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Loury: Relations Before Transactions: A New Paradigm for Racia Discrimi

RELATIONS BEFORE TRANSACTIONS: A NEW
PARADIGM FOR RACIAL DISCRIMINATION
THEORY'

Glenn C. Loury
INTRODUCTION

My lecture this afternoon is about race and racial inequality in the
United States. I will try to give you some idea of what I think I'm
contributing to the study of this subject in my work. In order to do
that I need to give some background, to create something of an
intellectual context into which my work will fit. I will begin by
describing some aspects of the work of the renowned economist Gary
S. Becker of the University of Chicago, who has addressed himself
over the past few decades to related questions. Then I will try to
convince you that my ideas extend, amplify, and deepen Becker’s
work.

I do not think it will be enough to merely relate my ideas. I think
one also has to talk about what might be done about this situation—
about the politics and the morality, the social morality, the social
ethics that are raised by this question of social division, of “race,”
within a society.

I. HUMAN CAPITAL THEORY, BRIEFLY

In order to set the stage for a discussion of my work, I need to talk
a little bit about human capital and social capital. In my 1976
dissertation I used the phrase "social capital." In his important
treatise, Foundations of Social Theory, James Coleman credits me
with having been among the first to do so. I will contras "social" with
"human" capital. I begin with reference to Gary Becker, who is very

t+ This essay and the slides that follow reflect the contents of the 39th Henry J. Miller
Distinguished Lecture Series at the College of Law, delivered on October 9, 2006 by Professor Glenn C.
Loury.
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closely connected with the development of human capital theory in
economics.

Briefly, in human capital theory a paramount question is: How do
we account for differences in the eamings capacity of persons in
society? More specifically, human capital theory asks, what is our
theory, as economists, as to why the distribution of income and
earnings looks as it does? Why are the wages paid to workers in one
occupation greater than what is paid to those pursuing another
occupation? What, in a market setting, is the relationship between a
worker’s remuneration, on the one hand, and activities undertaken by
that worker which enhance productivity—like effort on the job,
formal and informal training, delayed childbearing, migration (choice
of location affects proximity to complementary productive factors),
health (investing in preventive care and nutrition can enhance the
productivity of the human organism)? Professor Gary Becker has
addressed these and other similar questions in his work.

All of these questions, in one way or another, are expressions of
this view—this approach to explaining how people come to get
whatever reward they get in the labor market—that is human capital
theory. This theory builds on an analogy with the well-developed
theories of investment in economics: Assuming competitive markets,
rational choice by forward-looking individuals, and analyzing human
investment decisions in light of an agent’s time preference,
anticipated rate of return, and available alternatives for the use of
time. So, human capital theory takes this intellectual framework—
well developed in economics for understanding investment—and
imports it into the realm of studying human inequality.

II. SociAL CAPITAL THEORY: ADDRESSING THE INCOMPLETENESS OF
HUMAN CAPITAL THEORY

Now, put simply, what I have been trying to do in some of my
work is to explore the implications of the fact that this association
between business and human investment is merely an analogy, not an
identity. That is, I have been questioning this tendency to equate the
mechanism of investment as it pertains to machines—to firms
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making plant and equipment decisions—with “investment” as it
refers to the development of human beings. I am saying that it is only
an analogy, it is not a perfect fit. They are not the same things.
Important things are missing in the human capital framework—with
due respect to Professor Becker, and with no irony here intended.
With due respect to the great Professor Gary Becker, the theory is not
complete as it applies to human investment. I will no explain briefly
and informally just how I see this theory as being incomplete.

There are really two points about this theory, about the
incompleteness of this theory, about the imperfectness of the analogy
between investment and human development.'! Human capital theory
is incomplete because human beings are not machines. There are two
senses in which I want to emphasize this incompleteness. First, I
want to emphasize that human capital theory is incomplete because it
fails to account for the fact that human development occurs inside
social institutions. Second, human capital theory is incomplete as it
pertains to racial inequality because it does not recognize that race is
a social construct.

1. Now, just as an aside before I give you the two points, 1 want to declare that I have no
ideological ax to grind here. For instance, I'm not against human capital theory because it's "markets
applied to people,” or some such nonsense. That would be unscientific. As the old aphorism goes, "the
proof of the pudding should be found in the eating.” That is, the theory is only so good as it is useful and
productive in helping us understand the data. I'm not against human capital theory because someone has
said "there's a shadow price on babies." There is such an implicit price, most definitely. (No, wait a
minute, Wait, wait, this is just basic economics. Opportunity cost. There are alternatives forgone. There
is no free lunch. There is a shadow price on babies. There can be no doubt about that. There is a
willingness to pay for babies. We may not permit it to be expressed in explicit and enforceable contracts.
We may make laws against it. But a decision-maker's options are what they are. People are trading them
off. There is a shadow price on babies. There is a shadow price on wives—or, perhaps I should have
said, on husbands.

But this is a digression. I'm just saying that [ am not against human capital theory because we are
applying prices to people. I am not one of those who think it is impossible to value a human life. I do not
know the answer to the ultimate existential questions, but I do know that people make choices and that
in those choices they reveal their willingness to pay for one thing or another. Some of those things pose
a greater risk to human life than do other of those things. By systematically analyzing people's choices
in this regard, we can learn something about how they value human life. This turns out not to be a trivial
question, because if billions of dollars are going to be invested in cancer research, we might as well
know what the value of the fruit of that advancement is going to be to society. One cannot get there from
here without, in effect, putting a price on human life. So I am not one who says economics cannot be
applied to this or ought not be used to think about that.
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A. Human Development Occurs Inside Social Institutions

My first observation is that all human development is socially
situated and mediated. In other words, the development of human
beings occurs inside social institutions. It takes place as between
people, in the context of human interactions. The family, the school,
the peer group, the youngsters who hang out with each other in the
neighborhood and play basketball or engage in other activites
together. These institutions of human association are the places where
growth and development occur. Many resources essential to human
development, for example, the attention that a parent gives to her
child, are not alienable. This is a fundamental point, even a Marxian
point. For the most part, human developmental resources are not
commodities. Development is not up for sale. There are no markets
on which you can trade it. It may have a shadow price, but that does
not mean there is a market. What I mean is that the structure of
connections between people within society creates a context within
which developmental resources are allocated to human beings. The
allocation of those resources may not be fully responsive to prices.
As aresult, it may not always be a good metaphor, or a good analogy,
to reason as though this were so.

I can make this point in a small way and in a large way. This is
point number one: human investments are socially situated, and so
the analogy on which Professor Becker and his colleagues have built
a great edifice, the analogy that would take the insights from the
economics of investment and apply them to the development of
human beings—that operation is incomplete to the extent that it does
not attend to the social structures and the institutions within which
the human development takes place.

The family is one such institution within which human
development takes place. This point is absolutely fundamental, since
the human development process begins before birth. The decisions
about whether or not, for example, the mother attends to her health
and nutrition during pregnancy in order to encourage the neurological
development of the fetus are decisions that will be affected by
whether or not the mother comes from a family with resources,
whether or not there is a husband present, whether she is 16 or 26
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years old, whether or not there are good social services provided—
like professional nurses who visit the home early in the post-delivery
period, and a myriad other thousand things that I could name, all of
which come together to shape the experience of this newly born and
maybe not even yet born infant, who will develop one day to be a
human being and about whom it will be said they have this much or
that much productivity, as reflected in the wages that they will make
in the market, or the test scores that they will manifest on some paper
and pencil examination. It will be said they manifest this or that much
productivity. Well, what I'm saying is they are not machines. The
productivity they manifest, the capacities that they express are not
merely the result of some mechanical infusion of economic resources.
They are the byproduct of a social process.

B. Race as a Social Construct

My second observation is that what we call “race,” is mainly a
social, and only indirectly a biological, phenomenon. 1 hope to
persuade you that this point—along with my first observation
regarding the inadequacy of an analogy between human development
and investment in plant and equipment—is critically important when
discussing racial inequality in America. Persistent racial distinction
between large groups, across many generations, in an open society
where diverse peoples live in close proximity one to another, is
irrefutable evidence of deep-seated division, segregation and
separation between racially defined networks within the social
structure. Much could be said in this vein, but to cut right to the core
of it: There would be no “races” in the steady state of the system
unless, on a daily basis and in regard to their most intimate affairs,
people paid assiduous attention to the social boundaries that
separate themselves from racially distinct others. Put differently,
over time "race" would cease to exist in a society unless persons in
that society choose to act in such a way as to biologically reproduce
the variety of phenotypic expression that constitutes the substance of
racial distinction.

That was a long sentence, and it is important to me that I am
understood here. So, let me repeat: "Race" is not something simply
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given in nature. It is a socially produced thing. It is an equilibrium
outcome. We are making it. In every society where protracted
differences exist—differences that take a physical expression and that
persist over centuries (like in your society or mine), it is something
that we are doing. It i1s not coming from on high. Rather, it is
endogenous. There are a hundred ways that I could say it, but I think
you get the point. My second point is that if the goal is to understand
durable racial inequality then it is really important to attend in some
detail to the processes which cause "race" to exist as a persistent fact
of life in the society under study, since those processes will almost
surely not be unrelated to the allocation of human developmental
resources in that society.

Put differently, what I'm saying is this: The creation and
reproduction of “race” as a feature of society rests upon a set of
beliefs and conceptions about identity held by people in that
society—beliefs about who they are, and about the legitimacy of
conducting intimate relations (and, here 1 do not only mean sex,
although I do mean that too) with racially distinct others. My key
point is that beliefs of this kind are likely to also have consequences
for whether or not persons enjoy equal access to the resources
individuals need to realize their full human potential.

To summarize, my argument to this point is that human capital
theory is incomplete in two ways: It is incomplete in that an analogy
about investment between people and machines may not attend to the
socially situated context within which the resources that promote
human development become available. Moreover, in the context of
studying of racial inequality, the analogy is incomplete to the extent
that one does not attend to the interaction between those social
processes which ensure the reproduction of racial difference in the
society, on the one hand, and those processes facilitating human
development, on the other hand.
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III. ILLUSTRATING HOW HUMAN DEVELOPMENT TAKES PLACE INSIDE
SOCIAL INSTITUTIONS

Regarding my first point, that human capital theory is incomplete
insofar as it does not take into account that human development takes
place within social institutions, let me give you an example. In an
early paper that was published in Econometrica in 1981 (which had
nothing to do with race; it dealt with class.), I observed that the
capital market for human investments is not perfect.

Let my child be very talented. Suppose I've seen her at the
keyboard and noticed that she could be a great pianist one day if only
she had a teacher. Suppose further that I have no money for a teacher.
Finally, suppose I go to the banker with the following narrative: "My
daughter here is very talented. She could be a great pianist one day.
Invest in 15 years of lessons and I'll give you 10% of her royalties for
the first 25 years of her performance career.” We all know that such a
contract will not be written. That contract is not enforceable. What
happens? That talented kid never gets the lesson. The capital market
is incomplete.

Thus, even if we were to accept the idea that physical and human
investment are a perfect analogy, a firm might be able to gain access
to borrowing against future profits while an individual might have a
much harder time doing so, because it is hard to enforce the
hypothetical contract ex post, when the individual, now a great
pianist, decides she wants to become a housewife instead, or simply
decides that she does not want to give-up her royalties. She is not a
slave after all.

Now, that is a simplistic illustration of the much more general
point that [ am trying to make. What if we change the hypothetical so
that the child may have talent, and may get lessons, but does not
practice. She does not practice because the people whom the child
interacts with in the neighborhood, or the child’s social location more
generally, disdain practice of the piano, saying: "Oh, you're so
bourgeois. You must think you're so much better than us. What are
you doing playing the piano? Don't you know that ‘our people’ don't
do that? You should be out here with us playing basketball, instead."
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Now, you may think this is idle speculation on my part. But, much
evidence supports the view that, in the United States today, some
non-trivial portion of the difference in the intellectual preparedness of
youngsters across racial lines turns on the fact that racial minority
(i.e., black) peer groups discourage youngsters from doing what is
necessary to fully develop their intellectual talents, seeing it as a
betrayal of their identities to do so, and thereby fostering a so-called
“oppositional identity.” Historically oppressed groups, time and
again, have evolved notions of identity that cut against the grain of
their society’s mainstream. As a result, youngsters can be
discouraged from the out-migration which is, after all, the full
expression of our humanity. We are all leaving some community if
we grow as human beings. We are always moving out to broader
horizons. We are always redefining ourselves. That can be
threatening to an insular group that has been suppressed over many
years. A culture of repression can develop around that threat. And
that culture can prevent a talented youngster with the resources at
hand from taking the actions needed to develop that talent.

Given such a situation, what, I ask Professor Becker, do we say
now? Do the kids in those dysfunctional peer groups simply have the
wrong utility functions? Is that the end of our analysis? Again, I
mean no ridicule here. I ask this with all due respect. What I am
saying is that Becker's theory is incomplete. [t is not an adequate
account to say that dysfunctional behavior in an oppressed group
simply shows that “those people” have the wrong utility functions,
when their utility functions have emerged from a set of social
formations that have been historically generated by our own
structures and activities.

But I don't want to ramble. I want to get my two points across
about the incompleteness of human capital theory. One of them is
that investments take place in a social context. We must attend to the
relevant social contexts. These are not markets. Ethnic communities,

2. This, by the way, is the reason why I've advertised this talk by mentioning the "structure vs.
culture” debate. And I'm going to come back to this point.
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local cultures seeing themselves in opposition to the majority,
families that are not integrated across the boundaries of race in a
society, these are not markets. Rather, these are all complex, morally
ambiguous and difficult-to-regulate social phenomena that embody
and reflect what people take as the meanings that give significance to
their lives.

IV. RACIAL STIGMA AND THE NOTION OF RACE AS A SOCIAL
CONSTRUCT

The second point I would like to make regarding human capital
theory’s incompleteness is that it fails to recognize that race is a
social construct. 1 have always been dissatisfied with Becker's
"Economics of Discrimination” when applied to the case of racial
inequality in the Unites States, because the actual significance of
racial categories had no operational role in that theory. This struck
me—and continues to strike even me to this day—as massively a-
historical.

Now, as a theoretical exercise, of course, one can elaborate a price
theory for markets where traders are averse to doing business with
some group marked with an “X,” and where it will not matter what
the "X" signifies—of the sort that Gary Becker does in his classic
book from the 1950°s. I am not against that program. I am just saying
that to do so would leave the analysis incomplete. We would not
have finished our work. When 1 first read Becker’s book, I was
thinking, from the South Side of Chicago in 1969, This is America!!
A neighborhood across town had just been burned to the ground.
There had once been an institution called slavery. I could still turn on
my television in 1969 and see the buffoonish images of grotesquely
distorted features of some kind of silly black who is a symbol of
idiocy that had been commonplace in the America of the 1890s,
1900, 1910, 1930s. You could still see some of those images in the
late 1960s. This was, after all, America, I thought. Race is certainly
not just a cipher, not simply an "X," not merely a mark. It meant (and
still means) something, and those distorted meanings must have some
part in the perpetuation of racial disparities.
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Actually, what blackness means in America has many negative
connotations associated with it. It means “uncivil,” and “backward.”
It means “licentious.” Its aura is morally compromised. A dark
exoticism, an othemess, hovers around the actual meaning of
"blackness" in America. These negative connotations have developed
over years in American society, I thought, sitting in my library carrel
reading "The Economics of Discrimination” in 1969.° How else, I
thought, could one explain why some racially defined people in our
society are not marrying “the other?” They are not marrying them, do
not want to live next to them, are not so happy sending children to the
schools they attend. Even when they are prepared to accept "the
better of them," they nevertheless remain ever vigilant to the
possibility that those whom they took to be “better” well might not be
S0.

What I am talking about here, in a word, is "racial stigma." Even in
1969 I had the vague sense that Becker's theory was incomplete, with
this incompleteness becoming stark and graphic when one turned to
the question of race. I thought this because I saw the context for
human development and human investment as racially tinged and
unequal, since structures of social connectedness were—and still
are—so racially disparate. But, I also thought this because I thought
that "race," in other words, "blackness" was not, and is not an
arbitrary marker. Rather, this symbol is laden with historically
generated meanings particular to our society. Meanings that, in the
case at hand, have a stigmatizing, negative, degrading, subordinating
connotation.

This point is fundamental for me. Because without this insight one
may do something that, though not illogical, is nevertheless wrong:
One may say, as many more or less conservatives commentators have
in fact said: "But, look at immigrants to the United States from the
East and the South of Europe. They, too, were despised and yet in 50
years they have integrated into the society. The words ‘Slav’ and

3. Of course, there are positive connotations, too. For example, associating “blackness” with “hip-
ness,” and finding “the black body” alluring. But, these are minor counterpoints against the opposite,
dominant theme of “otherness.”
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‘slave’ have a common root,” and so on. Or, one may say: "Look at
recent immigrants from Asia and even from Latin America. They,
too, have been despised in various ways. And yet, they have
advanced in our society even as the blacks of inner city Detroit,
Chicago, Philadelphia, Baitimore, New Orleans, Los Angeles,
Oakland, and numerous other cities continue to lag. What is wrong
with those people?”

Without appreciating that some marks on the body signify things,
negative things, dark things, “otherness” things, that influence the
chance for people bearing those marks to develop their human
capacities, without seeing this, you may attribute the backwardness of
these people who have been stigmatized to their "essence.” You may,
in effect, say "it must be something about 'those people,’ not about us,
that causes them to be so backward." You will eschew social and
political and moral responsibility for their plight. You will conclude
that their failure to develop their human potential either reflects the
absence of such potential in the first place (and, we have books on the
shelf making that argument), or you may decide that their failure is
due to their backward culture which, sadly but inevitably (What more
can we do?) leads them to lag behind.

So, what I want to say on the “culture vs. structure” question is,
yes, there may be some tendency to backwardness in “their culture.”
The jails are full of blacks in the United States, and they are not all
political prisoners. It is a fact that two in three children bomn to a
black woman in the United States are born to a woman without a
husband. So, yes I would say, there is some stuff on the supply side.
There is something, if you must—if you must—that is “in their utility
functions.” But how did it get there? How did it get there? Is it
merely a statement about them, to observe that they value something
in a certain way? Or, when we understand that the way people come
to value things is created via interactions in society, can it not also be
a statement about us?

A. Two Examples of Race as a Social Construct

Let me give you an illustration of the second point. My first point
was that investments are contextualized and so the social networks
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within which people are located, the structure of those networks,
mediating the investment, are relevant to a theory of human
inequality in a way that they might not be so relevant to a market
idealized setting of investment in physical plant and equipment. The
second point is that the marks in question, the symbols that signify
racial difference, are freighted with important connotation that then
have an adverse effect on a person's opportunities to develop his or
her skills. In the second point, I am stressing that "race" symbols
have meaning. Specifically, "blackness" in the United States has a
meaning associated with it that is stigmatizing. This stigma inclines
people to a presumption against the merits of persons bearing the
mark. It causes people to start out doubting the assumption that the
stigmatized one is "like us."” This causes the observer to be reticent to
enter into intimacy with such a person. A social allocation of
developmental resources is not like a market-mediated allocation.

People are making these judgments not on the basis of straight-
forward benefit-cost calculations, with due respect to Professor
Becker, but also on the basis of identity considerations: Who am I;
and how, then ought I to live; and with whom, then, should I
associate; and when ought I to extend to this ‘other’ a benefit of the
doubt? Moreover, I am extending this second point to an observation
about the “culture v. structure” debate, because I am saying there is a
mistake that you can make, a cognitive mistake. It is a mistake in the
analysis of society. It is a mistake about the extent to which racial
inequality is an expression of cultural differences between insular
groups of people, rather than that inequality emerging out of a system
of social interactions that knits us all together in a seamless web.
That is the mistake that I want to warn against here. It is a significant
error of soctal cognition to impute causation to traits that are seen as
being intrinsic to a subordinate racial group, while failing to
recognize the system-wide context within which dysfunctional
cultural expression is produced and reproduced in society.

I need now to give you some examples, because that was all very
abstract. This is about my second point: racial symbols have
meaning. 1 wanted to give you some examples, examples of how
these meanings can be significant. [ also wanted to illustrate how we
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can take the cultural thing as if it were simply there, when it is in fact
something that we are producing, all of us. Marriage and family
dynamics across racial lines and the War on Drugs are particularly
good examples of my second point.*

1. Marriage and the Family

One example is marriage and the family and childbearing. Look at
gender relations between black people in the United States, which is
to say divorce rates, out of wedlock childbearing rates, and so forth.
You may comment, ah look, look at how they are. But I want you to
look at intermarriage rates between blacks and whites in the United
States. They are very low. I have the tables here. They are really low.
By contrast, an American-born woman of Asian ancestry under 35
years old in 1990, if she was married, had a probability 0.7 of being
married to a non-Asian white American. That was a 70 percent
chance. A native-born black American under 35 years old who was
married, a woman in 1990, had a .02 probability of being married to a
white man. Now I cast no aspersions. It might be that the women are
getting propositions from the men and are turning them down. I do
not know. I do not have the data. Really. But, I do know that in the
equilibrium there is a different rate of cross-boundary mating
between the two groups and I strongly suspect that this fact has
implications for human development, for resources available to
children, and for the generation and transmission of weaith.

It also has implications for the mating market amongst African
Americans because we are a small minority of a population, we are
fewer than one in eight Americans. If white men and black women
were marrying at a higher rate, black men and black women would be
interacting in a different way. How? I do not know exactly. That is
not my point. That would be a study. My point is a higher-level
observation. My point is that to observe in the equilibrium different
rates of out of wedlock birth across black and white populations, and
then to impute that to something about “black culture” would be to

4. Many of these facts are at the back of my book, The Anatomy of Racial Inequality, which is
available in English, and is being translated into Hungarian even as I speak.
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fail to understand that the marriage market is situated in a larger
context where a different rate of cross-boundary matings would
substantially affect intra-boundary behavior. So what one might take
to be “culture” just might turn out to be “structure” after all. You see,
what you took to be a characteristic of “those people,” "why don't
they marry?," "how can they bear their children in such disorder?,"
just might turns out to be questions about "us," why do we avoid
intimacy with them?" They are segmented, despised, looked askance
upon, and are generally of no interest for intimate relations. Indeed,
they are of little interest altogether, except as a topic of cocktail party
discussions about their “depravity.””

2. The War on Drugs

"Marriage and family dynamics across racial lines was one
example. Here is another example: The War on Drugs in the United
States. The fact is that the number of people locked up in prisons and
jails in the United States has gone from 500,000 in 1980 to two
million by the year 2000. It has quadrupled in 20 years. I am not
making that up. I have the numbers here. Blacks are one in eight, or
so, Americans, but we are one in two prisoners in the United States.
There are more black people in prison in the United States than there
are people in prison in some pretty good size countries, like
Germany, France, and England. 1 could continue to produce statistics
for a long time about that.

The war on drugs very clearly is a policy choice. It is an expression
of public sentiment. Political campaigns are run on these issues—on
the death penalty, on a law that is called "three strikes and you're
out,” which means if you commit three felony crimes you will be
locked up for the rest of your life. Twenty-five years to life if you
commit three crimes.® That is all by way of saying the following:

S. Please excuse me if a little anger kicks-in here, but the current political rhetoric in the United
States on these questions can be unnerving.

6. Actually, there are tens of thousands of people in California's prison system, in that one state
alone, Tens of thousands incarcerated in the state of California, for life, under that law. To the extent
that the state's fiscal integrity is to some degree compromised, they now talk about rolling-back the
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That growth in imprisonment is partly due to the explicit policies of
making our penalties more severe that have been connected up with
this metaphorical idea about having a "war" on things. And so there
is a war on drugs.’

You do not have to be Pierre Bourdieu, in other words, you don’t
have to be some French social theorist full of abstractions to see the
drama that is being enacted in American society around
“punishment,” where a massive mobilization of resources has been
undertaken, attended by the corralling and physical control over the
bodies of largely a black and poor population. The political rhetoric
around it is: Protect our children, keep ourselves safe from the well,
the “scum” or the “rabble” are terms that come to mind, keep us safe
from the element that threatens our civilization. You do not have to
be a Jurgen Habermas to see that something really profound is being
enacted in such a society. It is not just about policy. Policies
signify—and the racially disparate incidence of a massively punitive
policy like the “War on Drugs’ signifies massively—engendering and
drawing upon social meanings that are harmful to the developmental
prospects of blacks.

But, that is all an aside. What I really want to say about the War on
Drugs is this: Everybody does drugs. The data on consumption, on
drug consumption, the data on admissions to hospitals for
emergencies from overdose consumption, the data on treatment
facilities and who goes and seeks medical care for drug addiction at
them, all reveal a kind of ecumenicism, all classes, all races, all
regions are in the game. Illegal drugs are a $100 billion a year
industry. The drug market is so hot in America that suppliers can buy
airplanes, fill them with substances, land them, and walk away from
the aircraft, because the profit that they are going to make on the
transaction relative to the risk of trying to get the plane back up again

severity of punishment because they have done a present value calculation about what it is going to cost
to house and feed these people in perpetuity. After all you have to give them health care too!

7. Again, please forgive my vituperation, but these are, after all, human beings that [ am talking
about, and they do reside in a rich and powerful nation that would lead the world under a banner of
“freedom.” These are millions of people that I am talking about. So it is understandable that one would
become a little bit emotional about it.
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does not make it worthwhile to take the plane with them. Now that is
a massive consumer market that involves everybody. Everybody.
Small wonder that a "black" commerce will disproportionately enlist
into its employ those people who are at the margin of society. That is
not a surprise.

To give you an analogy to make the point, street prostitution is
something that many women do, but they are responding to a demand
for their services. Small wonder that the people who are standing on
the comer selling their bodies are desperate persons, but to act as if
they have infected us by their immorality with some social disease is
a posture of pure hypocrisy. They are only there because men with
automobiles and money come to avail themselves of their services.
Street prostitution is not something that bad women have done to
society. It is a social product, something that men and women are
producing together. We're all in it.

So, too, it is with drugs. So, too, with the violence that attends the
traffic in drugs. Any economist will tell you that if I cannot write
enforceable contracts then we are in a state of nature and disputes
will get resolved through violence. There is nothing new in that. That
has been the truth of the world since forever. So it is that there is
violent trafficking in drugs in inner city communities in the United
States which are heavily black, and so it is that the persons who
participate in that commerce find themselves incarcerated. I am not
making excuses for them. But that fact is that institutional structure
involving people of all races and classes, complex structures, together
with a massive discretionary mobilization of punitive resources, have
worked together to create this problem. The result has been the
corralling of a great many black bodies. This result reflects the
symbolic degradation of blacks, even as it reinforces an interpretative
pose that absolves the larger society of any responsibility to consider
reforms. A super-structure of ideas—an ideology—reinforces and
legitimates the status quo, and removes any lingering ethical doubts
about who is to blame for this mess.

Forgive me, but I cannot escape the lessons that I learned reading
Das Kapiral thirty-five years ago. Because power in society is not
only about force and control over material goods. It is also about
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ideas, about legitimating ideas which make the exercise of brute
force, of "might," seem justified and "right." Race-subordination
exists within a superstructure of symbolism that sits on top of the
institutions. The fears, the suspicions, the prejudices, the symbols, all
right, the politician 1s tough on law and order and how does he
demonstrate that, he executes a human being. That human being is
more likely than not going to be a black person in the United States
who is being executed. This is a country where black people actually
used to be lynched in public rituals of terror, within the last 100
years. Embodied racial traits come to have symbolic significance in a
society. This is an important point. Failing to see it can lead us to
attribute to qualities we take to be intrinsic to the persons as the
reason for their backwardness, when in fact their backwardness and
those qualities may be outcomes that we have collaborated in
producing.

Now, ultimately, this point is also important for moral reasons.
And, I want to conclude this lecture by asking, Who are we in
society?

The observation I am making is that it is a very significant issue as
to how a society answers the question, who are the we. And you can
bet it is a live question in the United States. Who are we? Whose
country is it? When talking about crime, about violence, about school
failure, about urban decay, about prisons, is it a matter in the back of
the mind that can be understood as us against them? Because, if it is
us against them, anything is possible. It becomes possible to say
about those people: "That is not my country. That is some third world
thing."

This was said during the flood of New Orleans. But it is a lie.
Black people in New Orleans have been there for 250 years. They
are not aliens. They are as American as you can get, as American as
anybody can be. That was us down there, crawling up on those
rooftops. That was us in the Superdome, perpetrating whatever. That
was us.

It was a quintessentially American affair, not simply a measure of
the inadequacy of "black culture.” I want to argue that it reflected our
social inadequacy. I buttress that argument by observing the
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incompleteness of human capital theory, by observing that the human
development process is socially contextualized, and that “race” plays
an elemental part in all of this. Those flooded wards, after all, were
100% black. This was not South Africa. It was not as if you had to
show a passbook to get into or out of that neighborhood. People
simply did not want to live there. They had shunned the “underclass.”
They had moved to some gated community, to someplace "decent,"”
and, in the process they took their children from the schools and their
money from the tax rolls. They shunned them. And then, having
shunned them, when those who had been cast aside fester in their
marginal status, when social pathology shows itself, then people line-
up outside of a gun store in Baton Rouge to arm their families,
because those people are coming to our community, and
commentators on conservative news radio tut-tut-tut about "who can
blame them!"® They were lined up outside of gun stores.

So, there is a moral point here. The moral point is subsumed in the
question, "Who are we?" When, in the United States of America—
where black people who are ten generations natives of the soil can
nevertheless be understood as an “Other”— something is desperately
wrong, as a matter of morality.

CONCLUSION

So I want to conclude.

I guess I have basically accomplished what I hoped to accomplish
here. Which was to make you aware of how the very influential
theory of human capital, with which I associate Professor Becker, can
be enriched and deepened by some elements of what we are going to
call social capital here, and by which I mean taking seriously the
social, socially situated character of human developmental
investments. They are not market-mediated, at least not many of
them. They are relationship-mediated. Meanings of race as they have

8. You may not know this, but there were lines around the block outside of gun stores in Baton
Rouge, Louisiana when it was announced that refugees from New Orleans would be coming to their
community? You can, by the way, simply go to a store and buy a gun in the United States. It's your
constitutional right, some say.

http://digitalarchive.gsu.edu/gsulr/Vol23liss3(d 1 i ne -~ 23 Ga. St. U L. Rev. 602 2006- 2007

18



Produced by The Berkeley Electronic Press, 2006

Loury: Relations Before Transactions: A New Paradigm for Racia Discrimi

2007} RACIAL DISCRIMINATION THEORY 603

evolved in American society have infected or influenced relationships
to the detriment of the stigmatized group. That is part of the story of
inequality which has a moral implication—namely, that their
backwardness and their marginality is our problem, not just theirs. It
is a reflection of us and how we live together in the society, not
simply of their culture and how they are.

I believe that the dichotomy between culture and structure is a
false dichotomy. Culture ultimately is endogenous, and especially
when we talk about cultural disparities within groups of people sitting
cheek by jowl next to each other in an American city, where the
dialect of English was spoken. I don't know if you saw some of these
images on CNN or the BBC. The people coming up out of the cellar
of our society. Scrambling for their lives. They spoke to the
microphone. That is an English that is different from the English that
you are used to hearing Americans speak. There are right there in the
same city. You can throw a stone from where they live to where other
people live. How can they be speaking different dialects of the same
language? Only if their social networks are so segregated. I am not a
linguist, but you can see the point instantly.

Thinking in this way, I believe, helps account for the durable racial
inequality with which America is still encumbered. Consider the so-
called black underclass—the poor central-city dwellers who make up
perhaps a quarter of the African-American population. In the face of
the despair, violence, and self-destructive folly of so many of these
people, it is morally superficial in the extreme to argue as many
conservatives now do that “if those people would just get their acts
together, like many of the poor immigrants, we would not have such
a horrific problem in our cities.” To the contrary, any morally astute
response to the “social pathology” of American history’s losers
would conclude that, while we cannot change our ignoble past, we
need not and must not be indifferent to the contemporary suffering
issuing directly from that past, for which we bear some collective
responsibility.

I can put this more pointedly: The self-limiting patterns of
behavior among poor blacks in the central cities of this country are
not a product of some alien cultural imposition on a pristine Euro-
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American canvas. Rather, the “pathological” behavior of these most
marginal of Americans is deeply rooted in American history. It
evolved in tandem with American political and economic institutions,
and with cultural practices that supported and legitimated those
institutions—practices that were often deeply biased against blacks.
So, while we should not ignore the behavioral problems of this so-
called underclass, we should discuss and react to them as if we were
talking about our own children, neighbors, and friends. This is an
American tragedy. It is a national, not merely a communal disgrace.
We should respond to it as we might to an epidemic of teen suicide or
a run of high school shooting sprees—by embracing, not demonizing,
the perpetrators, who, often enough, are also among the victims.

I apologize for what may seem to be a tendentious claim, but I am
only stating the truth: Contemporary American society has inherited a
racial hierarchy—the remnant of a system of racial domination that
was had been supported by an array of symbols and meanings
deleterious to the reputation and self-image of blacks. It can be no
surprise in such a society that the web of interconnections among
persons that facilitate access to opportunity and shape the outlooks of
individuals would be raced, which is to say, that processes of human
development would be systematically conditioned by race.

Thus, racially disparate outcomes at the end of the twentieth
century can be no surprise, either. The “comparative narrative”—
“structural reform is not needed; blacks may be lagging but nonwhite
immigrants are progressing nicely, so America must be okay”—is
sophomoric social ethics and naive social science. Saying this in no
way commits me to the view that success is independent of effort, or
that victims of racism should be exempted from mandates of personal
responsibility.

The problem with stigmatizing talk about “black culture,” “black
crime,” and “black illegitimacy”—when used as explanatory
categories by the morally obtuse—is that such talk becomes an
exculpatory device, a way of avoiding a discussion of mutual
obligation. A distressing fact about contemporary American politics
is that simply to make this point is to risk being dismissed as an
apologist for the inexcusably immoral behavior of the poor. In truth,
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the moral failing here lies with those who would wash their hands of
the black poor, declaring “we’ve done all we can.”
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APPENDIX

Trend in Median Family Income by
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A Huge Racial Disparity in Incarceration

Figure 11
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Incarceration and HIV Transmission

Figure 1
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Annusl Newly-Diagnosed AIDS Case Per 100,000 Women Age 20 to 64 by Race/Ethnicity, 1982
to 2001
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Public Policy and Racial/Ethnic Disparities

Distributive Disparities: who gets more or less, and why

Civic Disparities: how groups are positioned in relation to one
another and vis-a-vis major societal institutions

The Social Question: How can solidarity (or inclusive and equal
membership) be achieved in a society divided by ethnic
identities as well as material inequalities?

How do public policies organize governance and define terms
of membership for different social groups?

The New Poverty Governance: Change in Numbers
Incarcerated and Receiving Cash Aid:1990-2000
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Civic Incorporation as a Goal of Poverty Policy

Europe
» Unemployment and welfare dependence as problems of “social
exclusion”

» Labor activation as a strategy for incorporation into the
societal “mainstream”

United States (The New Paternalism)

» Social dysfunction, behavioral pathology, and personal
disorganization as sources of societal marginality

* “Telling the Poor What to Do’ (Help and Hassle)
— Directive, supervisory, and punitive policies
— Supports to enable preferred behavior

Mid-1960s: a policy long racialized in practice becomes
racialized in media coverage and in the public mind
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Race Matters: The Effect of Black Caseload Percentage on
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