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An Essay of Economic Crisis but the Poverty of Economics:
Learning from the Thoughts of Hirofumi Uzawa

Alfred Marshall, who founded the Cambridge School of Economics, argued that economics is
a moral science in which insight is provided to identify what is important in an event that is
happening in the real world by warm hearts and in which investigation is conducted to determine
the cause of and solution to that event in both theoretical and empirical terms by cool heads. In
neoclassical economics, however, which was established as a social science without moral
sentiments in the United States after World War II, theory comes first and then analysis is
conducted into the real society based on the theory. The key concept of this type of theory is
“homo economicus,” which regards people as calculation machines who instantly compare profits
and losses for every decision and act in a way that maximizes their utility. Neoclassical economics

claims that homo economicus would maximize the utility of society as well as of the individual.

According to neoclassical economics, economic crises and concerns in the real world are
attributed to a reality that is different from theory, and the solution to such an issue is to adjust
the reality to the theory. In other words, it means that reality is at fault, and economics is right.
Hirofumi Uzawa, the great master of economics who represents Japan sharply criticized the
philosophy of neoclassical economics. Uzawa, who showed more respect for Thorstein B. Veblen,
the founder of the Institutional School of Economics, than Marshall, argued that the underlying
causes of an economic problem are economic uncertainties in the real world and that, from the
perspective of disequilibrium dynamics, such a laissez-faire approach would make the issue even
worse, rather than resolving it. This paper explores what should be addressed in economics,

based on Uzawa’s views.

(TAKAHASHI, Nobuaki, Professor, College of International Relations, Ritsumeikan University)
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