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Introduction

e
hNewtai Etzioni
,

In, Th

presents socio-economics - a new comprehensive paradigm, applicable to the

social and policy sciences. This paper is a preliminary attempt to apply socioeconomics to the case of military policy. As the title implies, Etzioni seeks a

new, more moral, economic theory. He suggests socio-economics as an
alternative to the neoclassical model.

The neoclassical economic paradigm has had substantial influence on the
"Cold War'' military. Throughout this period, military sociologisfs have
criticized its influence. These critics have described applications uf tile

neoclassical model as economic rationalism, bureaucratic rationalism,
econometric studies, engineering model, managerialism, careerism, and

occupationalism. The critics offer, at best,

a first step in the scarch for an

alternative. Socio-economics is the alternative T propose because it is a social
science model and thus, an explicit alternative to neoclassical economics. In
addition, i t incorporates many important variables neglected in the narrow

economic approach.
Etzioni maintains that we are in the "middle of a paradigmatic struggle.

Challenged is the entrenched utilitarian, rationalistic-individualistic,
neoclassical paradigm which is applied not merely to the economy but also to
a full array of social relations." This paradigm is challenged by a "social-

conservative paradigm that sees individuals as morally deficient and often
irrational, hence requiring a strong authority to control their impulses, direct

their actions...maintain order"(Etzioni, 1988: ix). From these two extremes a

third paradigm arises. The third paradigm (socio-economics) views
individuals as able to act rationally and on their
own, advancing their self or 'I,' b u t their ability to
do so is deeply affected by how well they are
anchored within a sound community and

sustained by firm moral and emotive personal
underpinning--a community they perceive as
theirs, as a "We,"(Etzioni, 1988: ix-x).
This paradigm has unusual relevance for the study of military policy

because US military policy has been profoundly influenced by the neoclassical
economic paradigm. Socio-economics is also useful because it incorporates
the notion of deontology -- of "moral obligation." Notions such as duty and

moral obligation are at the heart of military tradition and motivation.

It should be noted that socio-economics is not a complete rejection of
neoclassical theory. Rather, it argues that the neoclassical "utilitarian-based

version of radical individualism--needs to be integrated into one that is more

encompassing" (Etzioni, 1988: 1). Ironically, since many neoclassical ideas

were adopted as military policy in the 1960s and met with mixed success, they
have already been substantial rnodifyed (and integrated into something more

encompassing). Many of the internal military initiatives to reinvigorate the
institution (new emphasis on unit cohesion, Project Warrior, Operation

Pride) are suggestive of the socio-economic model. Thus, I argue that socioeconomics is a superior paradigm because it provides a better explanation for

behavior-- particularly in an institution like the military .

In order to understand how socio-economics offers a new economic
paradigm, the term paradigm will first be clarified. Secondly, the
paradigmatic role of neoclassical economics in shaping military policy will be

examined and criticized. Thirdly, the basic ideas of socio-economics will be

presented. Finally, socioeconomics will be applied to military policy.

Paradigms and Policy
Unfortunately, there is considerable confusion surrounding the term
paradigm. Kuhn, himself, noted that paradigm can take on many meanings

(Kuhn, 1974: 4601.1 In order to avoid a linguistic trap, the meaning of

"paradigm"as applied here will be clarified.
The term paradigm has two complementary dimensions. First,
paradigms are used to see or view the world. They are "the mental or visual
set acquired while learning to see two problems as similar." (Kuhn, 1974: 472)

Paradigms are the conceptual lenses through which we filter experience.
Phenomena which falt outside the belief system created by the lenses are
often not seen (Kuhn, 1962: 24). These conceptual lenses represent a larger

theoretical framework within which smaller sets of theories may lie.
Secondly, paradigms focus inquiry, they do this by defining "whnt questions
m y legitimnt~lybe asked" (Kuhn, 1962: 5). (emphasis added)

The criteria to judge a paradigm, as applied in social science and policy
are different. In social science, a paradigm is judged by the adequacy of its

explanation. In policy, paradigms are judged by their ability to address

problems a n d be prescriptive. 2

.

..

l ~ used
e the term in 22 different wnys in The Structure of S c l m h f l c Revolutions (Kuhn,
1974: 460).
2~nfortunately,within the sphere of policy, problems are never quite solved (in the sense of
end of quest). Rather, solutions are incomplete or beget new problems (Wildavsky, 1979: 5 ) .
Hence, a policy paradigm may need to be changed because the new set of problems are either
inappropriate or have been created by the application of another paradigm.

1

Early Inroads3

Kuhn maintained that paradigms themselves were "rarely objects of
replication. Instead (they were) ....objects for further articulation and
specification under more stringent conditions." (Kuhn,1962: 23) h applying

economic concepts to defense, economists applied their paradigm to a new
context. The Economirs

of n ~ f e n s in
e a Nuclear Ape by Charles Hitch and

Roland McKean (first printing, 1960) was a landmark book because it applied

the neoclassical paradigm to the case of defense. The authors cast their theory

in mathematical form and applied the paradigm to a new

set

of conditions.

Its ten printings and translation into other languages (including Russian) are

testimony to its profound impact. It became known as the "Bible of the
Pentagon."

In 1961, Secretary Robert McNarnara came to the office. He brought with
him economists like Charles Hitch.4 It was during his tenure that the ideas of

the neoclassical economic paradigm entered the bureaucracy as officially

promoted rules and procedures of policy. 5
31t should be noted that Kuhn identified economics as the most developed social science, in
the sense that it was similar to the natural sciences. Further, it most closely fit his notion
of paradigm (Kuhn, 1962: 160)
4 ~ i t c hand McKean worked for the Rand Corporation when they wrote The Economics of
D e f ~ n sThe
~ . Rand Corporation is an important nonprofit research and advisory corporation
which had begun to play an important role in defense policy formation.
During World War 11 the allies had successfully used Operations Research techniques
in the war effort (Smith, 1966:7). The Cdd War and its extended time frame increased the
potential usefulness of analysis as well as the need for analytical assistance. The nonprofit
research and advisory corporations which emerged after WWll were able to meet this need.
They also developed and refined early concepts of Operations Research that had proven
useful during WW 11. Systems analysis emerged from this effort.
The professional staffs of the Rand Corporation began as mathematicians and physical
scientists. By the 1 9 6 0 ~however,
~
economists increased in number anJ had achieved positions
of leadership (Srnith,l96&12). Charles Hitch did not come to DOD alone. He brought with
him a cadre of young, energetic, "whiz kids" from Rand and elsewhere. Hitch and
McKean's book is mentioned throughout this discussion because it is a clear and influential
case of paradigm application. It is, however, one among many.
%hew ideas can he seen in budget procedures, the everyday activities of bureaucrats, types
of civilians hired (specialists in operations research, management, etc.), how soldiers,
airmen, and sailors arp recruited, retained and trained, TV advertising, and commercial
service contracting procedures such as dual sourcing and A-76.

Hitch and McKean's goal was much more than to bring the techniques of

systematic quantitative analysis to defense. They were interested in altering

the way policy makers conceptualized problems. They wanted the conceptual
lenses of the economist to shape decision making. Their goal was to
increase recognition and awareness that military
decisions, whether they specifically involve budgetary
allocations or not, are in one of their important aspects
economic decisions; and that unless the right questions are
asked, the appropriate alternatives selected for
comparison, and an economic criterion used for
choosing the most efficient, military power and
national security will suffer. ...Something can be
accomplished -- by improving understanding of the
nature of the problem. h fomzulafing policy, it does help
to ask fhe rigIlt questions .(Hitch and McKean, 1978: 107)
[italics added]
Hitch and McKean's book represents a classic case of paradigm application
to a new context. Parts of it transparent1y applied principIes well developed

in undergraduate microeconomics textbooks. 6 Kuhn stressed that a mature

paradigm is transmitted through textbooks and is handed down through this

process. Students are expected to master the material on faith.
The defense "economic problem" was cast in the vocabulary and syntax of
contemporary economics,7 anyone who has mastered intermediate
For example, the ided of opportunity cost, that a portion of product X must be sacrificed to
gain a portion of product Y is a notion introduced early in sophomore economics courses. Texts
demonstrate this relationship graphically through the use of production possibilities curves.
Hitch and McKean also use the production possibilities curve to illustrate the defense
"economic problem" They, however, place target destruction potential and defense kill
potential on the x and y-axes instead of common text examples such as drill presses and
bread loaves. (Hitch and McKean, 1978: 110; McConnell, 197830)

'using the Hitch and McKean framework, the defense establishment becomes a hybrid
consumer/producer. It is like a consumer in that it should maximize an objective function
(similar to utility but in this case called military worth) subject to a budget constraint. It is
like a firm in that it should have knowledge of costs and understand its production function.
In other words, it should know how changing inputs will affect output. In one important
respect it i s unlike a firm: it does not have profit as guide to decision making.

micrwconomics could identify how the theories were adapted. 8 The
mathematical appendix which translates many of the graphs to systems of

equations is similar to material covered in graduate microeconomic texts
(Henderson and Quandt, 1971).

In 1960, when Hitch and McKean published the "Bible of the Pentagon"
neoclassical economics was poised to apply its theories and methods to new

contexts. Further, the discipline had adopted new standards of mathematical
rigor.9 What better place, for this now highly sophisticated discipline, to
apply new techniques and concepts of efficiency than DOD which had a cadre
of mathematically sophisticated employees and which routinely wielded 7 to
10 percent of the United States' Gross National Product.

When ideas are translated to mathematical formulae, they are quickly

and easily transmitted to those who understand the language. Also, the
beauty of calculus can be drawn upon to predict the consequence of change or
solve optimization problems. Unlike other social sciences, economics spoke

directly to scientists and engineers in their own intriguing, elegant, language.

For the paradigm to be put into practice, new bureaucratic methods to

achieve efficiency were needed. Hitch and McKean identified three
conditions to achieve economic efficiency in a bureaucracy. First,
institutional arrangements which incorporate efficiency as a criterion must be
81n Chapter 7, Hitch and McKean formally develop the theories and concepts which define
and explain efficiency in military allocation. The graphs and theories are converted to
equations and manipulated using calcuIus in a mathematical appendix. In this chapter, the
essential elements of the neoclassical paradigm are most transparent. A quick glance
through an intermediate microeconomics text such as Mansfield's will reveal the parallels.
(Mansfield, 1985).
Between 1938 and 1958 most uf its early theory had been translated to mathematics. The
problem was no longer teaching math to ecvnonlists but of teaching "economics in
mathematical termsn(Henderson and Quandt, 1971: viii) For example, in 1948, Paul
Samuelson published his landmark Foundations uf EconornicsAnalvsis and in 19k5,R.G.D.
AHen published Mathematical Ec~nomics.

established. Secondly, there should be a n increase in systematic qiianti ta tive
analysis to determine the most efficient alternative. Finally, there should be

recognition throughout the bureaucracy that military decisions are also
economic decisions. Efficiency concerns dictate that new quesf ions be asked. In

other words, a new set of conceptual lenses (paradigm) should be brought to

bear on military decisions (Hitch and McKean, 1978:107). 30
By the end of the 1960s, the neoclassical paradigm was firmly entrenched

as a way to conceptualize defense policy. It was also found in routines of
government such as Planning Programming Budgeting Systems (PPBS) and

the increased use ofcost effectiveness and systems analysis. Efficient
management of scarce resources was viewed as a legitimate approach to
military questions.

The AVF
The application of the neoclassical model was extended when

conscription was eliminated. Here, a non-market mechanism (the draft) was

replaced by a market mechanism (labor market). Neoclassical economic
arguments were influential in changing the policy. They were also drawn

upon to manage the new all-volunteer force (AVF).11
lo It should be noted that insights from neoclassical economics form the architecture of
policy. The task of implementation is left to other specialties and groups of professionals.
Economics is conceptual in much the same way as physics. Engineers use properties of
physics to build bridges and design airplanes. Similarly, systems analysts use principles of
economics to design analytical studies which focus on efficiency and choice among
alternatives. The science of physics dues not include the details of design and operation.
Furthermore, physicists who delve deeply into the details of design and operation are
seldom rewarded or recognized by members of their profession. Likewise, economists are
seldom rewarded or recobmized by members of their discipline when they focus of the
problems of implementing a budget or the specilics of a cost effectiveness study. Often, when
critics find fault with policy they may look to those closest to the policy and bt. unaware of
the role af the ideas behind the policy.

ll~eoclassical economics demonstrated theoretically that a volunteer military was both
more efficient and more equitable. Further, the feasibility of a volunteer force was verified

Throughout the history of the AVF, economists have evaluated policy
and made suggestions for change. For example, when there were problems
with reuuitrnent or quality, economists generally found that military wage

and benefit packages lagged behind the civilian sector (the opportunity cost of
miIi tary service had risen). Generally, wage increases were advocated and

they went a long way toward correcting any measurable problem. Indeed,
over the life of the AVF, policy makers have demonstrated a "growing degree

of sophistication in the management of recruiting and other activities
connected to the AVF" (Nelson, 1986:25). The "services are able to use

principles of supply and demand to narrow or tighten enlistment standards"
(Nelson, 1986:37).12
The AVF is a policy change that included all three of the necessary

methods to achieve efficiency outlined by Hitch and McKean. First, the end

of the draft was a clear new "institutional arrangement within government to
promote efficiency" (Hitch and McKeai~,1978: 107). Secondly, efficiency was
promoted using "systematic quantitative analysis" to evaluate alternatives

(econometric labor supply models). Clearly, Hitch and McKean's third
criterion was satisfied. The perception of the military manpower problem
changed. With the adoption of the AVF, efficiency questions (fhe rig111

questions) were asked and answered. 13
by econometric analysis. (Later the econometricians would become the target of criticism).
Policy makers were assured h a t by using economic incentives alone and without increasing
the budget too much, sufficient earnings maximizing individuals would rationally choose the
armed forces without the pressures, inefficiencies and inequities of the draft. Although
political expediency was the mother of the AVF, neoclassical studies were used to show
that manipulation of the compensation could be used as the corners totle ol the new system.
(See for example, Cooper, 1977; Fisher, 1969; Gates, 1970; Hansen and Weisbrod, 1967; Oi,
1967.)
1 2 ~ o rexample, in loose recruiting markets, standards for both recruitment and re tention are
raised. Alternatively, standards must be adjusted downward during tight markets.
13 Scholars have identified several other ways the neoclassical economics paradigm has
penetrated military policy. An obvious example is military service and training contracting

Criticisms of the NeoclassicaI Paradigm
Criticism of the application of neoclassical model to military policy is

widespread and pervasive. The Inter-U~liversitySeminar (IUS) houses one
of the largest groups of critics. Although they may not have identified the
neoclassical model as a target of their criticism, leaders within the IUS such as
Charles Moskos, David Segal, Samuel Sarkesian and Morris Janowitz have all

commented on the issue. (See for example Segal and Segal (1983), Sarkesian
(1981), Moskos and Wood (19881, and Janowitz (1982))

Critics of the neoclassical model find it incomplete and sterile. They ask,

is that all? What about other important factors such as the role of traditional
values and norms. Where is "duty, honor, country"? The neoclassical model
alone is insufficient. Even influential economists such as Richard Cooper
have come to see the need for a broader interdisciplinary approach. 14
Critics are also concerned by the internalization of the paradigm within

the system. When Janowitz discusses the problems of the engineering model

or Moskos the occupational military they are concerned about change which

touches the fabric of the institution, a1tering it in unfortunate ways. Journalist
James Fallows in National Defense (1981) describes the "economists pattern of

thought" as both entrenched and problematic (Fallows:1981: 181). Cohen
(1985: 189) criticizes the pervasive economist perspective and claims it is
responsible for a myopic preoccupation with short term problems.15 David
which have been described as privatization. (For example see, Grossman, 1984 and Shields
and Hofer, 1989.)
1 4 ~ believes
e
that noneconnmist participation in military manpower policy "is essential tn
a balanced and realistic consensus nn manpower questions." (Cooper's comments were reported
in Sinks, 1987: 189) Sncioeconomics, as an interdisciplinary paradigm which incvrporates
moral obligation as one nf its critical concepts, clearly addresses this criticism.
1 5 ~ o t eparadigms as conceptual lenses alsr, serve to reduce vision.

Segal and Joseph Lengerman refer to McNamara's reforms as privatizing the
military.
The military was ... privatized under McNamara, when the
ideologies and practices of systems analysis and operations
research removed from the military calculus variables which
could not -easily be quantified, such as cohesion and morale.
Since the benefit of unit solidarity could not be calculated, costbenefit analysis removed nffeect from management considera tion
(Segal and Lengermann, 1980: 182). (emphasis added)

h his criticism of the influence of Hitch and McKean, Lewis Sorley cites the
introduction of management techniques such as systems analysis and

operations research (Sorley, 1979: 149). He maintains that the manager
inappropriately brought his bag of quantitative tricks to the game of war.16
A new wave of criticism occurred with the birth of the AVF. 17 The AVF
was different, neoclassical principles now more clearly penetrate the domain

of military sociologists. Almost all noted military sociologists have
commented about problems of organizing an Army around the principles of
selfishness, individuality and rationality . The image of the "economic man"
in uniform is problematic. Would the utility maximizing, rational
"economic man" sacrifice life and limb for country or the ideals imbedded in
16~uantitativemeasures were us& to evaluate success or setback during the Vietnam conflict.
Performance evaluations focused on a quantitative output measures and disregard intangibles
such as morale. For example, body count, a "management tool" used to estimate progress and
performance was routinely over reported. (Sorley, 1979:152) Since this summary statistic was
used to compare commander battlefield performance there was an incentive for the men in the
field to overstate body counts in order to please their commander with higher numbers.
Hence, the neoclassical "management revolution" ushered in new ways to corrupt the system.
It should be noted that the "body count" criticism seems to have bee11 taken to heart. Body
counts were conspicuously absent from publicjzeri Desert Storm reports.
1' Reforms introduced by Hitch and McNamara as changes in the Office of the Secretary of
Defense were potentially temporary because a new administration or the bureaucracy could
slowly corrupt them.

the constitution?lB David and Mady Segal (1983) address the question from a

slightly different perspective. "It is certainly questionable whether economic
rationality is an appropriate or effective motivation for serving in the

military. Should fighting wars be left to those who need the work?" (Segal
and Segal, 1983: 152).

Perhaps the most prominent critic is Charles Moskos who maintained
that changes introduced by the architects of the AVF were transforming the

fabric of the organization. The military was becoming more like a civilian

employer (Occupational). Tt was losing its normative base (Institutional)

(Moskos,1988).
Criticisms also arose from within the institution. The criticisms stem

from tensions associated with the discordant values of the warrior and the
economist. It can be observed in the "leadership versus management" and
"professionalism versus careerism" debates. Warriors argue that many
management principles anchored i n the neoclassical tradition undermii~ethe
ethical underpinnings needed for leadership. The warrior/leader must call

upon higher values to inspire combatants to risk their lives and kill an
unknown enemy. Managers motivate employees to do their job. In an officer

survey on military professionalism, Eckhart (1970) found that there was
"disharmony between traditional, accepted ideals and the prevailing
institutional pressures. These seem to stem from ...self-oriented, successmotivated actions " by officers (Eckhart: 1970: iv).

The management philosophy advocated by economists introduced a
contractual focus to military decision-making. Economists conceptualize the
18 The logical and uncomfortable answer -- rarely, if ever. In examining this question Axinn
(1989: 23) could find only one reason a n individual who had internalized the neoclassical
concept of self would risk their life. This occurs when they "would rather die than l i v e
with the lack of dignity that might result." In other words, they would be better off Jend.

relationship between citizen and government in contractual terms. Under the
contractual approach, citizens purchase government services such as defense

with tax dollars. The contractual notion is then extended to the relationship
between the warrior and the state (Wood, 1988:35). To the neoclassical

manager, the soldier is the human resource (labor) that along with raw
materials (land) and weapons (capital), provides service to the
consumer/citizen. When these relationships are stated in contractual terms
the role of ethics is diluted.
if one adopts the contractual view it is relatively easy to attempt
to divorce the military function from moral considerations. War
is a dirty business, and the tasks facing the military leader is to
develop armies and weapons systems which can efficiently
destroy potential enemies; the body count is the bottom line.
(Wakin, 1984: 55)
A controversy similar to the management / leadership dichotomy is the

careerism vs. professionalism debate. Military officers and scholars have long
been preoccupied with the nature of military professionalism. Samuel
Huntington, in his classic definition, cites expertise, corporateness, and
responsibility as elements of professionalism (Huntington, 1964: 8-10). To a
professional, work is not just-a-job. Responsibility also implies a set of values

and an ethical code of conduct. Careerism is a corruption. It is individualistic
in nature and is characterized in a worst case scenario by blind, ruthless,

ambition. (Flammer, 1979:167). Clearly the utility maximizing individual of
neoclassical economics fits the image of the careerist more closely than the
professional.

Perhaps one could describe the above criticisms as anomalies or factors
which the neoclassical paradigm fails to take into account. Again, as noted

earlier, military institutions have changed several policies in response to
these criticisms. Military institutions have reemphasized leadership,

professionalism and the importance of ethics. Although still important in

shaping defense poiicy, the influence of neoclassical economics has declined
(Kanter, 1984). While the influence of neoclassical economics may have
declined, a comprehensive a1ternative paradigm has not emerged to

challenge or replace it. Socio-economics is the alternative I propose.

Socio-economics: A new Paradigm
Socio-economics provides a comprehensive, theoretical framework

which when applied to military policy addresses most of the criticisms of the
neoclassical model.19 Etzioni describes the basic foundations of socio-

economics.

The position is (1) that individuals are, simultaneously,
under the influence of two major sets of factors--their
pleasure and their moral duty (although both reflect
socialization); (2) that there are important differences in
the extent each of these sets of factors is operative under
different historical and societal conditions, and within
different personalities under the same conditions. Hence,
a study of the dynamics of the forces that shape both kinds
of factors and their relative strengths is an essential
foundation for a valid theory of behavior and society,
including economic behavior, a theory referred to as
socio-economics. (Etzioni, 1988: 6 3 )

Neoclassical economics, through the assumption of self-interest, utility

maximization, and rationality reduces moral behavior to economic terms.

On the other hand, socio-economics is a "deontological I&We paradigm"
which incorporates both moral obligation (deontology) and goes beyond the
individual (We) (Etzioni, 1988: 5 ) . It also assumes that people select means,
not just goals on the basis of their emotions and values.
l9 In addition, Etzioni maintains that the neoclassical model is poor social science because
it focuses on prediction failing to provide an adequate explanation. Secondly, the scope of

its explanation is shallow.

One of the key strengths of the neoclassical paradigm is that it clearly
specifies its core assumptions and propositions. Socio-economics also does
this (see Etzioni, 1988: 253-257).

The socio-economic paradigm
highlights the assumption that individuals act within a
social context, that this context is not reducible to
individual act, and most significantly, that the social
context is not necessarily or wholly imposed. Instead, the
social context is, to a significant extent, perceived as a
legitimate and integral part of one's existence, a 'We', a
whole of which the individuals are constituent elements.
(Etzioni, 1988: 5).
It is impossible to present Etzioni's arguments in a brief paper. Instead, I
will focus on three basic elements of his model and use them as conceptual

lenses. First, socio-economics assumes "that people pursue at least two
irreducible 'utilities,' and have two sources of valuation: pleasure and

morality" (Etzioni, 1988: 4). Etzioni postulates that people make decisions out

of self interest (I) and because they are part of something larger (We). They
possess a dual utility function.
The individual (I) and the community (We) are thus linked. They "are
both completely essential and have the same fundamental standing" (Etzioni,

1988: 9). Further, "the individual and the communify make mch other nnd require
each other. Society is neither a 'constraint' nor an 'opportunity' it is us"
(Etzioni, 1988: 9). The preferences of the individual and the community will

often be in harmony, Nevertheless, there is an inherent tension between the

two; "people do not seek to maximize their pleasure, but to balance the
service of two major purposes-- to advance their well being and to act
morally" (Etzioni, 1988: 83). The balance is not achieved for all time. "Rather

as in riding a bicycle, individuals continc~ously'correct' tendencies to tilt

