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PRAISE FOR Feeling Smart

“Feeling Smart puts the social back into social science. The truth is that there’s a touchy feely aspect of Game Theory, and Winter shows how expressing and understanding your feelings (and those around you) will help you become a far better strategist. Be smarter or be smarting, your call.”

—BARRY NALEBUFF, Milton Steinbach Professor, Yale School of Management, and coauthor of The Art of Strategy

“We are used to thinking that emotions such as anger, love, insult, and so forth are irrational. In his new book, Eyal Winter explains why these emotions are actually very rational, fulfilling important functions that usually advance the most vital interests of each of us. This is an important, enjoyable, and convincing book.”

—ROBERT J. AUMANN, Nobel Laureate in Economics

“Eyal Winter, a distinguished game theorist and behavioral economist, writes about rationality and emotion with compassion and empathy.”

—ALVIN ROTH, Nobel Laureate in Economics

“Eyal Winter has written engagingly on the science of action and emotion; on why and how feelings make us smarter and are central to understanding rational action and interaction in processes of human betterment that are subtly inaccessible to our self-aware consciousness.”

—VERNON SMITH, Nobel Laureate in Economics

“Emotions and rationality are often thought of as polar opposites. But Eyal Winter—a leading game theorist and economist—shows compellingly that emotions can actually promote rational behavior. His book makes fascinating reading.”

—ERIC MASKIN, Nobel Laureate in Economics

“Eyal Winter’s book admirably draws together the important recent work on social and individual behavior and its implications for economic behavior. He shows clearly how the more traditional rational analysis remains an important part of explanation, but is by no means adequate. His exposition is breezily informal, yet rigorous; accounts from his family join seamlessly with citations on the literature, to which he himself has made significant contributions.”

—KENNETH ARROW, Nobel Laureate in Economics

“Eyal Winter’s Feeling Smart brings together, with interpretations from natural selection, most of the work of the past thirty years on Choices and Decisions that transcend 'rational choice' but complement and support it, with attention and credit to 'emotional' contributions to motivations for choice.  You may be acquainted with some or even much of it—I was—but there's almost certainly enough you didn't know to make it a treasure. It is also fun to read!”

—THOMAS SCHELLING, Nobel Laureate in Economics
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PREFACE

WHY CAN’T PEOPLE THINK MORE RATIONALLY? RELATIVE TO THE idealized image of “the thinker,” evolution has seemingly bequeathed to us several flaws. How else can we explain why we are so emotional? Of what benefit is it to a person to become angry? In a world as competitive as the one we inhabit, why are we occasionally struck by a sense of humility? Why do we turn beet red, making ourselves more noticeable at precisely the moments in which we most want to bury ourselves underground out of profound shame? As long as we are on this point, why feel shame at all? Or regret? Why are we filled with a burning passion for love? And what in the world possesses us to insist on fidelity to only one lover? Or to volunteer for the most dangerous military missions? There are a plethora of actions that we would simply refuse to undertake at all if we were only to stop a moment to think about them intelligently, carefully analyze the threats versus the opportunities, and coolly calculate the net benefits. At the same time, if we were to refuse to do them, we would cease to be human beings.

Mr. Spock, a character from the television series Star Trek, would regularly regard his shipmates on the starship Enterprise with a look of forgiveness mixed with arrogance. As a native of the planet Vulcan, Spock, in marked contrast to us, acted solely out of emotionless considerations of reason and logic. Is the sense of inferiority that we feel as we watch him act calmly and coolly in the face of the grave crises that he faced on Star Trek justified? The truth is that if the human race had developed along the lines of the emotion-free inhabitants of Vulcan, our lives would be considerably more difficult, and in all likelihood we would not have survived at all.

Many of us tend to think of decision making as a process in which two separate and opposite mechanisms are engaged in a critical struggle, with the emotional and impulsive mechanism within us tempting us to choose the “wrong” thing while the rational and intellectual mechanism that we also carry inside us slowly and ploddingly promises to lead us eventually to make the right choice. This description, which was also shared by many scientists until a few decades ago, is both simplistic and wrong.

Our emotional and intellectual mechanisms work together and sustain each other. Sometimes they cannot be separated at all. In many cases a decision based on emotion or intuition may be much more efficient—and indeed better—than a decision arrived at after thorough and rigorous analysis of all the possible outcomes and implications. A study conducted at the University of California at Santa Barbara indicates that in situations in which we are moderately angry, our ability to distinguish between relevant and irrelevant claims in disputed issues is sharpened. Another study that I coauthored reveals that our inclination to become angered grows in situation in which we can benefit from anger. In other words, there is logic in emotion and often emotion in logic.

How do emotions influence our decision making? Do they hinder us or help us? What is their role in social situations? How are collective emotions formed? What are the evolutionary mechanisms that made us both thinking and emotional creatures? This book attempts to answer these questions using insights from the latest research studies published in recent years “on the seam” between emotions and rationality.

The new insights that have been obtained about the role of emotions are an outcome of a quiet revolution that has occurred over the past two decades in three important research disciplines: brain sciences, behavioral economics, and game theory. These three together have in recent years expanded our understanding of all aspects related to human behavior. If in the past emotions were studied mainly in psychology, sociology, and philosophy, while rationality was the preserve of economics and game theory, today both the study of rationality and the study of emotions are active research subjects for scholars in all those fields.

Game theory and behavioral economics, the academic fields in which I specialize, are rapidly expanding subjects within economics. Over the past two decades twelve Nobel Prizes in economics were awarded to researchers in those two fields. Their influence is felt well beyond the gates of academia. The behavioral economist Cass R. Sunstein, for example, is currently the administrator of the White House Office of Information and Regulatory Affairs in US President Barack Obama’s administration. His colleague Richard H. Thaler is a member of a unit called the Behavioral Insight Team set up by British Prime Minister David Cameron in his Cabinet Office to serve as an in-house consulting board.

Although this book is not based on one and only one school of thought, it contains a personal and consistent statement. This statement can be summarized using the apparently paradoxical combination of words: “rational emotions.” Research in behavioral economics and the popular literature that it has spawned, including books composed by my friends Dan Ariely1 and Daniel Kahneman,2 tends to concentrate on mental deviations that lead us away from rational decision making, and in some cases can harm us. In my opinion this is an overly pessimistic position. In contrast, I will try to point out how emotions serve us and further our interests, including our most material and immediate interests.

It is impossible to conduct a discussion on this subject without making use of two important research fields: game theory and the theory of evolution.

Game theory, which is essentially the study of interactive decisions, is necessary because humans are social creatures who interact with their environments. The game theoretic approach enables us to understand the roles that emotions and other behavioral characteristics have within a context of social interaction. Without it, we would be exposed to only “one side of the coin,” and we would have only a partial understanding of our own behaviors.

The theory of evolution is also vital for understanding human behavior. An evolutionary claim is intended to explain how a behavioral characteristic helps (or has in the past helped) human species to survive. Like physical developments in humans and other living creatures, human behavioral developments are the results of a “package deal”: a behavioral characteristic or inclination that appears to be an obstacle in one decision context is in many cases an important advantage in other decision contexts.

I have naturally emphasized the research that my research partners and I have conducted, but I have also included research results obtained by many of my colleagues and students at the Center for the Study of Rationality at the Hebrew University of Jerusalem, which I had the honor of directing for the past several years, as well as the research of many other leading scholars throughout the world. These research efforts are based on both theoretical insights and laboratory experiments, which over the past several decades have come to replace the surveys and questionnaires that had previously been the main empirical study tools of the social sciences.

My use of the term “emotions” is broader than the meaning attached to that word in common speech. I include as emotions not only concepts such as anger and worry, which are regarded by everyone as emotions, but also concepts that are typically thought of as social norms, such as fairness, equality, and magnanimity. This is not an attempt to define what is an emotion (something that I deliberately avoid doing), but instead comes from a desire to study an extensive range of phenomena that impact what might otherwise be perfectly rational thinking. The insights developed in this book are not restricted to economic decisions; they relate to a wide array of topics that include conclusions about society, politics, religion, family, sexuality, and art.

Feeling Smart is designed to enable readers who may not necessarily be up-to-date with the latest social science research to join in the fascinating discussion that is taking place on the relationship between emotions and rational behavior.

I wish to thank Benjamin Adams, who made his excellent editorial suggestions in both a rational and a sensitive manner, and my friend Ziv Hellman, who did most of the translation of this book from its original Hebrew publication in a way that no one else could do better. I owe a special debt to my research partners, my teachers, my colleagues, and my students at the Center for the Study of Rationality at the Hebrew University of Jerusalem; the intellectual interactions that I have been privileged to have with them, along with my research work, constituted the raw material for this book. Those interactions, despite being intellectual and rational, are forever also emotional for me.

INTRODUCTION

What Is Rationality?

WE BEGIN WITH SOME DEFINITIONS.

The word rationality is used in two different ways in nearly every spoken language. The first use relates to claims and explanations. We ascribe rationality to a given claim if it is based on a consistent internal logic and realistic assumptions.

The other common use of the word relates to decision making; this is much more complicated. To this day, economists and philosophers have not managed to agree on one direct and accepted definition. Nearly every suggested definition is either too strict (making it difficult to think of a decision that passes that definition’s test of rationality) or too broad (making nearly every possible decision a rational one).

Consider a couple of examples:

             DEFINITION 1: An action undertaken by an individual is rational if, given all that the individual knows, there does not exist another action that will give him or her greater material benefit (or payoff).

This appears at first glance to be a “generous” definition. Note that according to this definition the rationality of a given action is relative to the subjective knowledge that an individual has. If you purchase shares in a given company on Monday and the value of those shares falls by 50 percent on Tuesday after blaring headlines break the news that the company’s CEO has been arrested and charged with financial fraud, it is still possible that you acted fully rationally according to this definition—when you made the decision to invest, you were not aware of this news item. Even if you were aware that the CEO was about to be arrested, your action would still be rational if you believed that the share price would rise anyway. As long as you believe at any given moment in time that the share price will rise, purchasing the shares is by definition a rational action at that moment.

Similarly, if you buy a rug at a Turkish bazaar at a price that is marked up by a vendor who expects his customers to bargain with him, it may be a rational choice, provided you believe that your bargaining skills are very bad and you might have lost the rug by arguing. In fact, this is a very strict definition. It restricts attention to the material benefit you derive from undertaking an action. According to this definition it is irrational, for example, to avoid buying shares in an expanding tobacco company because you oppose smoking. Even though this action (refraining from buying the shares) is reasonable and even admirable, it is irrational according to Definition 1 because there is another action (of which you are aware) that will increase your material benefit. The definition leaves no room for value judgments.

So, here’s a broader definition:

             DEFINITION 2: An action undertaken by an individual is rational if, given all that the individual knows, there does not exist another action that will give him or her a greater amount of utility (or welfare).

Under Definition 2, an individual’s decision is assessed not on the basis of the material payoff received but on the basis of “utility” or “welfare,” two somewhat opaque concepts that enable this definition of rationality to relate to compensation that may be of psychological rather than material benefit. Definition 2 enables us to interpret a refusal to invest in tobacco company shares as a rational action, because the pangs of conscience that you feel may cause you to lose more, in terms of your personal welfare, than you would gain from an increase in the share price. In that case you would be better off not buying the shares.

Definition 2 is more inclusive than Definition 1. It enables altruistic actions to be considered rational because the material loss that can accompany an altruistic action may be compensated for by an uplifting mental sense of satisfaction. The problem is that the definition is too inclusive. Formally, any action may be considered rational according to Definition 2 because of the subjective nature of psychological benefits. If a man believes he will benefit psychologically from dousing himself with motor oil, then by this definition he is acting rationally if he does so. We need a definition that can describe this kind of activity as irrational. Allow me to propose a third idea, which I call the “evolutionary definition.”

             DEFINITION 3: An action undertaken by an individual is rational if, given the prevailing conditions at the time the action is chosen, there does not exist another action that will give the individual a greater evolutionary advantage.

Definition 3 does judge whether an action is rational by taking into account a person’s mental or material benefit from undertaking the action. A rational action must give the individual concrete (although not necessarily direct) benefit by increasing his or her evolutionary survivability. Altruistic giving, for example, may be considered rational according to Definition 3 but not for the same reason that it would be rational according to Definition 2. Definition 2 rates an altruistic action rational because of the satisfaction (the “mental compensation”) gained by the giver. Definition 3 rates such an action rational because it grants the giver an evolutionary advantage. In societies built on relations of reciprocity, an individual who assists someone else will on another occasion be assisted by others, but a selfish individual will become an outcast whose chances of survival will therefore be reduced.

The evolutionary definition depends on the environment, but in many cases it provides us with better and more accurate insight into human behavior than Definition 2. Note that suicide, which may problematically be considered rational under Definition 2, is not rational according to the evolutionary definition because suicide cannot grant an individual evolutionary advantages.

A definition of emotion will not be presented here, simply because I have yet to find a satisfactory definition from among several dozen that I have seen in all the time that I have been studying this subject. Many definitions use the expression “psychological phenomenon” but this is ultimately circular, because there is no way to define psychology without using the term emotion.

It is not surprising that we encounter difficulty in trying to define emotion. Try to imagine being asked to explain to an extraterrestrial alien the difference between a pain felt in the small toe of your left foot and the deep sorrow you feel when your closest friend dies. Or the difference between the pleasure in eating melted Belgian chocolate and what you feel when swept away in love with your spouse. We can talk about differences in the temporal duration of responses and places in the body where signals can be detected. Neurobiologists can pinpoint where different electrical stimulations are located in the brain under different emotional conditions. But these distinctions are discernible under both physical sensations and emotional feelings.

In fact, the connection between emotional and physical sensations is even stronger than we might initially think. Most of us are familiar with situations in which worry or anxiety can bring about an upset stomach or even diarrhea; on the other hand, digestive difficulties can be the source of nightmares. Yet the linkages between gut and brain don’t stop there. The stomach is the only place in the body apart from the brain where extensive neurotransmitter activity takes place, especially serotonin activity (serotonin imbalance is implicated in a wide range of psychological problems, including depression). The digestive system uses serotonin for processing nutrients and passing them on to the intestines. The digestive system is the only bodily system that operates autonomously without requiring brain activity. In an incredible experiment conducted by brain scientist Michael Gershon at Columbia University in New York, part of a pig’s intestines were separated from the animal’s body. Food inserted in one end of the intestine passed through automatically to the other end. When a small amount of the antidepressant medication Prozac was introduced into the intestine, the digestive processing speed doubled.

Despite the surprising connections and similarities between our emotional and digestive systems, poets generally find inspiration in feelings of love or sorrow, not in digestive sensations. The reason is that the subjective experience we have in emotional situations is of its essence very different from pure bodily sensations. But even experientially we cannot find a sharp boundary line separating emotions from nonemotional bodily sensations, nor can we verbally describe the difference in a significant way. This is another reason that defining emotions is difficult.

Despite the fact that I have not found a satisfactory concise definition of emotion, there is a clear boundary between emotional behavior and rational behavior for the sake of material gain (as described in Definition 1). Behavior based on emotions is mainly understood to be automatic, while rational behavior is thought of as requiring a long and complex cognitive process that is generally slow in time. We will show, however, that these two processes often work in tandem.

There are two additional significant differences between emotions and cognitive thinking on one hand and nonemotional physiological sensations on the other hand. One of them is the fact that emotions are etched more deeply in our memories than are thoughts or even physical sensations. Many times, when we are trying to recall a film that we have seen, we discover that we have entirely forgotten the plot and even the subject of the film, but we do have a clear recollection of whether we liked the film or alternatively found it to be boring or disturbing. We can more easily retrieve a past memory of an insult or a frightening experience than of a physical pain, even if the pain was particularly intense. Memories of physical pain are often accompanied by or evoked by the emotional responses we had at the time the pain was experienced, such as anxiety or depression.

Finally, while cognitive/analytical thinking can be almost entirely controlled (in the sense that we can decide when to start or stop undertaking such thinking) and physical sensation (such as pain, for example) is almost entirely beyond our conscious control, emotions are somewhere in between. We can control our emotions to some extent and under some conditions, but not entirely. We can also evoke emotions in completely virtual situations, by external virtual stimulation (films, plays, and books), or through recollections of the past. It is no coincidence that the major film genres are categorized by emotional criteria (suspense, drama, comedy, etc.). Films offer us emotions to a much greater extent than they offer us insights.

In the following chapters we will explore the question of whether the immediacy, intensity, and flexibility of our emotional mechanisms threaten to overwhelm our rational decision-making systems, as is widely assumed, or whether instead these two mechanisms complement and assist each other.
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