action which ... are thus

unrealistic or abstract in that they always ask what course of action would take
place if it were purely rationa and oriented to economic ends alone. This
construction can be used to aid in the understanding of action not purely
economicaly determined but which involves deviations arising from traditional
restraints, affects, errors, and intrusion of other than economic purposes or
considerations.” Weber (1949, p. 42) "The 'ideal' constructions of
rigorous and errorless rational conduct which we find in pure economic theory
have exactly the same significance.”

Weber (1949, p. 43) "For the purpose of characterizing a specific type of
attitude, the investigator may construct either an ideal-type which is identical with
his own personal ethical norms, ..., or one which ethically is thoroughly in conflict
with his own normative attitudes."



51

Dworkin (1977, p. 176) "The basic idea of a right-based theory is that
distinct individuals have interests that they are entitled to protect if they so wish."
Dworkin (1977, p. 177) "Plainly, any right-based theory must presume rights

that are not ssimply the products of deliberate legislation or explicit social custom,
but are independent grounds for judging legislation and custom."

Dworkin (1977, p. 198) "Any one who professes to take rights serioudy...must
accept at the minimum, one or both of two important ideas. The first is the
vague but powerful idea of human dignity. ... The second is the more familiar
idea of political equality.”

(Harris, 1996) (Property and Justice)
(property)
( )
10
( )
(natural equality) (the vaue of
autonomous choice) (the banning of

unprovoked invasions of bodily integrity)
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(doctrines)
(Hand's rule) (strict liability)
(the last clear chance rule) (the reasonable person
rule) (the but-for criterion) (the foreseeable criterion)
(normative)
(positive)

1974 ("The

Market for Goods and the Market for Ideas")
Posner (1985, p. 104) "The question arises, in what frame of reference

should that discretion be exercised? Pragmatic? Utilitarian? Christian?

Darwinian? Rawlsian? Nozickian? | suggest that wealth maximization provides

the most acceptable frame of reference (emphasis added). Posner

(1995, 1998)

Coase (1937) Coase (1960)

Hsiung

(2001, 20044, b)

Coase (1974)
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(S. Rosen) (Austrian
School) (L. Yeager)

2004 (Econ Journal Watch)

(M. Kremer) (C. Morcom) 2000

(American Economic Review)

(M. De Alessi)

(value-added)

Rosen (1997) Yeager (1997)
De Alessi (20044, b) Kremer (20043, b)
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(daily routines)
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[an average talk]

(D. Kahneman) (A. Tversky)
600
A 200 B 1/3 600
2/3
A 400
B

A

(framing effect)
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(Ultimatum) 10

(utility

maximization)

(economic individual)
(M. Granovetter)

(embeddedness)

Tversky & Kahneman (1981) "When
framing influences the experience of consequences, the adoption of a decision
frame is an ethically significant act." (p. 458)

Thaler (1988, p. 198, f4)

Frank et al. (1993) Yezer et d. (1996)
Mortensen (1986)
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(social
individual)
(S. Milgram) (J. Sabini)
(Bronx)
("Excuse me, may | have your seat? ")
68%

(voting paradox)

Granovetter (1985) Swedberg (1990, chapter 5) Landa (1994)
Milgram & Sabini (1978) 2004 9 14

Feddersen (2004)
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94

(self-image)

Lewisch (2004)
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1
(tool)
(clever animals)
(loss)
(gains) (status quo)
-5 45 (dimension)

(cognitive sciences)

(North, 1990)
(informal constraints)
Posner (2003, p. 4)
Kahneman & Tversky (1979) Keman et al. (1996)
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(which)

Lewisch (2004, p. 442) "When factually seeing a certain situation,
individuals will assign and ascribe a certain 'meaning' to these facts, and the
meaning ascribed will differ according to the perspective adopted. The choice
setting is, hence, not identical for different individuals, who do not share the same
‘window to the world'; moreover, the choice setting is not identical for the same
individual, if he switches from one window to the world to another."

Lawson (1997)

Cosmides & Tooby (1994) (rationality)

Frank (1988)
Dorner (1996) ( )
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(why)

(causal relationship)

Gigerenzer & Selten (2001)
(fast and frugal)
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(rationality)

(the institutional structure of production)

(the institutional

structure of behavior)

Coase (1992)
Lindenberg & Frey (1993, p. 201) "economists often de facto use framing
effects by choosing the most 'relevant’ utility arguments for the analysis on an ad
hoc basis (i.e. on the basis of implicit background knowledge about the
situation.)...the theory of framing combines rational choice with the idea that the
definition of the situation matters."
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(the worldview of economics)

1960

(T. Kuhn)

Taylor (1995, p.6)

"Economicsis away of thinking; " Frank (1991)
"Thinking Like an Economist”
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(paradigm)

(R. Heilbroner)

(J. Galbraith) (power)

(mass

production)

(positive)

Kuhn (1962), Heilbroner (1996) Galbraith (1983)
Heilbroner (1993)
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(normative)

(relentlessly and unflinchingly)

(top-down approach)
(bottom-up approach)

(pointwise wisdom)
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(facts)
(economic way of

thinking)

Hsiung (2005)
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(the real thing)
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(data bank)

(insight)
(technique) (conditional

statement)
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Benchmarks and Economic Analysis

Bingyuan Hsiung*

Abstract

This paper focuses on a concept that has attracted relatively little attention
in the literature, even though the concept is important to both theoretical
analysis and human behavior in general. In particular, the concept of
benchmark and its implications are explored. In advancing an argument,
economists are taking the existing literature as the departing point and trying to
have value-added. Controversies and/or debates between economists are often
related to the fact that their arguments are based on different benchmarks. In
addition, benchmarks are also prevalent in the other social sciences, with
Weber's ideal types in sociology and various doctrines in legal studies as clear
examples. Alternatively, human behavior goes through the sequence of
cognition, reasoning, and response; each and every link of the sequence is
related to past experience which serves as a benchmark. However, the factors
relevant to an individual for a given situation, say, voting, may be different
from what economists believe them to be. Both theoretical and behavioral
benchmarks are illustrated and a synthesis is provided. In essence, benchmarks

are tools, as such the functioning and maintenance of this tool are affected by

* Professor, Department of Economics, National Taiwan University
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cost/benefit considerations relevant to all tools.

Keywords: benchmark, reference framework, economic analysis.
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