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Preface

generally, the ethical nature of human existence itself, is a

question that has long been a subject of debate among
sociologists and economists alike. It is the question that has
divided the two camps while guiding us toward a deeper
understanding of our activities as agents of multiple orientations.
This book presents my work on two themes about the ethical
nature of human existence as spontaneous activities in relation to
the environing world that this existence reveals to itself. Our first
theme deals with human existence as socio-cultural agents who
seek symbolic profits under a system of cultural symbolism and
value patterns/norms, and the other deals with human existence as
economic agents who seek economic profits under a system of
relations that define the market equilibrium.

There is a close affinity between these two facets. Our activities
as socio-cultural agents are anchored in a system of cultural
symbolism and value patterns that are internalized in our
institutionalized dispositions. As such agents, we seek symbolic
profits by expressing our choices systematically in reference to this
system. The rationality of such expressive behavior should,
therefore, be as dictating and sensible as the rationality of seeking
economic profits. The point we make is that expressive behavior
would not be possible in a vacuum, that is, without some externally
given sources of value patterns and symbolism with which to
express our choices. This entails that socio-cultural choice
behavior is intertwined with these sources that we discover in an

I low to understand human activities and behavior, or, more



environing world through our own existence as socio-cultural
agents. Specifically, the behavior expresses itself as a consistent
norm-guided behavior that helps reproduce the same norms and
value patterns and maintain the symbolic nature of our activities.
Furthermore, such norm-guided behavior is not independent of the
conditions of the bounded rationality in the sense that it helps
reduce the cost of decision making and problem-solving, thereby
serving as powerful heuristics that simplify otherwise complex
problem-solving and lead to the attainment of symbolic profits at
the same time. It is equally an important source of predictive and
predictable behavior.

Our second theme relates to the legacies of rational expectations
in economics in relation to the phenomenology of consciousness
and existence in philosophy. The theory of rational expectations is
rooted in the temporal nature of human consciousness and
existence, in which the three moments of the temporality, namely,
the past, the present, and the future are united. Just as in the case of
socio-cultural agents, human activities as economic agents unfold
in reference to a system of economic relations that define market
equilibrium and thereby make it possible to anticipate what is
coming and to fulfill this anticipation in the present through a
consistent plan of actions. As human activities are temporal by
nature, economic profit seeking would be an empty proposition
unless it is related to a system of market prices, both present, and
future, as important sources of signals that serve as guides for
profit seeking. This economic profit seeking, therefore, is a
behavior that is intertwined inseparably with a system of market
relations that are mediated by the formation of expectations based
thereon. By making the temporality of our consciousness and
existence explicit in terms of intertemporal optimization and
rational expectations, the theory of rational expectations is calling
us back, once again, to the ethical nature of human existence in
which our consciousness and existence work with the future, the
present, and the past as three unified moments of our activities as
forward-looking agents.

The rationality of expressive behavior resembles that of
intertemporally rational behavior aided by rational expectations in
that the institutionalized dispositions that internalize cultural value-
patterns and norms reproduce these patterns and norms, just as
rational expectations and decisions based on the market relations
reproduce the market signals at equilibrium that are expected to
come through. Both are predicated on the existence of a reference
system of relations that are maintained either through
institutionalized dispositions that internalize what is external or



through expectations that calls for the use of external information
about the market equilibrium prices that are consistent with
expectations. Both can be thought of as expressions of the bounded
rationality as the complexity of the problem-solving is significantly
reduced by relying on systematic external information without
losing sight of what will come through as a result of choices we
make.

We hope that this work sheds some new light on what appears
to be complex phenomena of rational behavior, expressive or
otherwise, as well as on the ethical nature of human consciousness
and existence that grounds all of our choice decisions, be it for
symbolic profits as socio-cultural agents or for economic profits as
economic agents.

Hiroaki Hayakawa
April 10, 2019
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1. Introduction

rationality of expressive behavior of socio-cultural agents in

the context of cultural symbolism, and the other on the
theme of the legacies of rational expectations in relation to the
phenomenology of inner time consciousness and human existence
as activities. The two themes are related to each other in that while
expressive behavior of socio-cultural agents is embedded in a
system of cultural symbolism and grounded in socio-cultural norms
and institutionalized dispositions, rational expectations of
economic agents are equally grounded in the objective relations
that define the market equilibrium of all decisions made by
forward-looking agents. Socio-cultural agents seek symbolic
profits, which are possible only if the agents anchor their behavior
in cultural value patterns and symbolism. Similarly, economic
agents seek economic profits, which are possible only if the agents
are placed in the market system that imputes equilibrium prices
that allow them to form expectations that are consistent with such
prices. Both behaviors are predicated on the existence of an
external system of reliable information, be it a system of cultural
symbolism or a system of market equilibrium prices, which guides
agents in their profit seeking. Socio-cultural agents would be blind
were they placed in a vacuum of no symbolism or no cultural value
patterns/norms that would be visible only through the interactions
of such agents, and economic agents, likewise, would be blind
were they placed in a vacuum of no objective relations that would
emerge through the interactions of forward-looking agents who
count on such relations. Both agents, socio-cultural and economic,
try to make optimal decisions in relation to what they seek under
their environing world.

This book has two chapters, one on the theme of the
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More specifically, the first chapter looks into the rationality of
expressive or symbolic behavior that is guided by socio-cultural
norms and a system of cultural symbolism that evolve over time.
We attempt to characterize human behavior as expressive, norm-
guided behavior facing bounded rationality. We argue that theories
of institutionalized dispositions or habitus provide a basis on which
to build our understanding of this behavior as a rational expressive
behavior aimed at symbolic profits under constraints of feasible
economic means, available information, the pressure of social
sanctions, and the presence of psychological satisfaction. In
particular, we address the following points: (1) how cultural value
patterns and norms turn into institutionalized dispositions, (2) how
a socio-economic order evolves and is constituted of
institutionalized dispositions, cultural capital of lifestyles, shared
expressive symbolism, and social norms, (3) how social want
emerges as a convoluted want constituted of social facts and social
desire for upper-status identification, (4) how the behavior based
on this want can be characterized as rational behavior that seeks
symbolic profits, and (5) how this behavior is related to the
bounded rationality in problem-solving. It is argued that it is
through expressive behavior based on institutionalized dispositions
and the bounded rationality that a socio-economic order emerges
and evolves as a system of cultural symbolism and value patterns.
We make a point that the behavior of socio-cultural agents must be
grounded in an environing world of a system of cultural symbolism
for them to be oriented properly and achieve symbolic profits.
Rather than yielding to the view that the behavior of socio-cultural
agents is too complex to be abstracted as rational behavior, we
argue that symbolic profit seeking is just as rational and sensible as
economic profit seeking. But, this has to be demonstrated in a
convincing manner. We hold a view that symbolic profit seeking
and economic profit seeking are essentially two sides of the same
human behavior that seeks to fit itself to the environing world with
profits serving as a measure of success.

The second chapter looks into the legacies of the rational
expectations revolution that took place in the 1960s and 1970s, in
relation to an equally revolutionary movement in philosophy that
preceded it, namely, the phenomenology of internal time
consciousness a /2 Husserl and human existence a /a2 Heidegger.
Keynes’s General Theory was a revolution against classical
economics, but this theory, either in theory or in econometric
practice, is based on a particular epistemology that is not consistent
with what this phenomenology revealed. The Keynesianism was
met by a counter-revolution known as the theory of rational
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expectations. In the transitional period, Friedman introduced the
idea of intertemporal optimization through his permanent income
hypothesis and advocated a unified treatment of consumption,
investment, and asset demand as inseparable facets of the same
decision-making. With Muth's insight taken into account that
expectations should be rational and consistent with what the
market actually informs at equilibrium, Lucas unified this
consistency with the principle of intertemporal optimization. This
path-breaking epistemology led to a new view on the working of
the economy and changed the course of economic sciences and the
art of policy-making ever since. But, as we show, there was, prior
to this development, a radically new movement in philosophy
known as the phenomenology of human consciousness and human
existence. We argue that this phenomenology is intimately
connected to the theory of rational expectations and intertemporal
optimization. More particularly, we bring to the fore the
connection between Husserl's internal time consciousness and
Heidegger’s characterization of Dasein as unified ecstacies of
temporality on the one hand and the new paradigm of the theory of
rational expectations that combined intertemporal optimization
with market equilibrium conditions on the other. In so doing, we
also observe that the basic tenet of the theory of rational
expectations can be thought of as a radical shift in viewing human
activities, and, at the same time, as a return to the ethical nature of
human existence, which dates back to Aristotle who viewed human
existence as a life of activities under the virtues of character and
intellect.

Human activities are all connected to one another under a
unifying virtue of intellect, and that our understanding of human
behavior is incomplete without knowing how it is related to an
environing world that is revealed to us through our own activities.
Human agents are symbolic and socio-cultural as well as economic
in their orientation, and the rationality of human activities makes
sense only in reference to a system of cultural symbolism under
which symbolic profits are sought, or to a system of market prices
under which economic profits are sought. Human activities,
therefore, unfold as a pair of what they seek and an environing
world in which this seeking takes place. Essential to profit seeking
is to anticipate what is coming and to fulfill it through our own
activities that leave their traces behind as history. The rationality is
a name given to the temporality of human consciousness and
existence that discover an environing world of means, values, and
symbols that make profit-seeking possible, meaningful, and
befitting to our activities.
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2. Socio-cultural Evolution,
Institutionalized
Dispositions, and
Rational Expressive
Behavior

Introduction

ow to characterize human behavior as an expressive
behavior of homo socius vis-a-vis social norms and cultural

symbolism is an extremely demanding question to answer.
This paper attempts to tackle this question by addressing (1) the
evolutionary nature of a socio-economic order that is constituted of
institutionalized dispositions, cultural capital of life-styles, shared
expressive symbolism, and social norms, (2) the formation of
social want as a convoluted want constitutive of (a) social facts of
lifestyles of social classes and (b) the socially acquired desire for
upper status identification, expressed as an emulation and
avoidance pattern over such styles, (3) the rationality of human
behavior as an expressive behavior based on the social want, and
(4) the plausibility of norm oriented expressive behavior under
conditions of bounded rationality in problem solving. We introduce
the notion of socio-economic rationality that captures expressive
norm-oriented behavior as rational symbolic profit seeking
behavior. We hope our inquiry will answer Herbert Simon’s call
(1978) for an active intercourse between economic and other social
sciences, and Hodgson’s (1986) suggestion that in understanding
human behavior it is not necessary to fall into the trap of complete
voluntaristic individualism (upward causation) nor into the trap of
the structural determinism (downward causation). We also answer
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why postulation of a utility function on an a priori basis is
inadequate to deal with cultural-expressive behavior.

Given the complexity of the question, our inquiry proceeds, step
by step, in the following sequence and organization: First, we need
to review critically the three major theories on the
institutionalization of human dispositions, namely, Adam Smith’s
theory of moral sentiments, Veblen’s theory of the leisure class,
and Bourdieu’s logic of practice and distinction. This is followed
by a review of Parsons’ structural-functional theory of social
actions and social systems. Because Parsons’ theory identifies all
essential elements that are necessary for society to be integrated as
a system of an enduring order, we believe it helps place the first
three theories in relation to one another, particularly from the
standpoint of institutionalization of dispositions and cultural
symbolism. Rather than expressing these theories in general terms,
we find it necessary to take this step in order to abstract a common
core that runs through them and which helps lay a foundation on
which to build a theory of expressive behavior under cultural
symbolism. Then we discuss how human tastes/preferences/
dispositions are shaped by social and cultural norms and how they
constitute social want as a convoluted want constituted of social
facts and socially inculcated desire for upper status identification.
We propose that characterizing human behavior as a rational socio-
economic behavior requires two things: (1) socially acquired
dispositions that keep behavior of individuals in proximity to each
other to form norms and (2) a social space endowed with shared
cultural symbolism as well as with cultural capital made up of
accumulated knowhow of consumption which is necessary for
making symbolic profits. Social want is not privation in the
abstract since it arises only when an individual lives in a particular
social space endowed with a particular symbolism. It is, therefore,
not possible to identify this want with any utility function given a
priori no matter how many arguments are entered. We argue that
social want is a convoluted want, most usefully defined by
convoluting socially acquired desire or proclivity for status seeking
and identification and the particular properties of a social space
that can serve the motive for emulation and avoidance. We show
that the choice behavior under such preferences/dispositions can be
treated as a ‘rational behavior’ in the sense of seeking symbolic
profits subject to feasible economic means and other constraints.
This proposition, therefore, establishes that man, whether isolated
as an independent individual or embedded in a socio-cultural
context as homo socius, is a prudent being regardless of the nature
of underlying preferences/dispositions as long as human activities
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are teleological in nature (aiming an end). The concept of
rationality, therefore, is not a patent of the field of economics. If
man as Aomo socius is rational in terms of symbolic profit making
and upper status seeking, such rationality must be mediating
evolution of a socio-cultural system. Our paper argues that such is
the logic of institutionalized behavior and cultural evolution.

Views on human behavior, unfortunately, have been split
between two extreme poles, one that assumes that human beings
are essentially hAomo oeconomicus, i.e., autonomous agents guided
by rational goal orientation dictated by the principle of
instrumental rationality, and the other that assumes that human
beings are homo sociologicus (or homo socius), i.e., voluntary
agents whose dispositions are socially formed and reflect society’s
common normative values that hold their behavior within socially
meaningful and acceptable bounds, and whose behavior is
expressive in nature under cultural symbolism. These extreme
views are powerful in their own right, but they have left a middle
ground largely unexplored, in which the two views may be
subsumed into a more general notion of rational agents. If we want
to characterize human behavior as an expressive behavior with
respect to cultural symbolism, we need to ask if it is possible to
integrate the two poles under a more comprehensive view that
human behavior is an expression of socially acquired dispositions
through use of whatever symbolic means there are in the context in
which it is expressed. It should be mentioned that there have been
new important lines of research that are helping bridge the gap,
such as psychological economics started by Kahneman & Tversky
(1979), rational choice sociology, and experimental economics and
game theory, all of which are helpful in understanding expressive
behavior. As Thaler (2000) suggested, it is time to shift our focus
from the notion of Aomo oeconomicus to a more comprehensive
notion of hAomo sapiens, whose distinguishing feature is the
sociality and communication.”

Before proceeding to a critique of the four theories, it is useful
to clarify the position that this paper is taking. Under a sociological
perspective, it is argued that the distinguishing feature of a socio-
economic order is that the constituent members of society,
possessing socially acquired dispositions, are guided, in their
behavior, by common values (including rules of conduct).
Economists may express this fact by saying that such values set the
normative parameters within which autonomous agents behave
under the principle of instrumental rationality (through means-end
relations), whereas sociologists may go a step deeper into the
psychological and sociological makeup of individual agents by

H.Hayakawa (2019). Rational Expectations and... KSP Books




arguing that such values, when internalized into their motivational
structure, may form dispositions prone to follow a certain logic of
practice that is meaningful in social and symbolic terms. In
phenomenological terms, we can say that human beings, through
their acts of intentionality, interpret the state of their being by
understanding their relation to a world they find themselves in, and
that if this environing world is endowed with certain common
values and cultural symbolism, an agent’s interpretation of his
being cannot remain aloof of them. Human activities always
involve others. One cannot, therefore, ignore the fact that such
values play a decisive role in governing human activities, whether
in scientific endeavors, business transactions, or community
activities. This is also true of the religious values as the source of
faith and beliefs that ground human beings as loving and caring
beings. Thus, to recognize that a socio-economy as an organized
system is a spontaneous order evolving with social norms, cultural
symbols, and ethical and religious values is only a first step toward
understanding human activities as an intricately organized
expressive behavior, not as activities that are largely independent
of these values. It is the stand of this paper that abstracting
economic transactions merely in terms of simple self-centered
calculations, without knowing what 'being self-centered' really
means and without accounting for on what factors such
calculations are based, is not enough in grasping a socio-economic
order as an integrated totality. Economic motivations that come
from the principle of the in-order-to’s of human actions become
meaningful only when they are cast in the light of what makes
man’s living in this world profitable in terms of his life-project to
be completed. It should be reminded that the good (the end) that
human actions aim for is intertwined with the good of society in
Aristotle’s ethics.

With this stand, this paper starts with a critical review of the
major institutional theories on the issue of how a socio-economic
order emerges and holds together all categories of values:
economic, social, cultural, ethical, religious, linguistic, and even
aesthetic. This review is necessary to clarify and analyze what is
meant by the institutionalization of common normative values as
the functional foundation of a social system. We will show that it is
the principle of institutionalization of dispositions that underlies
the three theories, which are essentially theories of socio-cultural
evolution. They share a similar generative principle and have a
homological structure with differing points of emphasis. We know
that Parsons and Bourdieu, as sociologists, are adamantly opposed
to the economists’ view of rational behavior that reduces human
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agents to the level of instrumental goal-orientation or mechanistic
responses. Parsons insists in The Social System that this scheme of
instrumental goal-orientation is not adequate in explaining social
actions in a social system, for which institutionalization of
common normative values is quitessential. Likewise, Bourdieu, in
The Logic of Practice, is opposed to the economists’ description of
rational agents as mechanistic responses, and, in Distinction, he
argues that economic variables are not enough to account for
symbolic profits that social agents seek. Such criticisms should not
be ignored, but, at the same time, it should be kept in mind that the
disposition-based practices aiming at symbolic profits cannot be
meaningful performed in a socio-cultural environment without
mediation of a selective or screening principle, which implies that
some criterion is necessary for selecting a certain object from a
feasibility set. Although Bourdieu points to the spontaneity of
practices, the difficulty of problem solving involved in such
practices could be even more demanding than any straightforward
problem of making a choice from a given feasibility set, if the
practices are to be non-mechanistic and socially meaningful. This
is the reason why the cultivation of the codes of decorum by the
leisure class is time consuming - a virtue of consumption in
Veblen's view. One may be able to choose easily what one likes,
but, when it comes to symbolic profits, one must ponder on what
would be the best choice to make in symbolic terms. This is why
we think that the logic of practice may become greatly affected by
the accumulated knowledge of economizing schemes of problem
solving that can serve as socially and culturally meaningful
heuristics. Human beings go through the process of trial and error,
and successful experiences tend to collect momentum in solving
complex problems. In dealing with human behavior in the context
of a socio-cultural environment, it is necessary to go beyond the
conventional dichotomy between preferences on the one hand and
the situations in which choice making is embedded on the other,
and to integrate the institutionalized normative values with the
rationality principle that mandates that one select a most effective
object of choice from the alternatives that are feasible, whether for
cultural profits or social comparison or any other gain, without
losing sight of the spontaneity of human existence and a socio-
economic order in which this existence is intimately situated. What
we intend to accomplish through our examination of these theories
of institutionalization is, therefore, to bring the fact to better
understanding that human beings, through their acts of
intentionality, more particularly, through their acts of categorical
intuition, synthesize the irreal objectivities ideationally and
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construct a social and cultural space in which the choices made are
conferred with a symbolic meaning that would otherwise not exist.

I need to ask for patience as the four theories are reviewed
through their critical parts. This step is necessary in order to
identify the core idea and the homological structure of
institutionalization on which our theory of symbolic expressive
behavior is based. We start with Adam Smith as the forerunner of
the tradition of spontaneous order and institutionalization.

Adam Smith’s Theory of Moral Sentiments

and Cultural Evolution

Adam Smith’s thesis, The Theory of Moral Sentiments (1759)
(hereafter MS), explains how our moral sentiments of approbation
and disapprobation, combined with moral faculties that respect
moral rules of conduct, can account for an evolutionary process of
a harmonious economic order by instilling, in man, ambition and
industry to accumulate wealth for the purpose of obtaining fancy
contrivances as objects of admiration by spectators. This race of
wealth accumulation splits the society into two ranks, high ranks
(the wealthy) and low ranks (the poor), the former respecting such
virtues as freedom, independence, and generosity whereas the latter
respecting such virtues as prudence, justice, frugality, industry, and
strict observance of rules. The race also gives rise to emulation and
avoidance as the rich seeks to distance themselves from low ranks
by setting a new fashion that avoids the meagerness with which
their fashion may become associated when it has been emulated
successfully by those of low ranks. People of low ranks, however,
work industriously, develop sciences and arts, and produce
innovations, which will enable the economy to produce fancy
contrivances that are acquired by the wealthy in setting their
fashion. The race, through differentiation of classes and virtues,
produce employment opportunities necessary to feed the multitude
while the economy becomes more extensive in its order. The
principle of custom and habit, as an extensive principle, mediates
the exact process of evolution by habituating man’s tastes and
aesthetic sense of beauty and propriety of all objects of choice,
modes, arts, and judgments. Everything falls into the hand of
Providence.

Adam Smith holds that if man is only interested in the direct
(raw) utility of anything, the economy does not grow as an
extended order. There simply won’t be enough force to drive an
economy. To make this point, Adam Smith starts Part IV of The
Theory of Moral Sentiments with an observation that the utility is
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one of the principal sources of beauty and that objects of happy
contrivance produced by the art of production are valued more than
the end for which they are produced and that the whole merit of
such objects consists in attaining them, which is worth all the toil
and the adjustment of the means to acquire them (MS, 257-258). A
refined watch is a good example, as what interests man is not so
much the convenience and the knowledge that it affords as the
refined nature of the good itself (MS, 259). But, this subtle
difference makes an enormous difference in the way the economy
develops its order. The raw utility that articles of conveniency
yield is limited and does not justify the toil needed to attain it. But
if such articles become objects of admiration by spectators (acquire
symbolic values), the merit of acquiring them takes on a different
meaning, and man’s striving for this end collects a force that
perpetuates and drives economic development. When a poor man is
exposed to the articles of conveniency displayed by the rich, there
arises in him ambition to be wealthy by being industrious. Man’s
endeavors to acquire talents, professions, better jobs and his
willingness to bear the required burden of hardship and sacrifice all
originate in this ambition, although those observable articles of
vanity sought so earnestly do not yield much of the conveniency
dreamed of, in comparison with cheaper articles of similar utility
(MS,259-261). The principal cause of this quest for elegant
contrivances as means of happiness is rooted in man’s proclivity to
pay more attention to the sentiments of other people for his mode
of living and in man’s belief that such fancy contrivances are
objects of admiration and applaud of other people, although this
belief is separate from how much such goods contribute to the
happiness of their masters (MS, 261-262). The real satisfaction,
with all its implications, is confounded into a view that man’s
unceasing endeavors in the economy that is turning out fancy
goods of contrivance and man’s ambition to win admiration of
other people by becoming wealthy and obtain such goods are all
part of the harmonious movement of the system."

The economy is thus viewed as a grand harmonious order.
People find a real source of satisfaction in fancy goods of
contrivance as objects of admiration, the system arranges itself
beautifully by keeping people industrious, wealth is sought as
something noble, and the economy expands as a harmonious order
with increasing opportunities of employment for the multitude.
There is nothing intrinsic about such confounding of satisfaction,
beauty, order, and nobility. Although it may be a deception, this
harmony keeps the industry of mankind in perpetual motion and
the economy as an extending order. This industry and ambition is
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the source of all sorts of innovations that embellish our life and
push the frontiers of sciences and arts. The order of the economy
never loses its harmony as the wealthy, whose stomach is far less
than their desires for conveniency, consume only a small but the
most precious portion of the output produced in the economy while
the rest trickles down to lower levels to feed those who actually
produce the trinkets and baubles enjoyed by the great. Our love for
the beauty of order and elegant contrivances also permeates our
desire for better institutions that promote the public welfare. Thus,
the moral sentiments for approbation rouse man’s ambition and
industry, spawn innovations, promote development of sciences and
arts, adore accumulation of wealth, extend the order of an economy
with the employment of the multitude, and advance better
institutions for public welfare, all part of Providence that sees to it
that the entire system be kept in a harmonious movement without
leaving any part unaccounted (MS, 262-268).

Elaborating on the origin of ambition and the distribution of
ranks (Ch. II, Section II, Part I, 70-83), Adam Smith argues that
because we are disposed to sympathize more with joy than with
sorrow, we want to demonstrate our riches, conceal our poverty,
pursue riches, and avoid poverty. Our ambition is to acquire
refined articles and to derive from this acquisition the advantage of
sympathy, complacency, and approbation from the spectator. This
vanity is only founded on our belief that we are exposed to the
attention and the approbation of other people. It is this observation
and admiration by other people which renders greatness to the
objects of envy, and compensates all the toil, anxiety, and loss of
leisure that is forfeited in its acquisition (MS, 70-72).

Despite the grand beauty of a harmonized system, Adam Smith
is quick to point out that our disposition to admire the rich and
neglect the poor causes our moral sentiments to be corrupted,
although this corruption is part of the great order. There are two
roads man can take in gaining the admiration of mankind, either by
taking the road to wisdom and virtue or by taking the road to
wealth and greatness. Wisdom and virtue are admired only by a
select few, but wealth and greatness are admired by the multitude.
It is by taking the latter road that our moral sentiments become
corrupted, but this corruption is not uniform. It splits between the
inferior and superior stations of life. In the inferior stations in
which most men find themselves, men develop the virtues of
prudence and justice in seeking professional abilities and in
observing the rules of justice, which are reinforced by the
sentiments of neighbors. In the superior stations of life, however,
where the success depends on winning the favor of the proud and
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vain superiors, the great virtues are tamed by the external graces of
a man of fashion. But, because of man’s disposition to imitate the
living of the rich, men of the superior stations distance themselves
from men of the lower stations by setting a fashion or a decorum,
with all vices and follies to go with it. Men of the lower stations
emulate this fashion as a noble object of admiration. In this way,
the fashion set by the rich, through envy, takes most men away
from the road to the great virtues, as they remain ambitious at
emulating this fashion, although it is the illusion that it would give
the successful emulator the joy of a more generous living and earn
the respect and admiration of the spectator. Those at the lower
stations of life are not all miserable, as they, by their virtues of
prudence and justice, work with diligence, produce innovations,
and develop sciences and arts, which are all essential in keeping
the economy going as an extending order. The point is that their
moral sentiments are affected with the ambition to earn the respect
and the admiration of the spectator. It is such affected dispositions
that are the source of man’s industry. Thus, the economy as a
harmonious order thrives as a perpetual race to get the greatness
and power of wealth. Corrupt as man’s virtues may be, such
corruption is part of Providential Guidance. From the standpoint of
evolution, it is important to note that society bifurcates into the
upper and lower stations, which turn the moral sentiments into
different dispositions and cultivate different virtues, one for
consumption and the other for production. Since such dispositions
and virtues become what are expected of men belonging to the
different stations, they acquire the moral force, and, in this sense,
can be regarded as institutionalized dispositions (MS, 84-90).
While our moral sentiments become corrupted, Adam Smith
holds that how our moral sentiments are shaped is affected by the
principles of custom and fashion, or by the principle of habituation,
which can cause different judgments of beauty to emerge in
different ages and nations. Repeated observation of different things
habituates our mind to appreciate similar connections in similar
situations, and such habituation gives rise to our custom of
connecting different things, with the sense of the propriety or the
impropriety of varied combinations of things. Under the principle
of habituation, a fashion, initiated by men of high ranks of life,
through repeated observation, acquires the sense of being
something genteel and m