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FOREWORD

This report began its life with a simple question: what, these days, is the role of the chief economist? We felt
this would be an interesting topic of study even in ordinary times. The fact these are, in many ways,
extraordinary times has made it all the more so. In the wake of the global financial crisis, the economy
continues to dominate the headlines. Following a sustained period of calm and prosperity, all of us are
adjusting to the idea that, economically speaking, nothing can be taken for granted.

This process of adjustment has been unnerving, for two reasons. One relates to the profound impact the
state of the economy has on our everyday well-being: the economy is not the kind of thing whose clutches
we can easily escape. The other relates to the sense of control we have over our surroundings: far from our
having the measure of the economic world, something fundamental about its inner workings has revealed
itself to us, unexpectedly and, indeed, destructively.

In these circumstances, it is natural to look to economists to help us understand what has happened and to
tell us what to do next. Their brief extends from diagnosis, through to prescription, and thence onto
implementation — from the realm of science, as some conceive it, to that of engineering. Economists do not
simply inhabit a world of theory confined to universities and research institutes. They are also in the business
of turning theory into practice through involving themselves in the day-to-day workings and decision-making
of organisations that affect our daily lives.

Our report focuses on the worlk of this practitioner community. As well as looking at how the financial crisis
has affected its standing and the sense its members have of their place in the world, the report covers
broader questions that, our discussions revealed, are much in the minds both of economists and those they
advise. These broader questions concern how far economists constitute a profession, what duties they are
under, and what kind of relationship should exist between the realms of theory and practice. As such, the
report stands as an anatomy of a professional discipline at a time of scrutiny and uncertainty.

e hope you find the report informative and stimulating. If you have any comments on it — or if you would
like to know more about the work of Syllogism — please email us at projects@syllogism.co.uk or telephone
us on 020 7873 2217.

C,- L Leke

Dr. Christopher Lake

Director
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1. INTRODUCTION
1.1 The aim of the report

This report is about the role of chief economists — what they contribute to the organisations they work for,
how they conceive of themselves, and what duties they take themselves to be under. But it is also about
something broader, namely, the state of a professional discipline at a time when its methods and
assumptions have been the subject of intense examination. As such, it uses the role of chief economists as a
prism through which to view wider questions concerning the expertise and ethics of economists as a group
and the standing of economics itself.

1.2 The structure of the report

The report is organised into eight sections. Section 1 is by way of introduction: as well as dealing with
questions of definition and methodology, it offers some preliminary remarks on the distinctive features of the
chief economist position and on the way in which that position is distributed across different parts of the
economy. Section 2 examines the nature of the authority that senior economists enjoy within their
organisations and how the financial crisis has coloured perceptions of economics and economists. Section 3
analyses the different functions economists see themselves performing within organisations, ranging from
the management of uncertainty, to providing technical expertise, to promoting organisational credibility.
Section 4 assesses the nature of the expertise that economists offer their organisations, pivoted around the
distinction between the advocate and the expert witness. Section 5 extends this theme by analysing some of
the dilemmas practising economists face and how they resolve them. Section 6 looks at the sense in which
economists constitute a profession and the arguments for and against formalising their professional status.
Section 7 assesses the relationship between the worlds of academia and practice. Section 8 is by way of a
conclusion.

1.3 Sample and methodology

The report is based on interviews with more than twenty senior economists from across the private, public,
and not-for-profit sectors in the United Kingdom. The majority in our sample are or have been chief
economists. Others in our sample are closely involved in the practice of economics and were able to offer
views on the subject from a wide range of perspectives. The report gives expression to many voices and
aims to capture views that are provocative as well as conciliatory. Nor do we hold back from venturing our
own views on the issues: the report is as much a commentary as it is a survey. Because it is written by non-
economists, the report speaks of economists as them rather than us.

Whilst the interviews have been supplemented by background research, the primary data of the report are
the discussions we had with the study participants. To preserve the topicality of the report, we have
favoured a quick turnaround between the interviews taking place and the presentation of the findings. The
interviews began in May and were completed in mid-November. A full list of those who took part in the
study is given at the end of the report.

We wanted participants to feel they could speak freely on a wide range of issues. As such, the interviews
were conducted on Chatham House lines: participants spoke to us on a non-attributable basis. Nothing
about the thinking of individual institutions, nor about the views of individual participants, can be inferred
from what is written here. Indeed, we encouraged those we interviewed to draw upon the full range of their
experience across different institutions and sectors. Notwithstanding the pressures on their diaries, the
participants gave their time freely and generously. Any errors are ours and ours alone.

Syl Ioglsm THE ROLE OF THE CHIEF ECONOMIST - 1



As with many research projects, the set of questions we began with expanded as our discussions developed.
Each interview stimulated us to try out new ideas in the next. Whilst there was a core set of questions,
common to all interviews, there were differences of emphasis from one interview to the next.

1.3 Preliminary remarks on the chief economist position

As their title suggests, chief economists combine expertise with seniority. Their expertise is advertised plainly
and unambiguously. They are economists, whatever else they are. The extent of their seniority is more
ambiguous. Being a chief economist means being the head of profession within your organisation: you are
the person the other economists report to. But the title reveals very little about where within the hierarchy of
your organisation you sit. Nor does it reveal much about the decisions you are involved in or would expect
to be consulted about.

Some chief economists sit on the main boards of their organisations, others report directly to their boards,
and others still deal with their boards through intervening layers of management. A chief economist may
indeed be the most senior person within an organisation to carry the word economist in their title, but that is
not to say that they are the most senior person with a background or training in economics. Sir Gus
O'Donnell, for example, is an economist by background and indeed a one-time head of the Government
Economic Service. But he is also the Cabinet Secretary and therefore our most senior civil servant. As such,
he is an economist whose job title makes no mention of economics but who is the ultimate boss of the
government chief economists themselves.

Chief economists are practitioners. They work within organisations, to which they provide advice and
expertise. We use the term practitioner in a broad sense here, to capture the distinction between activity that
takes place in the realm of tangible effects and that which takes place in the realm of ideas only. The worlk of
practitioners, on this view, has a felt quality: it has a direct bearing on some aspect of the well-being of
individuals or organisations and on the structure of their activities. But practitioners are not all of a kind.
Some define themselves in contrast to academics and indeed view academia as something they have long
since left behind. Others see no sharp discontinuity between the realms of practice and academia - to the
point of regarding it as entirely natural to move between those two realms and to maintain an active interest
in both. For this constituency, the practice of economics is a matter of more/less rather than either/or. Their
view is that academics do not stand on one side of the fence and practitioners on the other. Just as
practitioners find themselves dealing in abstractions that have very little to do with the day-to-day running of
their organisations, so certain species of academic spend their days immersed in analysing detail.

1.4 Growing or declining?

Were we to turn the clock back thirty years we would find that senior economists were visible across a
number of organisations. But the pattern of distribution would be markedly different from that of today.
Among chief economists, the centre of gravity has shifted from the manufacturing and non-financial services
sectors towards the City, government, regulators, utilities, trade associations, and specialist economics
consultancies. If we went looking for senior economists in the places they used to be, thirty years ago, we
would come away with the impression that they were a dying breed. If we went looking for them in the
sectors they have been colonising ever since, we would come away with the impression of a discipline in
rude health.

Economists have penetrated organisational life in ways that job titles do not reveal. We were told of a trend
away from including the word economist in the titles of positions that are routinely occupied by economists,
for fear that the title would appear unduly limiting. Not everyone in our sample subscribed to the maxim the
more economists within an economy, the better. Some felt that rising numbers of economists was “no more a
cause for celebration than rising numbers of lawyers.” They felt, in other words, that the utility of economists
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could not be taken as read in the manner of the utility of, say, doctors and nurses - to the point that the
putative appetite amongst employers for economists may owe more to a herd instinct than to any
demonstrable value they bring to organisations. This, however, was very much the minority view.

A variety of opinions were expressed to us not just about the causes of this re-orientation within the
constituency of practitioners but about its desirability. The causes are several. The move away from the
mainstream corporate sector gathered steam in the 1970s as corporations began to question the value of
having in-house economists (specifically, in-house macroeconomists), itself part of a more general loss of
confidence in the ability of economists to forecast and shape grand economic events. The 1980s witnessed
two developments that pulled senior economists into the sectors concerned: the de-regulation of the
financial services sector in the form of the Big Bang and the privatisation of state monopolies, which drew
economists into the ranks of regulators and regulatees alike. The move towards central government is more
recent and owes much to an increasing emphasis on evidence-based policy making.  Running alongside
these developments has been the growth in alternative sources of economic expertise, most obviously
specialist consultancies.

The fact that senior economists are now better represented in some areas of the economy and worse
represented in others was not always seen as being neutral in its effects. One of those we interviewed told us
that it had “distorted the subject matter of economics itself”. The argument here is that the character and
preoccupations of economics, as a discipline, are shaped by the character and preoccupations of the sectors
of the economy with which it is most closely associated. On this view, the more the financial services sector
has come to be the recruiting ground for large numbers of economists, the more economists have come to
regard themselves as appendages of that sector and to mimic its view of the world. The plea being entered
here is for a pluralistic approach according to which economists see themselves as, in principle, the servants
of all parts of the economy. The benefits of this pluralistic approach were perceived to be not merely
intellectual. The more economists, and economics itself, can distance itself from the bad press associated
with particular sectors, the better.

1.5 The demographics of senior economists

Across our sample it was recognised that there exists a gender imbalance among senior economists. This
imbalance cannot simply be attributed to a generational effect that, with the passage of time, is working itself
out. Among UK domiciled economics undergraduates, men currently outnumber women by three to one.

Just how skewed you take the gender balance of economists to be depends on your point of reference, in
terms both of subject matter and seniority. Here we encountered a range of views within our sample. If
social research is taken as the comparator, the imbalance among economists appears pronounced: whereas
the Government Economic Service is two thirds male, the Government Social Research service is three
quarters female. If, however, physics is held to be a more appropriate benchmark, the imbalance among
economists belongs within a family of imbalances in cognate disciplines.

Two kinds of explanation for the gender imbalance were ventured. One related to the intrinsic nature of the
subject matter. Some felt that the imbalance sprang from the finding that the more numerate a subject, the
more likely it is that men will predominate within it:

‘Fewer clever girls than clever boys do maths. The imbalance among economists
occurs before university.”

Others saw a deeper trend at work, according to which economics has acquired the reputation of being
asocial, narrow, and technical. On this view, economics no longer appears to be animated by a grander
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moral concern to promote human well-being. Instead, it is has become dry and difficult to do well, features
that were thought to be particularly attractive to a certain male personality type:

“There is an element of male pride in modern economics. It's about boys with their
toys. There is something nerdy about how it is viewed these days. And most nerds
are men.”

It came as no surprise to us that not everyone bought into the argument about the inherent male-ness of the
subject matter itself. Some saw the gender imbalance as sociological in origin and character. The problem is
not that girls cannot do the maths. The problem is that there are too few female role models within the
community of economists to encourage women to join and to give women confidence that they will prosper
within thereafter — and this in a year when the Nobel Prize for Economics was awarded to a woman. The
lack of role models was not, however, the only sociological explanation we encountered. Some felt that the
gender imbalance was bound up with asocial working methods. Women, on this view, are drawn to
collaborative enterprises and yet collaboration does not come easily to economists in the way that it does to
natural scientists. Others felt that economists prize risk-taking of the kind that is disproportionately attractive
to men. Being an economist does not bring with it the sort of occupational standing and security that comes
with being a professionally qualified lawyer. Unlike lawyers (amongst whom the gender profile is much more
balanced) the career path of economists does not follow a well worn route: there is less to fall back on.
Beyond this, our attention was drawn to research indicating that the gender imbalance among economics
undergraduates in this country is attributable to a lack of part-time provision for economics degrees.

2. AUTHORITY AND CRISIS
2.1 Preliminaries

The introductory section cleared the way for us to begin our analysis proper. This we do by addressing, in
this section, a question that goes to the heart of our inquiry — the question of how economists are viewed
and where their authority derives from. There is no way of approaching this question without saying
something about the effect of the global financial crisis, and the ensuing downturn, upon the standing of
economists and economics itself. We discuss this effect at some length, though it is sufficiently broad and
complex to merit a study in its own right.

There are two reasons, however, why the question of the economist’s authority does not begin and end with
the financial crisis. The first is one that much popular reporting of economics chooses to ignore, namely,
that, like medicine, economics is a broad term that encompasses a range of sub-disciplines. The danger of
putting economics in the dock for the financial crisis and its aftermath is that the target is too crude. On this
point there was, across our sample, frustration at how poorly the work of economists is understood:

“There is a big perception gap. 90% of the economics that is reported in the media is
macroeconomics — the kind of economics cabbies bend your ear about as soon as
you tell them you are an economist. But 90% of what practising economists do is
microeconomics. Popular reporting has to a large extent sustained the idea that the
essence of what we do is macro-forecasting, which has then re-enforced the
impression of our having imperial tendencies.”

The second reason why the authority of senior economists needs to be thought of separately from the
financial crisis is that the issues confronting senior economists within organisations, in terms of how to style
themselves and what to regard themselves as owing and being owed, are common to a wide range of
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experts — an issue that has itself been much in the news of late. As such, we begin by saying something
general about the nature of the economist’s authority, which we imagine to be true of the authority of
experts more widely.

2.2 Sources of authority

Most organisations are not required to employ economists, senior or otherwise, in the way they are required
to employ chief executives, finance directors, and human resource professionals. Where they do employ (or
engage) economists it is because they believe economists will bring the organisation benefits. These benefits
are not self-evident (to non-economists at least) and a common theme across our sample was that they
could take nothing for granted when it came to their value being recognised and their views listened to.
There is a sense in which economists must continually earn their spurs. Their authority within organisations
is largely epistemic in character. It springs from their expertise and from their perceived competence: “If you
want to get listened to, it helps if you have been good enough — or lucky enough - to make the right calls.”
That authority is not, in all but a few cases, bureaucratic in character. Senior economists do not generally
enjoy powers and prerogatives that allow them to insist on getting their way or to veto actions and decisions
with which they disagree.

Time and again we were told how fluid the authority of economists within organisations was and how much
that authority was a function of personal relationships and of being championed by senior decision-makers:
“Lots of my authority is down to the personal interests of the person at the top.” This fluidity brings with it
costs as well as benefits. It means that senior economists can see their influence within an organisation
expand, at short notice, to cover a wide range of management issues. But precisely because their role is not
anchored within the organisation by extensive prerogatives and powers they can also see their influence
waning, at short notice again. As one participant described their experience:

“Economists need access to and the confidence of the senior management in order
to raise uncomfortable issues. As a chief economist, it took me about 2-3 years to
achieve this. | was fortunate that my boss got interested in things. It’s not obvious if
or when you should be consulted or paid attention to. A lot of it is down to personal
credibility. | used to be told by the board that they didn’t need a chief economist but
that they valued my input anyway. Being a corporate guru is a difficult thing for
people to get their heads around. Access and influence depend on people’s personal
experience of you and whether they've found you to be right and useful.”

Sitting alongside the idea that the authority of economists is fluid, contingent, and tied to personal
relationships is the idea that economics itself is a subject upon which many non-economists have strong
opinions — and certainly strong enough that they see no call to defer to the advice of economists (on all but
the most narrow technical issues) as they might defer to the advice of legal counsel. Thus we were told:

‘Being an economist is not like being a lawyer or a brain surgeon. Everyone has
views on the economy. They are all amateur economists. And the more successful
they are in their walk of life, the more confident in those views they become.”

In this context, economists cannot assume their arguments will carry the day, however well supported they
are by evidence and reasoning. The fact that uncertainty is a pervasive feature of economics adds to the
sense that, unlike lawyers, economists cannot count on a knock-out blow to carry the day in their dealings
with senior decision-makers who are not experts in the relevant field. The thought here is not that
economics is an empty box. It is more that the understanding it provides is often very general and certainly
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too general to challenge the claims a board or a marketing department might make about what will happen
to a particular product when it is tried out on a supermarket shelf.

2.3 How the financial crisis has coloured perceptions of economists and economics

The financial crisis and the ensuing economic downturn have given rise to reflection, both retrospective and
prospective. They have made all of us ask how we got to where we are as well as what happens next. As part
of the process of reflection, we have, naturally, turned to the experts for guidance. We have wanted to know
what answers informed opinion has to offer. In the matter of the workings of the economy, no opinion
should be more informed than that of economists. All of this activity has, after all, taken place on their patch.
If they are incapable of charting its course, presumably no one else can.

\We speak of economists having a patch in order to capture the idea that they have a definite field of inquiry
within which they seek to be intellectually pre-eminent. It is tempting to read too much into this idea,
however. It cannot mean that a certain portion of human activity — namely, economic activity - comes
under the jurisdiction of economists in the way that a certain portion of territory comes under the jurisdiction
of astate. Nor can it mean that just as a state must bear responsibility for what goes on within the borders of
its territory, so economists must bear responsibility for what goes on within the borders of their field of
inquiry. In this context, getting a handle on what it means to attribute responsibility for a particular state of
affairs to a group of experts is no easy task. To our minds, it makes no sense to say that the words of
economists, whether academics or practitioners, held such sway that the various actors and agencies
involved in making decisions that affected our economic life could do no more than follow those words
blindly. As such, we cannot take seriously claims about the financial crisis that hold these actors and
agencies to have been doing the equivalent of only obeying orders.

For now, the post-mortems into the financial crisis continue — though they are not as prominent as once they
were. The question of who was to blame has persisted alongside the question of who can put things right.
This conjunction allows for the possibility that the two questions arrive at a common answer, namely, that
villain and saviour are one and the same. Whether economists should be regarded as the leading players in
either category, or indeed in both, is not something we try to resolve in this report. They are in the mix
somewhere, alongside bankers, regulators, policy makers, and politicians. As an aside, we should say that we
encountered different views on the issue of responsibility for the financial crisis. Some in our sample felt
there had been an element of pass the parcel, with non-economists blaming practising economists, practising
economists blaming academic economists, and academic economists claiming that their ideas had been
used out of context. Others felt that the financial crisis had left unresolved much more general questions
about the nature of our early warning systems in the economic realm and about where responsibility lies
when we find that the fundamental tools of our understanding are themselves at fault.

What is indisputable is that recent events have got people talking and thinking about economics — and
applying to study the subject - in ways they were not beforehand. Across our sample it was recognised that
the financial crisis and the ensuing economic downturn had raised the profile of economics and sparked
interest in what economists do. These events had also, in a number of cases, generated greater dependence
on economists: we heard tell that many economists were more in demand than ever. But increasing interest
and dependence have not always sprung from, nor brought with them, increasing esteem and understanding
- a reflection, we surmise, of lingering ambiguity among certain consumers of economic advice about the
sense in which economists as a group are implicated in precisely the problems they claim themselves best
qualified to solve. A number in our sample continued to encounter mixed emotions of just this kind:

“The crisis has simultaneously lowered the esteem of economics but increased
demand for economic comment and assessment as the key to putting things right.
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People are more interested in what we have to say but more polarised at the same
time. Some people have grown stronger in their opinion that economists don't tell
you much. The crisis has raised our profile but increased the scepticism of the
sceptics.”

In fact, the debate about the standing of economics and economists is seen as following several trajectories,
ranging from the informed debate amongst those who appreciate that economics is made up of a number of
sub-disciplines that coexist more or less independently of one another to the uninformed debate in which
these different sub-disciplines are aggregated into a single whole, which is then cast as a form of social
meteorology — a discipline that stands or falls by its powers of prediction.

Much of the informed debate centres on the health of macroeconomics in general and financial economics in
particular, with some in our sample feeling that an unhealthy vacuum now exists in important aspects of the
subject. There are those for whom this amounts to a necessary puncturing of the more imperial tendencies
within economics - an intellectual comeuppance on a grand scale. On this view, established theories,
whether in the form of the stochastic general equilibrium model or the efficient markets hypothesis, “have
simply been blown apart.” Some suggested to us that the flaws within the discipline run deeper still, to the
point that a number of economists had been revealed to have lost all sense of intellectual detachment from
the events they were supposedly observing and to have become standard bearers for a world view that
privileged the market and disdained regulation. In short, what masqueraded as neutral science was ideology
all along. The claim here is that it is the psychology of certain groups of economists as much as their
methodology that has been found out: they have shown themselves temperamentally disposed to rationalise
rather than challenge the status quo.

Others in our sample, however, saw the financial crisis as a corrective of a more positive kind and certainly
not something economists should apologise for or feel defensive about. Instead, it was something they
should see as expanding their understanding of the subject matter and encouraging them to approach in
new ways —
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