Studying economy makes you a more selfish person?

Marcelo Caffera*, Leandro Zipitría** and Lucila Arboleya*

Abstract

Based on a survey made to students of different majors in the University of Tel Aviv, the Hebrew University of Jerusalem and Harvard University, and to readers of the Israeli journal Globes, Rubinstein (2006) argues that studying economics makes individuals more selfish. In this paper we replicate a treatment of Rubinstein’s survey with students of the University of Montevideo. The results ….

1. INTRODUCTION

The question…..A In a recent survey Rubinstein (2006) confront under-graduate students of different majors of the University of Tel Aviv, Hebrew University of Jerusalem, Harvard University, and readers of the Israeli journal Globes to a hypothetical situation in which the vice-president of a company has to make a decision that involves a trade-off between profits and a number of employees fired. The survey includes two questions. One that refers to the recommendation the respondent would give to the vice-president faced with that situation. The second refers to what they think a real vice-president would do in a similar situation. The survey includes two different formats of the questionnaire.  In the first format, the respondents were given a table with seven alternative pairs of profits and number of employees not fired. The respondents had to choose one of these pairs. In the second format, respondents were given a mathematical function mapping number of employees to profits. The students surveyed by Rubinstein include undergraduates majoring in Economics, Law, Mathematics, Philosophy and MBA students of the University of Tel Aviv, and students of Economics at the Hebrew University, MIT and Harvard University. His results show systematic differences between the answers of those who study Economics and the rest. When students have to decide between the seven different combinations of profits and (the number of) layoffs, economists tend to choose the option that maximizes profits; they are the ones who recommend the largest number of layoffs. When the same situation is represented by a profit function, the answers of the Economics, MBA and Mathematics students do not differ substantially among them and are significantly more profit-maximizing than the answers given when the problem is presented as a seven discrete choice alternatives. This may indicate, as argued by Rubinstein, that not only studying economics, but also the way economics is taught (using mathematical functions to represent real world situations) may induce to think selfishly. 
We consider that an important matter remains unanswered in Rubinstein’s work. This is whether the observed difference by economics students’ is the result of a selection bias or the result of indoctrination. The selection bias hypothesis states that profit-oriented people tend to study economics. The alternative indoctrination hypothesis postulates that what explains the economics students’ answers is the emphasis in profit-maximization in the education they receive is what explains their answers. In fact, Frey et al. (1993) study the problem selection vs. education through a survey, and conclude that studying economics does not change the preference of individuals for choosing the price system.

The aim of this work is to replicate Rubinstein’s survey distinguishing students not only by the major they have chosen but also the year of study, in order to test the hypothesis of whether it is the fact of studying Economics which lead people to maximize profits rather than other options which might imply firing fewer employees, or if there is a selection bias among those who choose to study Economics. One difference with Rubinstein’s experiment is that we only worked with the format which includes the seven alternative pairs of profits and number of employees. Hacer referencia a que no nos metemos en el tema de la formula. The students surveyed included undergraduates majoring in different careers of the University of Montevideo. 

Generally speaking the results confirm those obtained by the author, although when analyzing first year students’ answers we concluded that a problem of self-selection cannot be rejected since their answers do not differ much from those with economic formation. This result is consistent with that of Frey and Meir [2005]. Those authors concluded that the difference in the answers were a result of a self-selection problem rather than a educational one.

2. METHODOLOGY

The experiment was conducted with students from the University of Montevideo majoring in Economics, Accounting, Management, Law and Notary (grouped under Law), Civil, Industrial and Telematic Engineering (grouped under Engineering). The methodology consisted in going to the students’ classrooms and handing them the survey. They were told that it was a research for the School of Economics and that it was not a test nor there were wrong or right answers. The students were asked to identify themselves. When students answered doing more than one major, mostly freshmen, their first answer was assigned as their major. The survey was adapted from Rubinstein [2006] (page C2) and it’s presented at the end of the document. Traducir la encuesta!!

3. GENERAL RESULTS

Table 1 shows the answers of what each student would recommend if he were the vice-president of the company (first question).

TABLE 1. Answers of students of all majors to the first question.

	Layoff / Career
	Management
	Accountancy
	Economics
	Law
	Engineering
	Humanities
	Total

	96(*)
	41%
	40%
	49%
	42%
	29%
	10%
	188

	52
	23%
	30%
	29%
	24%
	31%
	35%
	139

	26
	18%
	20%
	16%
	19%
	27%
	10%
	100

	0
	18%
	10%
	7%
	16%
	13%
	45%
	68

	Average 
	56
	59
	66
	58
	51
	30
	FALTA

	Observations
	68
	124
	70
	102
	111
	20
	495


(*) Profit maximizing level
Just as Rubinstein (2006), the economists are the group with the largest percentage of answers maximizing profits (dismissing more employees).  At the same time, they present the smallest percentage of answers correspondent to zero dismissals. Nevertheless, the differences on the average layoffs of economists and the average layoffs of students of other majors are not statistically significant, except with the students of Humanities, who present the smallest percentage of profit-maximizing-answers. 

In regard to the answer of what a student thought a real vice-president would do (question 2), we found similar results as those of Rubinstein (2006), since the majority believe that a real administrator would maximize benefits (he would dismiss 96 workers). (See table 2).

TABLE 2. Answers of students of all majors in response to question 2.

	Layoff / Career
	Management
	Accountancy
	Economics
	Law
	Engineering
	Humanities
	Total

	96 (*)
	53%
	55%
	40%
	63%
	37%
	60%
	249

	52
	21%
	20&
	26%
	17%
	30%
	15%
	111

	26
	21%
	19%
	21%
	13%
	21%
	20%
	94

	0
	5%
	6%
	13%
	7%
	12%
	5%
	41

	Average 
	67
	68
	57
	73
	57
	71
	

	Observations
	68
	124
	70
	102
	111
	20
	495


(*) Profit maximizing level

Economics students think a real vice-president would fire fewer workers than what they would recommend. This result was not obtained by Rubinstein (2006). All other majors have a more indulgent vision of themselves than that of vice-presidents. They consider that a real manager would be more severe with the workers than what they recommend to be. Furthermore, law students outstand with a harder vision of the managers. 

TABLE 3. Difference between question 1 and 2.

	Layoff / A real vice - president
	Management
	Accountancy
	Economics
	Law
	Engineering
	Humanities
	Total

	Would fire equal
	37%
	37%
	36%
	48%
	49%
	15%
	203

	Would fire more
	41%
	40%
	30%
	36%
	31%
	65%
	183

	Would fire less
	22%
	23%
	34%
	16%
	20%
	20%
	109

	Observations
	68
	124
	70
	102
	111
	20
	495


In contrast to what Rubinstein (2006) concludes, engineering and law students show a greater confidence between what they would recommend and what a vice president would do, having the largest percentage of matching answers (see table 3). This is consistent with the first table where both professions would recommend dismissing the least amount of workers. On the other hand, side Economics, Management and Accounting students have the smallest percentage of matching answers.
AGREGAR PARRAFO QUE DIGA QUE ESTOS RESULTADOS SON SIMILARES A LOS DE RUBINSTEIN. LO CUAL ES BUENO PARA RESPONDER:
4. ¿INDOCTRINATION OR SELF-SELECTION?

To be able to test the hypothesis of indoctrination against that of self-selection, we differentiate students according to the year of study. This allows us to compare (1) freshmen in economics (with no previous exposition to economics) answers that of freshmen students majoring in other disciplines, and (2) freshmen answers with that of more advanced students in every major.
 Table 4 shows the answers of freshmen during their first week at the University.

TABLE 4. Answers of freshmen students to question 1.

	Layoff / Career
	Management
	Accountancy
	Economics
	Law
	Engineering

	96
	46%
	29%
	47%
	42%
	21%

	52
	17%
	34%
	23%
	21%
	38%

	26
	27%
	27%
	20%
	21%
	24%

	0
	10%
	10%
	10%
	16%
	17%

	Average 
	60
	53
	62
	57
	46

	Observations
	30
	62
	30
	19
	47


As it is the case when we consider all students, students of Economics are those who choose to fire the largest number of employees also among freshmen. Nevertheless, in this case the average number of layoffs by freshmen in Economics is only two employees larger than the average number of layoffs by the freshmen students in Management. Moreover, only the difference between the average number of layoffs answered by freshmen in Economics and Engineering is statistically significant at 10 percent. 

Deepening our exploration into this hypothesis, several months after the survey we contacted each one of the students in Management, Accounting and Economics to ask them whether they had obtained the IB in Economics or other diploma during high-school
.
 The answers of those students who had obtained bachelors diplomas in Economics or were not able to contact were removed. Results are presented in Table 5 below. 

TABLE 5. Answers of freshmen students without previous exposition to Economics to question 1.

	Layoff / Career
	Management
	Accountancy
	Economics
	Total

	96
	41%
	21%
	48%
	30

	52
	18%
	36%
	17%
	25

	26
	32%
	30%
	22%
	26

	0
	9%
	13%
	13%
	11

	Average
	57
	47
	41

	

	Observations
	22
	47
	23
	88


This result provides mixed results. It could be the case that selfish, profit-maximizing youngsters choose Economics, but also Management as majors. The new average number of layoffs drops for Management (3) and Accounting (6), while for Economics students the fall is less important (ver bien este número). Nevertheless, none of the differences in average layoffs between majors are statistically significant.

 for the students of Economics against the alternative of indoctrination
.

Finally, we show the answers of the students who have already attended University for at least a year. This will allow us to compare their answers with those of the freshmen students in order to evaluate if being educated in Economics has an effect on their answers or not.

TABLE 6. Advanced students’ answers to question 1.

Once again, Economists are the ones who choose to fire the larger number of employees and those who decide maximizing profits in a greater proportion, although Accountants show a very similar response. Management students seem quite conservative in their decisions. The difference in average of Economics students is statistically significant with respect to Law and Management students.

5. THE ECONOMISTS

In this section we compare the answers of the students of Economics according to each year of study, in order to evaluate whether it exists or not a potential change or evolution in their answers throughout the pass of time. 

TABLE
 7. Answers of the students of Economics according to the year of study in response to the question about what a real vice-president would do.

	Layoff / Career
	Freshmen
	Second yr.
	Third yr.
	Total

	96
	47%
	65%
	37%
	33

	52
	23%
	29%
	36%
	20

	26
	20%
	6%
	18%
	11

	0
	10%
	0%
	9%
	5

	Average
	62
	79
	59
	



	Observations
	30
	17
	22
	69


We cannot conclude from these numbers that economists are indoctrinated.

6. CONCLUSIONS

Unlike Rubinstein’s work, according to our results we cannot reject a selection bias as a way to explain why there is a greater percentage of students of Economics who choose answers where profits are being maximized but employments are sacrificed. Therefore, and similar to what Frey and Meier (2005) concluded, it would not be the education on Economy  the factor explaining the different answers among students, as Rubinstein says, but the fact that future students of Economics would already have this preferences developed before entering University.

Furthermore, Economists show the biggest skepticism about the utility of their recommendations since they believe a real vice-president would not maximize profits. On the other hand, Engineering and Law students think that, in average, real vice-presidents would fire more employees than the number they would. 
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� From now onwards students of Humanities do not take part of the tests since we will evaluate the different decisions students take according to the year of study, and Humanities’ students cannot be easily separated due to the way their major is designed, there are no freshmen or senior students.





� From a total number of 120 students we were not able to contact 9 students.





�No sería de un total de 122 en la nota de pie??? Porq si contás las observaciones de las 3 carreras en la tabla 4 te da 122


�esto bajó tanto???? No debería ser casi 61??


�No es lo contrario? En la tabla 1 los economistas se diferencian con el 2º que despide más por 6 ptos porcentuales y acá mucho menos…no es signo de indoctrinamiento??


�Hay que poner lo “n” de cada grupo.  EN TODAS LAS TABLAS.


�Y cuarto?


�Respuesta a marcaffera (05/11/2009, 11:19): "..."


Hay 1


�dsp de terminar bien lo de arriba miramos esto





