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[00:00:00.00] [AUDIO LOGO] 

[00:00:04.84] GERT SCOBAL: Well, good morning, everybody. I hope everybody is quite awake physically, mentally, spiritually. Looking back to yesterday's session a bit, most of the people in the West think, and that's one thing we learned yesterday, that you cannot learn or acquire skills of compassion. However, it's more like learning piano, already after two or three weeks of training, high-level training, as we heard, you see a difference. 

[00:00:35.92] So what prevents us from doing it? One could argue, and that's probably not the most stupid argument, that it's not us serving money, but that money is serving us. And by serving us, money should serve our happiness. However, most cases economics is not about happiness. 

[00:00:58.24] What kind of pleasure is it that we derive from egotistical, self-centered behavior? When we look at the way economics works, how rude people or organizations are at times, then it seems that there is not too much pleasure, too much happiness to be expected. 

[00:01:19.82] So why aren't we not acting more compassionately? What are the precise causes? Obviously, we have to address this question on various levels in research, in our personal lives, in terms of money, emotions, values, insights. 

[00:01:40.22] Yesterday, we learned that in terms of neurobiology, we focus much too much on the fear and anger system, the system which is connected to the amygdala, as we learned yesterday, rather than focusing on the other system, which is providing oxytocin, which is crucial to our bonding behavior and to trust. 

[00:02:01.88] Well, that was yesterday. What about today? Today, we will have a closer look to economics, economics in a stricter sense. Now, I don't have to tell you that economics changed a lot during the last years. 

[00:02:18.32] Of course, there is still mathematics and statistics and strategical thinking in economics, but in addition, we have things like, Ernst is doing experiments, for example. We have game theory in economics. 

[00:02:34.86] You might know that 8 Nobel prizes in Economic Research were given for research related to Game Theory. And games can become very complex, as we will learn today. 

[00:02:50.68] Now, the question for this session is, what are the most recent, most important findings in Economic Research, which help us to understand how cooperation, how decision making, how pro-social behavior really works? 

[00:03:09.02] I think I will introduce all of the speakers individually, so that you have a feeling of where they come from and what they're doing. So the first one this morning will be Richard Layard, who is on your right side. 

[00:03:27.06] He's emeritus professor for economics at London School of Economics, where he was the founder director of the Center for Economic Performance. He now heads the Center programs on well-being. Besides that, he's a member of the House of Lords. 

[00:03:45.46] RICHARD LAYARD: No. 

[00:03:46.14] GERT SCOBAL: Not anymore. But you probably have heard of him because he, in a way, Bruno Frey, who is a professor for economics, based here at the University of Zurich, are the two main figures who introduced the question of happiness into economics. And that was really new. 

[00:04:06.08] That was very new, because talking about happiness and economics was very lofty and a dodgy question, and not hardcore Economic Research. However, as often research has to see that they are wrong. And so the paradigms slowly changed. And we will learn about this now. 

[00:04:31.04] In addition to all of this, Richard has worked on unemployment, inflation, inequality, and post-communist reform, and his speech will be on altruism and the economy. Thank you Richard. 

[00:04:45.40] RICHARD LAYARD: Well, thank you very much. And thank you, Your Holiness. It's wonderful to be able to discuss these issues with you, especially at that this time of economic reappraisal. It's very, very timely to do this at this moment. 

[00:05:00.26] And what we're going to do this morning and the rest of the day is to look at the bigger picture, especially this morning, the whole economy, the whole of society. How should it be organized so as to produce conditions for the greatest happiness of the population? 

[00:05:17.00] And this actually was always the basic question that economic theory was trying to answer for the last 200 years. And I would like to take these issues under four headings. First, what is the role of competition in the economy as opposed to cooperation? Is it only altruism that we need for an economy to function, or do we also need competition in some aspects of the economy? 

[00:05:46.14] Then I want to talk about does economic growth increase happiness? In fact, has it increased happiness? Then, moving on to the importance of cooperation, how can we increase it? And then I want to end by telling you about the movement for happiness, which we are going to launch later this year, where we hope to have your support. 

[00:06:13.68] So when we think about the relative role of competition and cooperation, we have to distinguish between the relations between individuals, where I think we all know that cooperation must be the guiding principle. Altruism above all, is needed in relations between individuals. 

[00:06:35.76] We distinguish between that and the relations between organizations, in particular business enterprises, where economists believe that the best form of relationship is competition, where one is trying to do as well as it can, and if possible, to do better than the other competitors in the market. 

[00:06:58.30] And we believe this because to make an organization perform well, it needs to be subject to an external challenge. Otherwise, it can become so easily become lazy or corrupt. 

[00:07:14.22] These are two fundamentally different types of relationship. And the founder of modern economic theory, Adam Smith in Scotland at the end of the 18th century, he very much stressed the importance of both of these. 

[00:07:28.86] But unfortunately, most subsequent economic theory has tended to stress the importance of competition, of course, between organizations. But even many economists have taken it further and stressed the importance of competition rather than cooperation between individuals. 

[00:07:53.32] And I think this is how it got the name, the dismal science, which it's often been called. Of course, there are different shades of opinion within economics, but I think in the last 30 years, we have all been exposed to views coming from American business schools, through the consulting firms that have been promoting the idea that we need competition between individuals at the workplace, within a workplace, as well as competition between workplaces. And I think that this has been a problem. 

[00:08:33.02] But I want to say that economic theory it's not a conspiracy. It's an idealistic intellectual exercise. And here I'm giving you next the main proposition in economic theory, which is that free and competitive markets will produce the greatest possible happiness in the population on one assumption. 

[00:08:58.26] The assumption is that there's no way in which people derive happiness, except through what they get through the process of exchange in the marketplace. And of course, it's the limitation of that assumption, which means that the theory is so limited in its overall application. 

[00:09:23.78] The problem, as we know, is that so many of the things that are most important for human happiness come through relationships which are not conducted in the marketplace. They come through relationships in the family, even within the workplace, between colleagues, which are not market relationships. 

[00:09:42.86] And of course, there are relationships in the community with your friends or with people that you meet in the street and that you mix with. Also very important to your experience of happy life. 

[00:09:54.08] And I think most of us here, that the problem has been that we have neglected the aspect of human relationships too much for the sake of the increase in income and output through the competitive side of our lives. And that is where we are now. 

[00:10:19.88] So the result has been that we have, through the competitive process, experienced quite unparalleled increases in living standards and real income. But at the same time, we have had no increase in happiness. 

[00:10:37.40] And that's the paradox I want to discuss next. So here are the basic facts. This is for the United States of America. You can see in the top line, the huge increase in the living standards over time. 

[00:10:54.72] SPEAKER: Do you know of incomes? 

[00:10:56.34] RICHARD LAYARD: This is the post-war period. And in the bottom line, you can see that the percentage of people who say they're very happy is no higher than it was in the 1950s. And if we also looked at the percentage, not very happy, it would be the same. This is running from 1945. 

[00:11:14.54] DALAI LAMA: Yes, '45. 

[00:11:15.18] RICHARD LAYARD: 1945 onwards, if you look at data for the other two countries for which we have the best series, Britain and West Germany. 

[00:11:26.16] DALAI LAMA: [INAUDIBLE] The '45, '50. And the economy the-- sometimes, I use sometimes, just immediately after a war. So you see a lot of suffering or anxiety during war. So immediately after, more happiness. 

[00:11:50.94] RICHARD LAYARD: Yes. 

[00:11:53.04] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:11:56.28] SPEAKER: So this might have more to do with the-- 

[00:11:59.00] RICHARD LAYARD: Relief. 

[00:11:59.62] SPEAKER: Yeah, relief. 

[00:12:00.38] RICHARD LAYARD: Sense of relief. 

[00:12:01.22] SPEAKER: Yeah. 

[00:12:01.28] RICHARD LAYARD: Of course. 

[00:12:03.61] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:12:09.16] SPEAKER: Because otherwise, it gives the wrong impression that the economy is down. There is no growth. The happiness spikes up. 

[00:12:19.88] RICHARD LAYARD: And Your Holiness, we have similar data for Britain and West Germany, which are telling the same stories. So the argument is that in countries that are as rich as these countries have been since the war, you do not experience at the level of the society as a whole, higher happiness as a society becomes richer. 

[00:12:47.78] Now, this is an obvious paradox because individuals would like to be richer. Most individuals would like to be richer. And indeed, what we find in a given society at a given point of time, that the richer individuals are, on average, happier than the poorer individuals. That is maybe a sad fact, but that is a true fact. 

[00:13:11.02] So here are the data in one particular year for the United States, which are showing you how the groups which have higher income do have higher average happiness, though, of course, it flattens off at the top. 

[00:13:31.10] So how could we explain this paradox, that at a point in time, an individual comes happier as she becomes richer, but that over time the whole country does not become happier as it becomes richer? 

[00:13:49.72] And the explanation of the paradox is that the people at the point in time are comparing themselves with other people. So if somebody becomes richer, what is important to them is that they are becoming richer relative to all the other people. So it's this comparative wealth which is important for the happiness of the individual. 

[00:14:16.72] And that then explains why, if we look at the country over the 50 years that we looked at before, it's impossible for everybody in the country to become richer relative to everybody else. 

[00:14:32.00] In fact, if anyone goes up, someone else has to go down. And this is a very profound and an important point, because what it shows is that the struggle to raise incomes, and the effort, which is going in to raising incomes is, to an important extent, fruitless because it cannot produce higher happiness, because if someone goes up, someone else has to go down. 

[00:15:02.86] And we have a technical language for this, which is that this is a 0 sum game. The total which can be achieved is fixed. All that can happen is that people rearrange who gets what from this total. 

[00:15:19.82] This is to raise incomes is therefore not a good overall goal for society. And we think that economic growth ought not now to be the main goal for Western societies. And this has begun to be an issue, as I'm sure even at the political level with President Sarkozy, the OECD, and others raising questions about what is progress. 

[00:15:49.20] So as we try to escape from the rat race of the 0 sum game, we have to refocus if we want our societies not to be on the flat plane of happiness. But moving on to a higher plane, we have to focus on sources of happiness, which can be increased. 

[00:16:14.84] And those are from positive sum activities, where each party is gaining from the interaction, from the relationship. And this means that we have to give much more attention to human relationships and less to economic growth. 

[00:16:36.94] I would like to say that my strong belief is that economic growth simply means doing things better. And it will never stop. I do not agree with the 0 growth approach. 

[00:16:54.40] Of course, we have to limit enormously our use of the natural resources, but we will become cleverer and cleverer at doing things, and that will lead to what is measured when we measure economic growth. So there will be continuation of economic growth, and it will be coming from the creative force of the human spirit. 

[00:17:15.64] It's not a bad thing, but it's not the most important thing. The most important thing is the quality of our human relationships. And we should not be sacrificing these relationships in order to jack-up further the rate of economic growth, which has, I think, been what has been happening. 

[00:17:38.18] For example, members of the financial community here will know that this community argued very strongly for less regulation of the financial system. And the argument was it will produce faster economic growth. 

[00:18:00.00] This may or may not have been true in the long run, but the question always was what could be the cost? And everybody who thought about it should have known that the cost could have been a lower stability in the economic system. 

[00:18:17.76] And what does low stability means? It means greater likelihood of unemployment, of people losing their working relationship, which is one of the most important sources of human satisfaction. 

[00:18:30.56] But a whole group of economists, I should name the city where they live, Chicago. These economists tried to persuade our profession that long-term economic growth is more important than the stability of the system and the avoidance of unemployment. This was a very shocking argument. 

[00:18:57.54] So, of course, one could say, if this great economic success produced by competition was not so important for human happiness, why do we not consider other forms of economic organization? 

[00:19:15.80] Maybe we should consider a whole economic system that is based on cooperation. That, of course, was the Communist idea that each part of the system should be engaged in a cooperative contribution to the public good. 

[00:19:34.24] I think the answer to that is that if you do not allow the free market, you will find that you do not allow many other freedoms as well. This is the fundamental thing which was wrong with this argument. 

[00:19:48.08] And that, of course, produced a very unhappy society in the Communist world. And here is some interesting evidence. On this bottom axis is income per head, and on the vertical axis is the level of happiness. 

[00:20:05.36] And I'm sorry you can't see the detailed names, but the countries ringed in the bottom left-hand corner, these are all or nearly all former Communist countries. And these measures were taken around about the end of communism. So these are an extraordinary block of the most unhappy countries ever recorded in happiness research, this group of Communist countries. 

[00:20:39.22] If you then look further up the graph, you come to other countries at similar income levels, which are not Communist, what we might call Third World countries. And then, at the top, the top right-hand corner, we have the modern advanced countries. 

[00:20:57.14] So there is a difference between the happiness in the Third World and in the First World, which is connected with the escape from absolute poverty. But when we get to the First World, we come back to my original point that absolute poverty is not the issue. 

[00:21:15.64] The issue now has become relative income, and that is why economic growth for these countries isn't making any difference to their happiness, and can't really be the main goal for the society. 

[00:21:33.56] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:21:34.81] SPEAKER: His Holiness was wondering if you could ask your question, 

[00:21:37.70] RICHARD LAYARD: Please. 

[00:21:38.14] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:21:46.60] SPEAKER: So at one of the meetings earlier, His Holiness heard the statement that when you compare the level of happiness between the people in Britain versus Cuba, the level of happiness was higher in Cuba. Why was that? 

[00:22:00.78] RICHARD LAYARD: Well-- 

[00:22:01.28] DALAI LAMA: I did a little bit different. 

[00:22:03.54] RICHARD LAYARD: No, I think Cuba is an interesting country, because the happiness level in Cuba is higher relative to its income than the typical country at that income level. And I'm sure this is because of the more cooperative spirit that was established. But of course, there was the limit coming from the absence of freedom. So let me-- 

[00:22:32.60] DALAI LAMA: [INAUDIBLE] now clear. 

[00:22:40.94] RICHARD LAYARD: So, as I say, this issue has now become a political issue that the countries of the world are considering. For example, in Britain, we now have the government Statistical Office is considering measuring regularly the happiness of the population as an alternative to measuring the GDP. 

[00:23:05.04] And this is happening in so many countries. As I'm sure, it's an international movement. But then the question is, if we want to raise the level of happiness, how to do it? 

[00:23:18.50] And I think there are the two keys that you know more about Your Holiness than I do, but one is the relationships with others, and the other is the inner life. Both of these have to be good. 

[00:23:35.32] Now, when we talk about relationships between people, one of the key issues we discussed it yesterday is trust. And there's a very interesting question, and I'll show you some answers. But a very interesting question has been asked in many countries over many years. And the question is, do you think most other people can be trusted? Do you think most other people can be trusted? 

[00:24:03.96] Now, if I'm allowed to, I would like to ask our audience before I give you the results for some countries. Difficult to see, but we must have some people saying no as well as yes. 

[00:24:21.96] GERT SCOBAL: Please answer. 

[00:24:23.78] RICHARD LAYARD: Who thinks most other people can be trusted? 

[00:24:26.28] DALAI LAMA: I think they said no. 

[00:24:29.30] RICHARD LAYARD: Who thinks most other people cannot be trusted? You see, this is such a lovely audience. There are-- 

[00:24:37.76] [INTERPOSING VOICES] 

[00:24:39.61] DALAI LAMA: No. I think maybe more of a feeling of trust within the whole. Maybe outside, I don't know. So long we are here very, very happy. So more trust each other. I don't know. 

[00:25:02.86] RICHARD LAYARD: Well, I think you see, we are all rather lucky. And I should tell you that in the most trusting country, the percentage who say yes is about 70%. And in just within the sample of OECD countries, in some countries like Portugal, it's a 10%. But Monsieur mentioned yesterday that in Britain and America, it used to be about 60%, and it's now fallen to about 35%. And we think-- 

[00:25:36.14] DALAI LAMA: I think maybe we can also generalize Great Britain or such country. But I think within the country, the people in big city, and the people in the countryside, less population, I think their way of life, I think more closer to the nature. 

[00:26:03.00] So each is working in farming or something. Then because of smaller community, smaller number, so I think the personal relation maybe, I think more stronger, cordial. In big city-- 

[00:26:18.78] RICHARD LAYARD: I think it's an important factor. It's a very important factor. But I think that ideology is also a very important factor, and that what has been happening in the last 30 years has been a huge growth of individualism and a belief that actually what is right for the individual is to try to be as successful as possible compared with other people, and that this has led many people to feel other people to be a source of a threat rather than a source of a support. 

[00:26:54.22] So I think it's a mixture of style of life and belief about what is the goal of living. So I'd just like to end with some thoughts about how we can improve trust and then inner life. 

[00:27:16.14] Here is a very interesting diagram, if you can see, which shows a factor, which is very closely correlated with trust, which is the level of, this is the level of income equality in a country. So I'll just read this out. 

[00:27:35.04] The top countries for trust, as indeed for happiness, are the Nordic countries, and the Netherlands. And they are also, of course, the most equal of the countries in the OECD. 

[00:27:54.20] And then you can see that the less equal the country, which means you're moving across to the left side, the less the level of trust, which means you're moving down the vertical axis. 

[00:28:09.20] So there is obviously a relationship there. And I don't think that income distribution in itself is affecting trust. I think that actually both of these variables are being affected by the spirit of equality. 

[00:28:27.22] The strength to which the view in the community is that you should respect each other person as an equal with an equal right to happiness, I think that this is much more strongly entrenched in the Nordic countries than anywhere else in the Western world. And it then has its implications for everything else in life. 

[00:28:55.20] So the question is, how can we rebuild our societies on a stronger basis of mutual respect and mutual regard for the equal right of each person to happiness? Just a few very quick thoughts. 

[00:29:13.02] I think that a social policy maker, schools are very, very important. We have to use our schools to create an ethos of mutual respect. In England, we now have a group of schools called value schools that are really trying to do this. 

[00:29:31.36] And we have good programs, evidence-based programs for improving life skills. And at work, of course, we need to get to a spirit of cooperation within teams by not trying to single out the contribution of each team member and pay them differently, but pay them on the basis of their group contribution and achievement. 

[00:29:54.84] And the inner life, I am no expert on, but I have been very much involved in trying to improve the support for people with mental health problems, who are, I think, one of the most shockingly neglected groups in our society. 

[00:30:10.76] They are neglected partly because people are not aware of the problem, and partly because they're not aware of the existence of solutions. So here is some evidence that in Britain the problem has been growing among young people. 

[00:30:26.50] And here is some evidence of the success rate of the newer psychological therapies, which are very scientifically evaluated and are based on many ideas that are in common with Buddhist thinking about looking at yourself from the outside, understanding yourself, promoting the positive side of yourself. 

[00:30:50.46] I won't say more about that, but there is a whole science there, which is very impressive. I want to end with our movement for happiness, if I may, Your Holiness. We are going to, we're hoping to transform our culture through a mass movement, which we are launching in England in September. 

[00:31:12.22] We have a colleague who will be doing the same thing in the United States and hopefully elsewhere. And the idea is that we will have a manifesto, where people commit themselves to trying to produce more happiness and less misery in the world, in all the things that they do in private and in public. 

[00:31:34.28] They will sign their manifesto on a website so that if we use the technique like Mr. Obama used, these people can form groups of like-minded people, and they can self-organise. But of course, they need support. 

[00:31:50.18] So, on this website, we'll be suggestions of dozens of things which a group can do to promote either their inner peace or their peace of the external society. And there will, of course, be a supporting structure of events and so on. And to make this happen, we are needing help. So that's why I-- 

[00:32:18.96] DALAI LAMA: [INAUDIBLE] 

[00:32:19.69] SPEAKER: No. 

[00:32:20.06] RICHARD LAYARD: --will be needing help and money. 

[00:32:24.29] SPEAKER: [NON-ENGLISH SPEECH] 

[00:32:29.90] RICHARD LAYARD: That is why I have put up a website. 

[00:32:32.96] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:32:35.26] SPEAKER: [NON-ENGLISH SPEECH] 

[00:32:36.62] RICHARD LAYARD: Movementforhappiness.org. 

[00:32:38.94] DALAI LAMA: So response to the, if you want to help, please join that. 

[00:32:44.38] RICHARD LAYARD: Yes. 

[00:32:45.04] DALAI LAMA: I will join. 

[00:32:45.43] RICHARD LAYARD: Oh, thank you so much. Thank you. 

[00:32:48.24] DALAI LAMA: Very good. Very good. Good. 

[00:32:52.50] RICHARD LAYARD: That was my-- 

[00:32:54.04] [APPLAUSE] 

[00:32:57.02] Your Holiness, that was my last but one request. My other request is that everybody here join us in September. Thank you. 

[00:33:08.30] DALAI LAMA: So I-- 

[00:33:08.94] [APPLAUSE] 

[00:33:15.16] GERT SCOBAL: Next. 

[00:33:16.12] DALAI LAMA: Just-- 

[00:33:16.60] GERT SCOBAL: I just wanted to-- 

[00:33:17.76] DALAI LAMA: I think it's a very good. Now, I think this is very, very encouraging. I think up to now, you see people simply stress importance of economic development, and a whole sort of mental energy or physical energy is concentrated on it. 

[00:33:38.72] Now, recently, the Indian Prime Minister, when he was in Washington, he made some comparison. Economy is concerned India behind China. But India other values-- independent judiciary, transparency, freedom of expression, free information. So these values India have, the other, lacking. So when I heard that, I really was-- 

[00:34:18.80] SPEAKER: Impressed. 

[00:34:21.06] DALAI LAMA: --very happy. Now, I think, now, for example, the concept of G7 or G8 or G20, all these economic matter, nobody paying the-- 

[00:34:36.02] SPEAKER: Attention. 

[00:34:37.22] DALAI LAMA: --sort of seriously about the other values, happiness or satisfaction. Now this, as I think you briefly mentioned, individual freedom. And then this automatically come, I think, genuine cooperation, very much based on trust and respect. 

[00:34:59.54] So again, these from my view, ultimately very much based on respect others and love other. The one Sufi practitioner, one-hour meeting, mentioned just one word-- I need you, that kind of a-- 

[00:35:20.86] SPEAKER: A concept. 

[00:35:22.24] DALAI LAMA: --concept. So that I think now whole world, I need you, that kind of thing. So I often say telling people expressing the now we should, because of the eliminate the big sort of a city, we and they, are we should be one. We should be enough whole world part of we and respect. This is not necessarily some kind of your yesterday's interpretation, altruistic. 

[00:35:54.08] SPEAKER: Altruistic. 

[00:35:54.62] DALAI LAMA: Forget one's own interest. Not that I need you, I want happiness. So in order to fulfill that, I need you and economically, or on the basis of trust relationship. Every level, we need day. So once we develop that kind of the-- 

[00:36:15.48] SPEAKER: Understanding. 

[00:36:16.62] DALAI LAMA: --feeling or that kind of view, then the trust will come. Firstly, we extend our own hand to other, and sometimes their response may not be very, very positive. Then we have the right to react accordingly. But first, if we use it without reach out by yourself. Just expecting some reactors-- 

[00:36:44.74] SPEAKER: Reach out. 

[00:36:45.74] DALAI LAMA: --reach out from other, that's wrong. We have to, first, we should take initiative. Then I think there are more chances to respond positively because [NON-ENGLISH SPEECH] 

[00:36:59.72] SPEAKER: No. Yesterday, Ernst, you gave the example of this game of cooperation. 

[00:37:07.64] DALAI LAMA: So I really appreciate, of course, all our participants, I think focusing the inner values. So that's my main interest. Not just interest. I really feel that's most important building happy world. 

[00:37:28.56] Once you respect other and consider other something the basis of my own future, then there's no room for cheating, no room exploiting, no room bullying. And then trust come and competition, also good sense. 

[00:37:47.92] You see, my dear, my friend, I also want to be equal, so competition, positive competition. Negative competition, you see in order to you become first is some try to hindrance to a obstacle. 

[00:38:05.04] SPEAKER: Put obstacles in others way. 

[00:38:06.80] DALAI LAMA: That's a negative competition, isn't it? Positive competition is I think very good for all these, so therefore, I want to join with your work. But don't expect money. 

[00:38:20.32] [LAUGHTER] 

[00:38:24.82] Of course, in certain publication or certain sort of project or-- 

[00:38:29.54] SPEAKER: Project. 

[00:38:30.08] DALAI LAMA: --some limited fund, then I can donate. 

[00:38:35.18] GERT SCOBAL: It's bit stern, but you had a question, Ernst, too. 

[00:38:37.82] ERNST FEHR: Well, I think the data Richard Layard has shown us are really fundamentally important, because they show that income growth helps when you compare rich to poor countries. In richer countries, people are happier. 

[00:38:56.36] However, in rich countries, within the rich countries, a further increase in income growth is basically not generating a further increase in happiness. And the reason for that is that people compare them. 

[00:39:12.10] There's really a shocking truth to that, the shocking cause in a sense. We compare ourselves to others, to our friends, colleagues, and neighbors. And research has shown that if their income grows, then our happiness falls. 

[00:39:30.24] That's a shocking fact. So that's at the root of the problem. Why is it so? Basically, if we raise in a rich country everybody's income, happiness does not go up. But if we raise one person's income and the other stays constant, then happiness goes up. 

[00:39:46.88] If we raise other people's income, but not the income of the focal person, then the focal person's happiness goes down. So basically, the root of this is social comparison, and-- 

[00:40:03.50] DALAI LAMA: Social [INAUDIBLE] 

[00:40:04.34] ERNST FEHR: It's basically-- 

[00:40:05.90] SPEAKER: Comparison. 

[00:40:07.50] ERNST FEHR: Our happiness depends on the degree to which we are better off than others in material terms. And here is the challenge. This is even ingrained in our biology. 

[00:40:20.94] There are data that show that if, in experiments, that if Bill and I are engaging in a task, and we are both successful, but for some random reason, I get, let's say 100 and Bill gets 50, my brain really tells me that I'm happier than when I get 100 and Bill gets 100. So there's this social comparison progress, and it's even worse if he gets 150. So my reward system in the-- 

[00:40:59.74] WILLIAM HARBAUGH: [INAUDIBLE] 

[00:41:01.14] ERNST FEHR: For you, it's worse. Well, for me, it's worse. For him, it's better. So that means here this is really in our biology. And that tells us that if we want to make progress here, we can only make progress to some extent here if we change the people. 

[00:41:24.68] If we have tools available, that changes this desire to be better than the others or to suffer when the others succeed. And this brings a whole new dimension, I believe, to the Buddhist enterprise, and it's also a challenge for our schools. 

[00:41:46.52] It's basically, we have to think how we reorganize social life, how we reorganize private life in order to get rid of this detrimental social comparisons, and this is not possible without a change in personality. 

[00:42:03.50] GERT SCOBAL: But you're not saying we change biology. 

[00:42:06.42] ERNST FEHR: Well, I think-- 

[00:42:07.38] GERT SCOBAL: [LAUGHS] 

[00:42:08.76] ERNST FEHR: Well, I think, you see what we see in the brain, maybe I mean, not everything in the brain is pure biology. What we see in the brain is very often a result of the experiences we have in social life. 

[00:42:20.70] And when I say biology, I don't mean it's unchangeable. I mean it's changeable, but it also shows that it's deep in our brains because the brain, you can really record it in the brain. I mean, if he is more successful than me, I mean, I hope it's not true for me, but for the average person, let's say-- 

[00:42:44.02] GERT SCOBAL: He still has to change his biology. 

[00:42:48.74] ERNST FEHR: Well, it's for the sake of my argument, OK? That I'm referring to me here. If he is more successful then my brain, basically, I have a blip. Basically, it goes down, my reward system goes down, and that's something we have to change through practice-- 

[00:43:06.90] SPEAKER: [NON-ENGLISH SPEECH] 

[00:43:07.60] ERNST FEHR: --through education. 

[00:43:08.90] SPEAKER: [NON-ENGLISH SPEECH] 

[00:43:11.32] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:43:17.04] ERNST FEHR: Any comment? 

[00:43:18.32] SPEAKER: His Holiness was saying it makes sense because the way you think would be reflected on the brain level. 

[00:43:26.31] DALAI LAMA: [NON-ENGLISH SPEECH] My view, I think all these, we too much emphasis importance of matter or money. We believe money is the ultimate source of happiness. So if we try to make some kind of competition in the rate of inner happiness, then good. If you are poor, but my happiness is better than that billionaire, happy. 

[00:44:01.14] So I think the whole concept, I think whole society has too much emphasis, the value of material. Never pay sufficient attention about our inner value. I think that's a mistake. Now, this works. I think this is more discussion, our discussion, these things, I think, helpful to create more-- 

[00:44:25.02] SPEAKER: Awareness. 

[00:44:26.06] DALAI LAMA: --and more awareness, I think more dimension, dimensions. 

[00:44:30.54] SPEAKER: Has more aspects to human aspect. 

[00:44:34.20] DALAI LAMA: So usually, we just use money, money, money, that money, power, just like that. So then people get other they, get this sort of idea. There are other sources. 

[00:44:50.38] SPEAKER: Sources of happiness. 

[00:44:52.76] DALAI LAMA: And then pay more attention to these things, then perhaps I think, the whole sort of concept. I think there's possibility to change. So I very much impressed. You are not only just talking, but you are thinking this is some kind of movement, some action that we need. Of course, all the hours of the participants? 

[00:45:27.11] SPEAKER: Participants. 

[00:45:27.86] DALAI LAMA: Participants. 

[00:45:28.29] SPEAKER: Yeah. 

[00:45:29.92] DALAI LAMA: Now, focusing the importance of this inner value. So further still, we need to more research work. So many level of happiness. 

[00:45:47.26] GERT SCOBAL: So that's-- 

[00:45:48.00] DALAI LAMA: Thank you. 

[00:45:50.14] GERT SCOBAL: That's a good message to take home. If you go home, don't compete for money. Compete for happiness. So you still can compare yourself to others, but in terms of happiness. Well-- 

[00:46:04.14] WILLIAM HARBAUGH: Actually, before I start, maybe I can ask you a question, or you can introduce-- 

[00:46:07.16] GERT SCOBAL: Sure. 

[00:46:07.46] WILLIAM HARBAUGH: --then I'll ask a question. So actually, it's a question for Richard. And it's going back to the graph where you have the United States 1945 to 2000. It's very flat happiness, no increases in happiness, big increases in income. 

[00:46:23.88] So this is the part I don't understand. Take away the income, and instead put infant survival rates, and put lifespan instead of income. Those also go up over time dramatically. And yet no increase in your report of happiness. 

[00:46:47.12] And this makes me wonder what your measure of happiness really is, because I cannot believe that as life expectancy goes up and the chances that my children survive goes up, I'm sure that I would be happier. And yet, your data doesn't show that. 

[00:47:05.36] RICHARD LAYARD: Well, I mean, the measure is based on asking people how happy they are. And there are various questions. Sometimes you can ask them, how happy are you with your life these days? That's kind of question. How satisfied are you with your life these days? Another question which is very often been asked, which gives very similar results. 

[00:47:27.88] Now, you might say this is just something somebody says, does it mean anything. What is very encouraging, if we leave the time series for a second, and we just have each of us saying how happy we are? 

[00:47:47.78] If we each nominate a friend, and the friend reports how happy they think we are, what the friend says is very highly correlated with what we report about ourselves. So I think it's very reassuring. 

[00:48:03.84] And actually, it would be very difficult for human society to operate if you couldn't see a lot about how happy another person was. So I'm just saying that to counter skepticism about the idea, can we know how happy people are? 

[00:48:19.30] Indeed, of course, we also know from Richie Davidson's work in particular, that we can identify brain activity that is correlated with how happy an individual says he is, both over time, and we can do the same correlations across people. 

[00:48:38.32] So the self-report, we have to take very seriously. I think it's been a mistake by many economists not to be interested in what people say about their inner states. So then you say, well, how can it be that people are giving these answers and yet so much else is improving? 

[00:48:58.88] On life expectancy, I would like to make one important point, that I think what we are talking about, what I have been talking about, has been the quality of a life lived at a particular time when it is lived. 

[00:49:15.96] But there's also, of course, a separate question of the length of life. And I think there are many social scientists who think that the best measure of the well-being, in a total overall sense of a country is the quality of life per year lived times the life expectancy. So that's bringing in life expectancy in a different way from the way you want it to come in. But I think it's important to bring it in. 

[00:49:52.58] WILLIAM HARBAUGH: Yeah, and-- 

[00:49:54.38] GERT SCOBAL: Just go ahead. 

[00:49:58.30] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:50:02.30] SPEAKER: [NON-ENGLISH SPEECH] 

[00:50:02.80] DALAI LAMA: [NON-ENGLISH SPEECH] 

[00:50:03.79] SPEAKER: [NON-ENGLISH SPEECH] His Holiness is wondering whether there is any real correlation between life expectancy and happiness, overall sense of-- 

[00:50:25.26] DALAI LAMA: Of course-- 

[00:50:25.54] SPEAKER: --happiness. 

[00:50:26.58] DALAI LAMA: --physical health, also very much related with emotion. That's clear. Constant fear, constant anger shorten our life. That's clear. But at the same time, may not be 100% so sure. 

[00:50:41.40] The long, long life because of the good body, and other facility, but that not necessarily ensure that a person mentally very happy, I don't think. I don't know. These people are experts. So actually see, experiments are research. I have no such research. I don't. 

[00:51:06.46] WILLIAM HARBAUGH: I think Richard knows this better, but in general, happiness does increase over the lifespan. And age 65 or so is when it peaks. 

[00:51:16.32] RICHARD LAYARD: Yeah. The conventional wisdom is that it goes down quite a bit up to about 45. And then, for most people here, it's probably going to be increasing from 45. 

[00:51:29.16] SPEAKER: [NON-ENGLISH SPEECH] 

[00:51:38.12] DALAI LAMA: That also I don't know. Some my friend, you see there many years ago. He once told me some sort of modern world they're youth oriented. 

[00:51:51.03] SPEAKER: They're youth oriented. 

[00:51:51.91] DALAI LAMA: They're youth oriented. So that means they're getting older then the feeling of useless. 

[00:51:59.21] SPEAKER: Uselessness. 

[00:51:59.87] DALAI LAMA: Uselessness. So that also possible. [NON-ENGLISH SPEECH] Youth-oriented society beyond the age of 45 and 50. Then time to retire, then no job, only pension. 

[00:52:20.69] SPEAKER: So His Holiness point is that if the culture is very youth-oriented, then the older you may feel less and less relevant to the culture and feeling unproductive. 

[00:52:31.45] DALAI LAMA: Well, basically I agree. You see that 45, 50, you got more deeper experience. So that experience is bringing at least a comparatively more holistic-- 

[00:52:52.27] SPEAKER: Wider perspective. 

[00:52:53.21] DALAI LAMA: Wider perspective. 

[00:52:54.97] SPEAKER: Perspective. 

[00:52:55.11] DALAI LAMA: Wider perspective? 

[00:52:56.61] SPEAKER: Perspective. 

[00:52:56.99] DALAI LAMA: So that helps to maintain more balance in our emotion. So I think, I agree fully agree. 

[00:53:04.65] RICHARD LAYARD: Yes, but I think that what you say is correct, in particular in Western societies about from 75 onwards, the point I was making, then I start to have a decline because, as you know, we treat old people at arm's length within the family. We don't have them in a warm environment in the West. 

[00:53:31.63] GERT SCOBAL: Well, gentlemen, I think it's time to introduce William Harbaugh, professor of economics at the University of Oregon. One of the things he's interested in is why do people make charitable donations at all? What is their motivation? 

[00:53:50.51] And he tries to study that with experiments and also with fMRI neuroimaging methods. And he was one of the people asking, well, when we develop economic theories, we usually do that with adults, implying that we are all very rational beings, which we are not, and behaving very rational, which we aren't. 

[00:54:17.01] So he asked the question, what do children do? How do they cope with the questions that we adults have in relation to economics? Well, William is talking now about economics, altruists, and giving. 

[00:54:33.19] SPEAKER: [NON-ENGLISH SPEECH] 

[00:54:34.77] WILLIAM HARBAUGH: So I won't say anything about children, but maybe if there are questions about that at the question session. So I'm going to start, like Richard did, with some simple economics. And this is the mainstream view of economics. 

[00:54:49.17] And I don't believe that it's a view that needs to be abandoned, but I believe it's a view that needs to be tempered, moderated a little bit. And it's a simple view. And the basic insight of economics is that oftentimes, we can rely on people's self-interest, and we don't need to rely on their sense of compassion. 

[00:55:08.75] And so economic systems are really set up to make it possible for society to operate in a way that increases happiness, maybe not perfectly, as Richard has pointed out. But in general, increases people's happiness, particularly when they're poor. 

[00:55:26.83] And we have a system of rules for society that makes self-interest turn in to a good result for the society as a whole. Those rules are really pretty simple. We tell people that they can sell what they produce to another person if that person values it more. 

[00:55:42.81] And on the other hand, if they do something that harms another person, they have to pay. So that's essentially the rules of the market capitalist system. This works because of prices, essentially. So an essential element to this system is the notion of a price. 

[00:55:59.61] And the price is very interesting. It does two things. First of all, it gives incentives for people. So if you're a producer, the price is the amount of money that you get from the consumer. And you can take that price and turn it into something that you want. 

[00:56:17.93] So the price gives you an incentive to work hard, figure out a way to produce things more cheaply, and provide things that people want, which is good in any world. This is not nasty behavior. This is behavior that's good for people. 

[00:56:34.99] So the other role that prices have in this market system is information. So it's not an incentive. But it tells me when you're willing to pay something, a certain amount of money for something, then I know how much it's worth to you. 

[00:56:48.11] And that's really important information to make society work. We need to know how much people value this, how much they value that in order to do things in a way that increases everybody's happiness. 

[00:57:00.61] So the prices are really important information. And the way that the incentive and the information parts of prices work is very interesting and complicated, I think, but very beautiful. 

[00:57:11.33] And the system, I think is very subtle and not an accident. It took a purposeful effort by human societies to set it up. But there's a big "but" to this beautiful system, obviously. And that's why we're here today I think. 

[00:57:29.39] So the truth is that costs often maybe spill over. So you produce something. There's some pollution from the production process, that hurts other people. And sometimes the rules are set up so you don't have to compensate. You don't have to pay those other people. So economists call that an externality. 

[00:57:49.25] And the logic is very simple. If I don't have to pay for the damage I do to you, I can ignore it. And if I'm self-interested, I tend not to care about it. The price doesn't provide me the incentive, and it doesn't provide me the information either. I don't know how badly this hurts you if there's no price in the exchange. So those we would call externalities. 

[00:58:12.97] Works the other way too. So there's some important things, things that are very valuable for society that just can't be produced without benefiting people who don't necessarily have to pay. 

[00:58:25.41] So examples of that, many examples of that. And actually, I think Ernst will go into that in more detail. I'm going to talk about one specific case here, and I think this will make the point. So this example is welfare assistance help for needy people in society. 

[00:58:43.59] Most of us care about this, to some extent, to varying extents, but this is certainly a concern for people. But the well-being of the poor is not a market good that has a price attached to it. It's a public good. 

[00:58:58.83] So if the well-being of the poor increases, I feel happier because I care about the poor, and I feel happier even if it wasn't me that helped make the poor better off. So I can get that feeling of well-being without paying for it. I can hope that somebody else pays for it and enjoy the benefits. 

[00:59:23.67] So that creates this problem where there's not enough support, not enough assistance, not enough help for low-income people in societies and between countries also. Rich countries don't do enough to help the poor countries because they hope somebody else will help. 

[00:59:41.79] And so we need a solution to this. And we can either rely on charitable gifts, or we could tax people, and force them to pay to help support the poor. So societies vary lots on this. This data is from the United States. 

[01:00:00.85] In the United States, 68% of families give something to charitable causes to try to, all kinds of things, not necessarily help to the poor, cultural institutions, education, many things. But there are a lot of people making these charitable contributions. 

[01:00:16.95] They're giving a fair, maybe "fair" is the wrong word. I'll be specific. They're giving about 2% of their income away. So the variation, there's big variation in that number across countries. 

[01:00:29.99] So in the United States, people give about 2% away. I looked at some other countries. The United Kingdom, they give about 1% away, France, 0.3%, Italy, 0.1%, and I couldn't find data on Switzerland. 

[01:00:49.35] GERT SCOBAL: Exactly. Switzerland [INAUDIBLE] 10%. 

[01:00:55.11] WILLIAM HARBAUGH: So there are many explanations for this. One reason we give so much in the United States is there's not much government help for poor people. Not like in Switzerland or the United Kingdom. 

[01:01:07.39] So my point here is not that one country is more generous than another, but that generosity takes different forms. There's also variation within incomes. That's of interesting. The poor give a surprisingly large percent of their income to help provide-- 

[01:01:25.13] DALAI LAMA: [NON-ENGLISH SPEECH] 

[01:01:25.29] SPEAKER: [NON-ENGLISH SPEECH] 

[01:01:28.29] WILLIAM HARBAUGH: And as people get richer, they give a little bit less. Then they start very wealthy, give more and more and more. So it starts going back up. With age, and maybe this is related to the happiness, young people give about 2%. As they approach retirement, they're giving away more and more money to charity. 

[01:01:49.69] And the other thing, I guess that's a consistent fact, is that education seems to be associated with more generosity. And so I think that relates to many of the things we've said earlier. 

[01:02:02.11] So now maybe I try to explain some of the variation. So there are big differences across some of it is associated with income, some with age, some with education. But even people with the same education, same age, some people give very little, some people give very much. So we want to understand more deeply the roots of this. 

[01:02:20.29] So we do an experiment being economists, being experimental economists. And this is done with Ulrich Meyer, who's actually a psychologist at the University of Oregon, and Dan Burkardt, who's another economist. And this very simple experiment, simpler than the experiments that Ernst talked about yesterday. 

[01:02:39.91] We give people $100 to be in the experiment. They can keep it, or they can give some of this money to a food bank. And in the United States, the food bank takes in money, buys food, gives this food to low-income people. So it's a very simple charitable contribution. I give up some money somebody who is less well-off than me gets some basic necessity. 

[01:03:05.99] The only trick in this experiment, not a trick, but what's different, is we change the price of giving. So sometimes we make it very cheap to give money away to the charity. So I give away $15, and the food bank receives $45. 

[01:03:22.29] And then sometimes, it's very expensive. So to give $15 to the charity, I would have to give up $45. And when we take that data, and we do very simple economics, and we could call this the altruistic supply function maybe. 

[01:03:41.77] And it's just like, it's like the demand function for shoes. As the price of shoes goes up, people buy fewer shoes. But here, it's charitable giving. As it gets more expensive to make a charitable contribution, people make smaller contributions. They're less likely. 

[01:04:03.47] So this is nice because this is what economists do for a living. We estimate functions like this. And when they look like that, it gets more expensive. You do less of it. Then we think these people are making a rational decision. 

[01:04:18.61] They're comparing the benefit that the poor people would get with the cost to themselves. When the benefit that the poor people get is very high and the cost to themselves is very low, they can be extremely altruistic. 

[01:04:32.91] 80% of the time, they give the money. But when it's very high, they say, no, I'll keep the money for myself now. And so that's a rational cost benefit calculation that economists know how to deal with using all our tools. 

[01:04:52.49] So it looks like not a selfish, rational behavior, but still a rational behavior. People balance the cost of themselves and the benefit that other people get. That seems to come from this data. 

[01:05:11.67] But we still have this question, why do they care about the benefit to others? This is still a bit of a mystery. So there's more to the experiment to try to get at that question of why. 

[01:05:27.09] In the experiment, we taxed them, and we give the money to the charity. There's no choice. It's OK. You're going to give $15. Give is the wrong word. I'm going to take $15 to you, and give it to poor people. End of story. No choice. 

[01:05:42.77] Now, normally, you can't do economics without a choice because you don't see any behavior. How can you learn anything without seeing what people do in that situation? 

[01:05:54.25] So here what we do is we have them pay this tax while they're inside the fMRI scanner. And so we can't see their choice. There is no choice. But we can see what happens to their brain activity as we take their money away and give it to the charity. 

[01:06:13.25] And so this is a simplified picture. And what it's showing is that this region of the brain called the ventral striatum, is something that Tanya talked about yesterday. It's very important to processing rewards of all kinds. 

[01:06:29.75] In fact, with an animal, if you gave an animal sweet food, this part of the brain would light up. So in this experiment, there's no animal, and there's money instead of food. But what we see is a very similar pattern of activation. 

[01:06:47.33] When the subject gets more money for themselves, the more money they take, the less they pay in taxes, the higher the activation in this reward area is. So there's a pleasurable reaction, it seems, from getting money for yourself. 

[01:07:03.71] But there's also, that's the yellow part, there's also this blue part. And that's what happens when you see your money going to the charity to help other people. You lose the money, goes to help other people. And so interestingly, it buys them food, which is the reason we know this is the pleasure center is because it activates when you give a rat food. 

[01:07:24.85] So the important part here is there's lots of overlap between these areas. The green areas activate when you get money. They activate when you see the charity get money. And they're both reward areas. 

[01:07:35.27] So these costs to yourself in charitable giving up the money, and the rewards to other people from the charitable giving, they seem to take place in a very similar part of the brain. And so that reinforces the notion that it's a trade-off for you, cost to you, benefit to the other. And those inputs to help you make that decision come from the same part of the brain. 

[01:08:00.93] RICHARD LAYARD: Bill, what's the blue part? 

[01:08:03.09] WILLIAM HARBAUGH: So the blue part activates when you see the charity get more money. So we tax you. 

[01:08:10.95] RICHARD LAYARD: But what part of the-- 

[01:08:12.03] WILLIAM HARBAUGH: Oh, it's called the nucleus accumbens or the ventral striatum. 

[01:08:15.75] RICHARD LAYARD: So this is the reward system? 

[01:08:17.19] WILLIAM HARBAUGH: Yes, the reward system. 

[01:08:18.29] RICHARD LAYARD: And then the green part? 

[01:08:21.47] WILLIAM HARBAUGH: All these colored areas are part of the ventral striatum. The color determines whether they activate when you get money or when the charity gets money. But they're so close. I don't think they're really that different. The machine is not perfect. There's inaccuracy. These are very close. They are related. 

[01:08:39.87] And so then the other reason that I tend to believe that people are making this rational decision about charitable giving versus the prices work, but also that activation when we tax them and give the money to the charity, how much reward or activation there is, that actually, we can use that to predict the charitable giving of the people in the experiment. 

[01:09:04.87] And the people, going back, the people who show larger rewards in these areas when the charity gets money and small rewards when they get money for themselves, those people in the charitable giving experiment tend to be altruistic. 

[01:09:22.01] So here's the catch to this. I mean, it's a very nice story so far. But somebody said economics is a dismal science. So there's something to worry about here still. And this is that, so far it looks good. 

[01:09:43.97] Self-interest means people are not going to provide enough public goods. Now, we have this evidence that, in fact, they show this big brain activation. But it turns out we still have a problem for society, despite this nice picture. 

[01:10:00.29] And this problem is that the giving in this experiment relies on what economists would call pure altruism, and paradoxically, it's hard to think about this. While pure altruism is very nice, it's good, it's beautiful, it cannot lead to increases in charitable giving in a big economy. 

[01:10:25.79] Between two people, it's no problem. If I care about the other person and nobody else is around, I can help them. It's easy. If nobody else is available to help, they need help, and I'm altruistic, I help them. 

[01:10:37.59] But in a large economy, there are thousands of people who might help. When that's the case, even though I care about this person, I also care about myself. And so I hope that Richard will help him instead of me having to. And everyone thinks that way. So the pure altruism doesn't lead. It's a strong emotion, but it doesn't lead to a big behavior. 

[01:11:02.87] So still depressing news. But there's an alternative kind of altruism that might solve this problem. Economists call this warm-glow altruism. And this comes from an economist, Jim Andreoni. So the idea with warm-glow altruism, it's more egoistic than the pure altruism. So, in the warm-glow altruism, and the reason we think this-- 

[01:11:29.45] SPEAKER: Explain the warm-glow. 

[01:11:30.93] WILLIAM HARBAUGH: So warm-glow is when Ritchie was talking yesterday about the warm heart. This is the good feeling that you get from knowing that you're the person that helped the poor. It's a good feeling, there's no doubt. But it's also it's a little bit egoistic. 

[01:11:54.49] DALAI LAMA: [NON-ENGLISH SPEECH] 

[01:11:57.17] WILLIAM HARBAUGH: It's not pure like the other kind. But it's more effective. And so the reason that it's more effective is that with the warm-glow altruism, I can only get that good feeling if I contribute. 

[01:12:18.03] So if somebody is poor, and other people are helping them a little bit, I still want to help them more to get this good feeling for myself. And so this problem of not enough altruism in a large economy is not eliminated, but it's reduced by the warm-glow giving. 

[01:12:43.79] So the conclusion is that we can rely on the market sometimes, not other times. Then we need to rely on altruism. The question is, what kind of altruism will get us to a world where things like welfare for the poor is provided? 

[01:13:01.67] And my argument is that in a world with many people, the countries with many people, pure altruism is not going to be very effective, and instead we should cultivate this warm-glow form of altruistic feelings. Thank you. 

[01:13:17.77] DALAI LAMA: Warm-glow. 

[01:13:20.59] [APPLAUSE] 

[01:13:29.37] Do you think altruism is [NON-ENGLISH SPEECH] 

[01:13:39.23] SPEAKER: [NON-ENGLISH SPEECH] 

[01:13:40.23] DALAI LAMA: [NON-ENGLISH SPEECH] 

[01:13:41.73] SPEAKER: It's true. So even when we talk about one-- 

[01:13:43.61] DALAI LAMA: I think from Buddhist psychology viewpoint. 

[01:13:45.63] SPEAKER: [NON-ENGLISH] So even we talk about one mental phenomena like altruism, it seems that there are so many different degrees and types. And even when we talk about one particular mental state, there are so many attendant factors that come into play, at least from the Buddhist psychology understanding. 

[01:14:09.23] DALAI LAMA: A wonderful research work. Wonderful. 

[01:14:12.97] WILLIAM HARBAUGH: Thank you. So I think that Buddhism has lots of ideas on how to cultivate the warm-glow kind of altruism. And the work that people have talked about earlier, I think is very optimistic for this. 

[01:14:32.63] GERT SCOBAL: So that's message number two to take home for today. Don't worry about pure altruism because it's limited as we've heard. Cultivate the warm-glow altruism. That works a lot. 

[01:14:49.14] DALAI LAMA: [NON-ENGLISH SPEECH] 

[01:14:50.67] SPEAKER: Pure altruism-- 

[01:14:51.99] GERT SCOBAL: So now we will hear Ernst again, whom you've met yesterday. He's professor in microeconomics and experimental economics here in Zurich. Director of the Institute for Economic Research, empirical research in economics. And Ernst also is very interested, it shouldn't be otherwise, in the origins of altruism. And here he is with human altruism and human welfare. 

[01:15:25.25] ERNST FEHR: So we have seen during this conference a lot of evidence by now that tells us that the old view that people are just self-interested and don't care for others is wrong. 

[01:15:44.25] By the way, it's also worthwhile to say that there is a big change happening in economics now over the last 20 years, thanks to people all over the world like Bill and Richard. And I think we also contributed to this movement at the University of Zurich that spreads this knowledge and that documented in a very clean way, that the old view was wrong. We have now behavioral evidence, very powerful, replicated 1,000 times. 

[01:16:18.49] SPEAKER: [NON-ENGLISH SPEECH] 

[01:16:25.07] ERNST FEHR: We have now behavioral evidence, and we have neural evidence. We see that when people get selfish rewards, their reward areas in the brain are activated. But when people engage in pro-social altruistic activities, these reward areas are also activated, providing hope that we can cultivate altruism even further. 

[01:16:57.91] Now, my talk today is not about the existence of altruism, but what does it do for us. So why is it important? To what extent does it help to solve big social problems? 

[01:17:16.29] And at the very outset, I would like to emphasize that when we talk about the fact that humans are not only capable, but are, in fact, have an altruistic component in their motivational repertoire, then we never say that this is their exclusive desire. 

[01:17:38.33] They always have self-interested desires, but they have also some altruistic concerns. And what I want to do today is to explore the implications of human altruism for the generation of human welfare. 

[01:17:57.09] And by doing this, I will touch on the following themes. I will talk about the relevance of public goods, how we study them. I will talk about the importance of altruistic cooperation and altruistic sanctioning in the provision of public goods. 

[01:18:17.41] And finally, I will emphasize the huge importance of the right rules of the game, of the right institutional setup, because if we are able to set up the right institutions, we can really use the existing altruism, and we can also channel selfish behavior to pro-social goals. 

[01:18:41.63] Now, let me repeat once more the definition of a public good, because it's not perhaps the same as what one would think from a layman's perspective. We say a public good exists for a social group if it can be consumed by all members of the group, regardless of their contribution to the financing of the good. 

[01:19:08.25] Welfare for the poor is one example. If Bill increases, relieves poverty, and I care for poverty, that's also good for me then. So that's a public good. And that generates a big problem, because those who do not contribute to the good also benefit from it. So there's a huge free-riding incentive. And that's at the core of the public goods problem. There's a free-riding incentive. 

[01:19:34.41] And in addition, those who contribute the public good, they bear the cost and bring advantages to others because they can consume the public good, too, implying that contribution to a public good is an altruistic act, because I incur a cost that brings a benefit to other people. 

[01:19:57.15] Now, if you take this definition, then you see immediately that selfish persons generally will free-ride. They will want others to produce it, and they want to consume it. So selfish people will never produce the public good. And that's one of the big problems I'm talking about. 

[01:20:20.57] Now, let me give a few examples about important public goods, because the definition I've given you so far is quite abstract. So I think one of the most important public goods, and it's not generally recognized to be one, is democratic liberties for all citizens. 

[01:20:41.11] Fights against dictatorships are costly for the individuals. I have here in parentheses, "See the recent conflicts in Iran, Tibet is an example, but also the history of Europe." Or the people who were at Tiananmen square in 1989, they fought for Democratic liberties, and they had a huge cost to pay. 

[01:21:07.77] And they did not succeed in that case. But in many other cases, in the long run, people succeeded in establishing democratic liberties in many countries. And once they are established, everybody benefits from it, even those who did not contribute to that public good. 

[01:21:26.21] Others, more well-known public goods are avoiding global warming, overfishing of the sea, the overuse of the atmosphere or a clean environment. And one public good that played a particularly important role in recent times is good corporate governance. 

[01:21:48.33] Many of us in this room are probably outraged by the income inequalities within companies when CEOs are paid a lot of money and the general public has sometimes at least the impression that this is not deserved. 

[01:22:04.63] Now, this is a problem. This is a public goods problem from the shareholders viewpoint in a company. Because if I am a shareholder in a large company, and I add to controlling the management and keeping the management responsible for the company, I have a huge cost. It's more than a full time job. But all shareholders would benefit. 

[01:22:27.19] So there is an undersupply of public goods. So the core of the problem, one of the biggest social problems, I think, in the world is that there is an undersupply of public goods if people just behave in a selfish manner. And that's where human altruism comes in, I believe. 

[01:22:45.15] Now, how can we get a grip on that problem? How can we study this problem in a clean way? Well, one way is to set up an experiment. And the experiment goes as follows. 

[01:23:01.45] I try to be as simple as possible. I take four people, let's say, from the audience, group of 10, and they come to my laboratory, and I give each of them $10, let's say, and they can keep the $10 for themselves, or they can contribute it to a project. 

[01:23:25.37] And the project has the following characteristics. If I am a group member, and I spend $1 on the project, the experimenter doubles the amount, so there are two buckets in the project now, and distributes the $2 equally among the people in the group, 10 people. 

[01:23:47.41] You can immediately see what's the incentive structure here. If I contribute $1, it's going to be $2 because the experimenter doubles it. It's divided by 10. So it gives me $0.20 back. 

[01:24:02.23] So I spend $1, I get $0.20 back. So for me, from my selfish viewpoint, I shouldn't do this. However, for the group as a whole, it's beneficial because the group as a whole gets $2, and I spend only $1. 

[01:24:21.19] So if we would all spend our $10 on the public good, we would all double our incomes. But we have this free riding incentive. If I look only for my own welfare, I would never contribute because it costs me $1, and it brings only $0.20 back. 

[01:24:41.63] Now, if we play that game for 10 periods in the following way, people stay together for 10 periods. They contribute to the public good simultaneously in period 1. They get feedback what everybody does at the end of the period. Then they get another $10. They can decide whether they contribute or not, and so on, for 10 periods. 

[01:25:04.21] What do we observe here? Well, we observe, they do pretty well in period 1. So here you see the graph, the cooperation rate. They spend between, in period 1 and 2, they spend between 40% and 60% of their income. That's great. 

[01:25:23.21] So 40% to 60% of their income is going to the public good. So this is a sign of altruism again. However, if you let them play this game for 10 periods, this is the depressing fact. 

[01:25:39.45] And let me tell you, this is not just in Switzerland. This is almost a universally observed phenomenon. My colleague Simon Gachter ran this experiment in 15 different countries, and in every single country, we observed this, in every single country. 

[01:26:04.23] DALAI LAMA: [NON-ENGLISH SPEECH] 

[01:26:07.35] SPEAKER: And His Holiness was wondering why there is this huge spike at the beginning. Is it because of the novelty factor, or curiosity, or? Do you have an explanation? 

[01:26:18.49] DALAI LAMA: Excitement. 

[01:26:18.87] SPEAKER: The excitement. 

[01:26:20.45] DALAI LAMA: And then go on. 

[01:26:22.84] ERNST FEHR: That's an interesting question. Let me answer it. So why is this happening? So it's really a puzzle. I have told you yesterday, and many people here on the podium have told you people are altruistic. 

[01:26:37.03] But if you look at period 10, well, pretty meager. But if you look at period 1, it looks not so bad. So now, the glass is half. Is the glass half full or half empty? Are the people altruistic or not? Why is this happening? 

[01:26:55.57] Well, the answer to this question is the following. We have roughly, at least in this data set, 50% of the people who contribute the more to the public good, the more they believe that others contribute. We call them conditional cooperators. 

[01:27:16.53] And then we have 30% of the people who contribute 0, regardless of what they believe the others contribute. So we have this heterogeneity I pointed out yesterday already. We have these selfish subjects, and we have altruistic subjects. 

[01:27:33.51] But altruism takes a particular form. It takes the form of conditional cooperation or conditional altruism. I am altruistic if I believe others are more altruistic. And that's on the one hand, a very hopeful notion, because that means if I behave altruistically, I provide a good example and I encourage others to do it. 

[01:28:01.31] But there is also a danger here, because there are also the self-interested guys there, and they depress everything, because their selfishness depresses the altruistic desires of the others. 

[01:28:16.47] So then the explanation of this data set is as follows. At the beginning, and this answers your question, many people have optimistic expectations about other people's altruism, but they are disappointed because there are these consistent free riders, and when they see the others free ride, they don't want to continue to feed the free riders, and that's why they also stop cooperating. 

[01:28:49.81] And over time, almost everybody stops cooperating. We have people here, we have groups here. We are literally in period 10. Nobody cooperates anymore. Cooperation is 0. Everybody puts in 0. 

[01:29:06.77] Now, how can we solve that problem? Well, this is the cartoon that tells you why it happens. The guy in the front, at some point, he will stop working here in favor of the others. So basically, this tells you why we see the decline in cooperation here. 

[01:29:32.72] GERT SCOBAL: There are more sitting in the back. 

[01:29:35.17] ERNST FEHR: Yeah, there are too many people sitting in the back and doing nothing. And so how do we solve that? Now, how do we solve that problem? Well, before I go to that question, let me also point out how important I think the conditionality of altruism is. 

[01:29:53.27] If you think of, for example, the issue of the welfare state, the wider the belief that welfare benefits are drawn illegitimately, the greater is the individual readiness to do so as well. 

[01:30:08.79] You see, if you don't check the people who get welfare benefits, and then more and more people start exploiting the welfare state and not behaving altruistically anymore, claiming welfare benefits even if they don't use it, the same happens with regard to corruption. 

[01:30:29.75] The more corrupt the society is, as a whole, the more each individual is willing to engage in corrupt acts. The more criminality we observe, the more each individual, or on average, this is an average statement, is likely to be willing to do such things. 

[01:30:50.69] Thus, the conditionality of cooperation is hugely important, and it implies that a task for policymakers, for CEOs, but for everybody in the society, in a sense, is to contribute to the expectation that we cooperate because that itself generates cooperation. However, as we have seen, this is not enough. The mere expectation breaks down if you don't have supporting institutions that somehow constrain free riding. 

[01:31:27.49] Now, how did we solve this in human history? Well, in human history, we did it by sanctioning non-cooperation. We sanctioned the people who exploit the welfare state, we sanctioned the criminals, we sanctioned the people who don't pay their taxes, and so on. 

[01:31:45.07] However, all these institutions that help maintain cooperation, like the rule of law, democracy, and independent police and independent judges, contract law, taxation, all these institutions are just the last millisecond in human history. 

[01:32:05.59] For 99% of our history, we had to do without these institutions. And this raises a very important question and puzzle. How have humans ever been able to create such institutions, which are themselves public goods? How was it ever possible to overcome that problem? Because sanctioning institutions are themselves a public good. 

[01:32:34.61] And I want to provide you a partial answer now, based on experiments we have done at the University of Zurich. And what we did is the following. We play the same, we conduct the same public goods experiment as before, but we add a sanctioning opportunity. 

[01:32:55.81] Now, people make a contribution decision. They see what others do, how much they contribute, and then they can use their money to sanction others. How can they do this? Well, I can spend a dollar to decrease somebody else's money in the group by $3. 

[01:33:18.81] And you would think this is an idiotic thing to do. I mean, why should I ever? I mean, I have a cost, this person has a cost. Why should we ever do this? But the people in the experiment, very just immediately grasp that this is a sanctioning possibility, and they target their sanctions towards the free riders. 

[01:33:41.59] So we see that people are willing to altruistically sanction free riders. In particular, the cooperators are willing to sanction the free riders, and you can easily see what the impact of that is. That should discipline the potential free riders, because they face now what economists call or game theorists call a credible threat, because-- 

[01:34:06.53] [SIDE CONVERSATION] 

[01:34:10.67] --there is now this sanctioning. So basically there is altruistic sanctioning occurring here. And let us see what altruistic sanctioning does. So here is what we have seen. Cooperation totally broke down in period 11. I give people the opportunity in the experiment to sanction each other, the very same people. It's exactly the same people. And look what happens. 

[01:34:43.37] So it's amazing. This is the same people, the very same people who contribute literally 0 in period 10. They contribute literally 100% of all of their money to the public good in period 20. Isn't that amazing? This very same people. 

[01:35:03.13] So basically, in a sense, you could view this experiment as a parable of human evolution. We have been able to provide essential public goods in the absence of a state, in the absence of cooperative infrastructure like rule of law because we had an altruistic tendency to discipline those who did not live up to the rules of society. 

[01:35:33.75] SPEAKER: [NON-ENGLISH SPEECH] 

[01:35:37.76] ERNST FEHR: And now the question is, is this a universal recipe? Well, let me tell you the following. I told you before that the unraveling of cooperation, the breakdown of cooperation is a universal feature. It seems to be really a universal feature in all cultures, which is important information. 

[01:36:05.09] Now, is the other thing also universal? And the answer is no. Punishment alone is not making the group universally better off. And the reason is the following. The reason is that we see societies in which those who are punished in period 4, let's say, strike back in period 5. 

[01:36:36.09] And what these people do is the following. So let me put it into the shoes of such a person. And I again want to emphasize that I'm not such a person for the sake of presentation. 

[01:36:50.85] I get punished by billing period 4 because I did not contribute. This makes me angry. And in period 5, how do I reason? Well, I think, well, it must have been one of these cooperators who punished me. 

[01:37:08.53] So let's give them a lesson. And I just single out one of them. And note this is an anonymous experiment. I don't know that I'm singling out Bill. Maybe I'm singling out His Holiness in the experiment, and think he is one of these cooperators. And I just punish blindly. I take blind revenge on some cooperators in the next period. 

[01:37:31.79] And that's what we call anti-social punishment. So there is anti-social punishment there. And in some cultures, it's really prevalent. I don't want to induce a cultural discussion here, but let me just single out one country in which it happens, which would not be surprising because the country got a lot of press in the last few months. It's Greece. 

[01:37:57.15] In Greece, we observed a lot of antisocial punishment, for example. But there are other countries too. Whereas, in countries like Switzerland, the US, or the Nordic countries, we observe just pro-social altruistic punishment. So when we look what is behind it, then we see that countries with strong civic norms, for example, civic norms is how much do people think-- 

[01:38:25.79] SPEAKER: [NON-ENGLISH SPEECH] 

[01:38:28.29] ERNST FEHR: --it is legitimate to free ride on public transport. That's one indication of a bad civic norm if they think it's legitimate. Countries with strong civic norms, they have no anti-social punishment. 

[01:38:44.05] So basically, that tells us punishment alone is not doing the job. We need the right social norms, the right teaching, the right education. But then, in combination with the sanctioning opportunity, we can generate those valuable public goods. 

[01:39:05.53] And those cultures who have succeeded in establishing these norms, they are the successful cultures, and they have been able to contribute a lot to human welfare because they solved the public goods problem. 

[01:39:21.05] And this brings me already to my summary. I argued that public goods are decisive for human welfare, that voluntary provision of public goods requires altruism, that many people display altruistic cooperation. 

[01:39:38.15] But this alone is not sufficient. Why? Because a minority of selfish individuals can destroy widespread altruistic cooperation, and many people also display a tendency for altruistic sanctioning. 

[01:39:55.11] But a minority, even a minority of altruistic sanctions, can establish full cooperation if the country has the right cultural norms, which again tells us how important education and teaching, and the whole enterprise is where we are sitting here. Thank you for your attention. 

[01:40:15.61] [APPLAUSE] 

[01:40:31.20] DALAI LAMA: [NON-ENGLISH SPEECH] 

[01:40:34.17] SPEAKER: It shows that how complex it is and how many factors need to come into play. 

[01:40:40.81] ERNST FEHR: Well, I think one of the main lessons we need to draw from this example, that the very same people can produce a disastrous outcome or a good outcome. It depends very much on how we design our institutions, which action opportunities, which rules of the game do we establish. 

[01:41:06.57] And that's what we are. What's all about right now, for example, when we talk about regulation of financial markets, it's all about the rules of the game. How can we constrain greed and self-interest in such a way that it is not detrimental for society? And I think it's, economics is called the dismal science. But let me say-- 

[01:41:31.93] SPEAKER: [NON-ENGLISH SPEECH] 

[01:41:34.91] ERNST FEHR: --in a sense, it's a very noble science. Why? Because we want to design institutions that improve human welfare. 

[01:41:49.47] GERT SCOBAL: So hopefully. 

[01:41:51.33] [APPLAUSE] 

[01:41:58.94] OK. So we all see each other at 1:30. It's number three, to take back, act cooperatively, if not work cooperatively in sanctioning, in the right way, other people. Thank you for your attention. 

[01:42:17.13] [APPLAUSE] 

