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Abstract

This paper discusses the actual relevance and historical origins or ‘competition
universalism’. In economics, competition is conceptualized as a nearly ubiquitous
element of societies, or, at least, used to study a wide array of social and political
relations, including competition between firms for market shares, between
individuals for prestige, countries for resources, athletes for victory, or politicians
for influence. This trend towards ‘competition universalism’ was facilitated by the
increasing dominance of an economic approach that places less weight on
descriptive accuracy and a consideration so socio-historical specificities, but
instead focuses on the development of general and tractable mathematical models.
Thereby, the paper links the trend to competition universalism to developments in
the epistemological orientation in economics. It first explicates the historical
genesis of competition universalism, then discusses the extent it has reached today,
and concludes with critical remarks and the proposition of an alternative, more
particularist approach to study competition.
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1. Introduction

Competition has always been a central topic in economics political economy. The dictum
of John Stuart Mill (1909 [1848]), according to whom “only through the principle of
competition has political economy any pretension to the character of a science” (p. 191)
continues to be relevant until today. But not only has competition preserved its analytical
relevance, the scope of phenomena analyzed via reference to the concept of competition
has significantly widened since Mill wrote his Principles of Political Economy. In fact,
many economists consider competition to be a nearly ubiquitous element of today’s
economies, or, at least, use competition to study a wide array of social and political
relations, such as competition among firms for market shares, between individuals for
prestige, countries for resources, or politicians for democratic influence. Today,
competition and competition policies, as well as the ubiquitous political debates about the
importance of competitiveness for individuals, firms and nation states alike continue to
be important topics in the political economy literature, e.g. in the context of the debate
about protectionist measures and economic nationalism (Siles-Briigge, 2011; Helleiner,
2020), the market dominance of big-tech multinational corporations (Rahman and
Thelen, 2019; Atal, 2020) as well as the geopolitical rise of China (Bishop and Xiaotong,
2020). This nearly ubiquitous application of the concept of competition may be termed
‘competition universalism’! and is the central topic of this paper. More precisely, the
paper is meant to explicate the historical genesis of competition universalism, to describe
the extent that it has reached today, and to discuss the methodological status of such a
universalist approach.

The guiding hypothesis is that the trend towards competition universalism is not by
accident but has been facilitated by the growing dominance of an economic approach that
places less weight on descriptive accuracy and a consideration of socio-historical
specificities, but rather prioritizes the development of generally applicable and
analytically tractable mathematical models. The trend towards competition universalism
can, thereby, be aligned with changes in the dominant epistemological orientation in
economics, yet it has neither been linear nor universal. Rather, it can be characterized as
an ‘wave-like’ dynamics:? In the 19™ century, when J.S. Mill first stressed the relevance
of competition for economic analysis, economics as such was part of the broader
discipline of political economy and scholars used to distinguish and investigate
competition in different social spheres, such as the ‘economic’ or the ‘political” sphere.
Here, the methods of investigation where quite distinct and kept separate by the authors.

! The term was inspired by Hodgson’s (2019) treatment of ‘market universalism’.

2 While rivalry among nation states was also a core issue for mercantilist thinkers, the historical sketch of
the genesis of competition in economic thought in section 3 begins with Adam Smith and his concept
of a System of Natural Liberty, who first translates the everyday-language use of competition explicitly
into economic theory formation (Bradley 2010; Dennis 1975).



Later, through the “mathematization of economics” after the second World War
(Debreu, 1991b), economists focused more and more on what Walras (2003 [1874]) had
termed ‘pure economics’, i.e. an abstract and theoretical investigation of competition,
which prioritized general applicability and analytical rigor over descriptive accuracy and
socio-historical specificities. The realm of applicability was then widened again through
a new generation of economists such as Gary Becker, George Stigler or James Buchanan
from the late 1960s to the 1980s: during the time of economic imperialism, the topics
studied with the economic method were broadened, however, without regaining the
conceptual and methodological diversity as well as the socio-historical contextualization
of the economic classics in the 18" century. The result is a rather narrow methodological
toolkit that is applied to a wide range of phenomena. Competition as a concept is a central
element of this methodological toolkit.

This development has not been followed by all economists, however: some
paradigms kept the conceptual and methodological diversity of the classical economists
with regard to the topic of ‘competition’ and stressed the role of distinct institutional
arrangements for economic action.® This practice shows similarities to related social
sciences and humanities, which also did not experience a mathematization of their theory
as it has happened in most of economics. Correspondingly, the phenomenon of
competition universalism is important, but not universal in economics today.

The rest of the paper elaborates on this historical sketch of the concept and locates it
within an analytical framework. This framework also allows for a critical discussion
about the methodological attractiveness of such a universalist approach, and what it
means practically for interdisciplinary collaboration today. To this end, the paper
proceeds as follows: Section 2 contains a historical analysis of how competition has been
conceptualized within mainstream economic thought, and which explicates the wave-like
dynamics sketched in the introduction in more detail. Against the backdrop of this
historical sketch, section 3 delineates the elements a definition of competition that allows
the distinction of ‘economic’ competition from other types of competition. It, thereby,
serves as an alternative to a universalist approach to competition and helps highlighting
the potential methodological problems of the universalist approach. Finally, section 4
comprises a discussion about the relevance and implications of competition universalism
today and concludes the paper.

2 Competition in mainstream economic theorizing

This section describes the role and the conceptualization of competition in economic
theory formation over time. By scrutinizing the contributions of core proponents of

3 For the sake of clarity these alternative paradigms in economics will be referred to as ‘heterodox’, while
the rest of economics as ‘mainstream’. The adequateness of the respective approaches is discussed in
section 4. Until then, these terms are not meant in a strictly positive or negative sense.



mainstream economic thought throughout roughly the last 200 years, as well as their
epistemological and ontological approach to competition, one can identify what we call
a “wave dynamic” of the scope of competition in economics: periods, in which
competition was solely applied for the analysis of an “economic sphere”, and periods of
expansion where the concept of economic competition was also applied to phenomena in
a “social sphere”.* In the second half of the 20" century this classical economic view of
different, balanced spheres of human conduct blurred, culminating in universalist
concepts of competition. As will be shown below in section 4, this universalist approach
also survived, although slightly altered, the so called ‘empirical’ or ‘applied turn’
(Backhouse and Cherrier, 2017).

2.1 Classic: Smith, Mill, Walras

Economic theorizing on competition since the period of Classical Political Economy is
closely related to the conceptualization of markets (Backhouse, 1990; Blaug, 2001;
Hodgson, 2019). Adam Smith was among the first who, against the historical background
of the early industrial revolution, supply shortages and the rise of the bourgeoisie,
introduced the concept of competition from everyday language into economic theorizing
(Dennis, 1975). In Smith’s analysis of wealth production markets, by offering economic
actors a place and possibility to interact and barter their products, are understood as the
natural form of organizing economic affairs. While this allows for an intensified division
of labor and, thereby, enables producers to maximize their outputs, it also confronts them
with an increased number of other producers at the marketplace. The resulting rivalry or
competition among producers forces them to offer their products according to the “market
price” — understood as the price, which can be quoted at the physical market.
Consequently, in order to make profits, producers will have to further increase production
—not least through new modes of production, such as division and new organization of
labor, which in turn are expected to increase overall wealth. Wealth accumulation
according to Smith is, thereby, based on two fundamental principles: First, the market
principle leading to a price level evolving around the natural price and, second,
competition as the characteristic feature of his normatively preferred System of Natural
Liberty (Bradley, 2010; Kurz, 2016). Hence, while Smith normatively prefers a “free”
market system, he is stressing the condition of competition in order to prevent economic
affairs from the “wretched spirit of monopoly” (Smith, 1976 [1776], p. 461). However,
in contrast to the later neoclassical concept of perfect competition, for Smith “free

4 The separation of an “economic” and a “social” sphere ultimately goes back to John St. Mill’s distinction
between the laws of production and the laws of distribution. According to Vallier (2010, p. 107) this
separation “was intended to illuminate the fact that while increasing or decreasing production is mainly
a scientific enterprise, distribution is primarily a social phenomenon not strictly governed by economic
laws.” In this paper, however, the “economic sphere” will be considered as the place, where social
interactions are primarily concerned with the material provisioning process, whereas interactions in the
“social sphere” are not. For a detailed discussion of the role of markets in the separation of the two
spheres see section 3.



competition” as part of the System of Natural Liberty rests upon entrepreneurial behavior
and an active competitive process, which is necessarily to be embedded into a broader
institutional framework (Backhouse, 1990; Blaug, 2001; Bradley, 2010): a functioning
market requires a System of Natural Liberty, and only a sufficiently high level of
competition among producers prevents monopoly rents and forces prices down to their
“natural level”. Or, in the words of Smith: “the price of monopoly is upon every occasion
the highest which can be got. The natural price, or the price of free competition, on the
contrary, is the lowest” (Smith, 1976 [1776], p. 78).

Thus, Smith provides a rather harmonious view of economic development in a System
of Natural Liberty such that competition among producers also leads to raising wage
levels and finally also to a reduction of poverty (Aspromourgos, 2009; Medema, 2009).
At the same time, Smith was well aware that competition activates not only centripetal
forces, such as the convergence of the price level to the natural price (the classical “law
of one price”), but also centrifugal forces (Kurz, 2016), which was later taken up by Marx
in his analysis of the “falling rate of profit” and later prominently by Schumpeter’s
concept of “creative destruction”.

Though given the historical context of the commence of the industrial revolution
Smith’s predictions of a harmonious interaction of economic actors might have been
rather naive, Smith obviously provides a comprehensive approach to economic analysis,
where economic affairs are implicitly embedded in social and political contexts. Hence,
rather than as quite often being labelled the father of economic analysis in economics
textbooks, Smith’s main academic endeavor was that political economy should help to
develop a social beneficiary economic system (Kurz, 2016). Thus, he interprets economic
wealth creation as important part of the overall goal of “social surplus” (Aspromourgos,
2010) — very similar to modern definitions of economic heterodoxy as the “science of the
social provisioning process” (Jo et al., 2012).
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Figure 1: Adam Smith's conception of a System of Natural Liberty. In all figures, the box on the left-hand
side indicates the author’s conceptualization of a social and an economic sphere. On the right-hand-side,
capital letters denote economic agents, whose interactions are governed by a set of social and economic
institutions (brown/green box). The frame indicates the area where a distinct form of competition takes
place.

In this vein, in Smith there is no theoretical differentiation between an economic and
a social sphere. In contrast to later classical economists, Smith did not elaborate on a strict
separation of an economic and a social sphere: the economic sphere, understood by him
as the sphere characterized by institutions governing the exchange and provision of
goods, was considered as a subset of the social sphere, the latter being characterized by
institutions governing the interaction of individuals and the definition of values and
morals more generally (see also section 4). Here, not only are economic institutions a
subset of social institutions, non-economic and economic institutions are closely
interlinked. Thus, economic actions are — and should be — accommodated within an
overreaching morality on the individual and the societal level alike (Figure 1). The
selfishness of human beings, when entering the market place and deciding about
production and consumption should be mandated by moral consideration, not least
reflected in his two seminal books The Theory of Moral Sentiments from 1759 and An
Inquiry into the Nature and Causes of the Wealth of Nations from 1776. Thus while
competition enhances economic progress and is directly related to human interactions in
the economic sphere (Figure 1), it also serves as a kind of safeguard for amoral behavior,
because it again limits the power of landlords and the gentry, who Smith accuses of
economic immorality and of spreading the “wretched spirit of monopoly” and thus purely
selfish behavior.



John St. Mill, quite similar to Adam Smith, is critical of landlords and the gentry and
also sees increasing competition as one possible solution to their accumulation of profits
and rents. Although Mill is very sympathetic to socialist ideas of a more equal distribution
of wealth and income (Medema, 2009; Vallier, 2010), as, for instance, claimed by Saint
Simon’s early meritocratic argument, he also highlights the virtues of private property
and the preservation of individual freedom (notably in Mill, 2001 [1844]).

This way, Mill stresses the benefits of competition as a governing principle of
contracts in 19" century societies. However, this central role of competition is closely
connected to institutional arrangements such as laws or an effective government
(Medema, 2009). Hence, Mill points to the need for an institutional setting with
comprehensible rules that secure a just competition among different producers. In the
absence of such arrangements, the power of the stronger actors is only constrained by
customs, i.e. shared moral standards and social norms.

Mill’s conceptualization of competition, however, is ambiguous with regard to its
normative connotation. On the one hand, Mill praised competition from a classical liberal
perspective for potentially increasing individual liberty as well as for its positive impact
on productivity, especially against the background of socially destructive supply
shortages (Riley, 1998). On the other hand, Mill also pointed to negative consequences
of increased competition in the economic sphere of distribution, especially when it comes
to justice and, thereby, to social cohesion (Dennis, 1975; Medema, 2009). Thus, in
contrast to Smith’s rather harmonious view of competition as an ethical imperative
sanctioning immoral economic behavior, Mill, influenced by French Utopian Socialists,
also sees the potential harmful consequences of intensified market competition for the
poor, as outlined by his younger contemporaries Marx (e.g. 1959[1844]) and Engels (e.g.
1969[1891]) (see also: Wendling, 2009; Kurz, 2020)

Mill provides a social liberal critique against 19" century capitalism, yet in his
economic writings he claimed to be able to separate descriptive analyses of economic
phenomena from policy prescriptions.’ His analysis of the process of production is geared
towards the identification of “natural laws” of economic activity. and his use of the
concept of competition must be seen as an attempt to arrive at a more accurate positivist
analysis of the process of price formation. In contrast, economic analysis in the sphere of
distribution is based on ethical considerations about justice and thus is essentially
normative.

> This is his well-known separation of a sphere of production and a sphere of distribution through which he
introduced the distinction between positivist and descriptive on the one, and normative economics on
the other hand Vallier (2010).
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Figure 2: John St. Mill's separation of a sphere of production and a sphere of distribution

Against this background the distinction and separation, as well as the interconnectedness
of positive and normative economics — and, thereby, of descriptive and prescriptive
conceptions of competition as prime mode of economic organization — is intricate: on the
one hand, for Mill the separation is central since it is a prerequisite for the status of
economics as proper science: it is particularly the analysis of the productive sphere that
has the potential to produce ‘hard’ scientific insights.® On the other hand, in his analysis
of the economic sphere of distribution, Mill elaborates at length on negative consequences
of increased competition for justice and thus for social cohesion (Dennis, 1975; Medema,
2009). Thus, notwithstanding the primacy of the productive sphere in terms of pure
‘scientificity’, both spheres must be considered to reach a comprehensive understanding
and assessment of the phenomenon of ‘competition’. Nevertheless, Mill’s separation of
an “economic” and a “social” realm breaks with Smith’s comprehensive account of
political economy as “moral sciences”. With regard to his conceptualization of
competition, Mill limits the applicability of a formal concept of competition to the

6 Several research programs following a more comprehensive understanding of economics and stressing
the social and institutional embeddedness of economic action, such as “original institutionalism” or
“economic sociology”, have been marginalized to the boundaries of mainstream economic thought. This
way, the process of formalization and mathematization of economics paved the way to the (self-)image
of economics as more accurate than other social sciences (e.g. Colander (2005); Fourcade et al. (2015))

8



economic sphere ( Figure 2). This way, competition for Mill essentially is an economic
concept, which does not affect human behavior in the social sphere.

While Mill’s distinction of an economic and a social sphere of human activity is
widely discussed, the contributions of Leon Walras on this subject has received less
attention. His seminal contribution “Elements of a Pure Economics”, however, not only
represents a foundational work of neoclassical economics, it also contains a quite
comprehensive conceptualization of political economy. More precisely, he distinguished
the ‘kinds’ of economics: first, economics as pure science (Walras, 2003 [1874]), second,
applied economics as a more practical approach to what is useful and, third, social
economics, which is concerned with justice and ethics. Thus, the overall aim of Walras
was not (only) the foundation of economics as a “physico-mathematical science” (Walras,
2003 [1874]) as laid down in his Elements, but rather an attempt to bridge the valuable
insights of liberal and socialist economic ideas (Jaffé, 1965; Koppl, 1995)". Far from
following a universalist account on competition, Walras was well aware of the far-
reaching implications of the abstract assumption of “perfect competition” and its
methodological individualistic approach, which he followed mainly for pragmatic and
analytical reasons since it allowed for a rather concise mathematical treatment. At the
same time, he clearly restricted the applicability of the resulting General Equilibrium
Theory (GET) to  particular subsets of the economic sphere (

7 However, Jaffe as well as Koppl argue that normative considerations are not only present in Walras’
studies of ethics but at the very base of his studies of “pure economics” as science and, thus, highlight
a “normative bias” or even a “Walras Paradox”.
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Figure 3: Leon Walras' comprehensive view.

Thus, Walras’ himself still aimed at a comprehensive account of political economy,
which necessarily comprises a pure, applied and social type of analysis. It was, however,
mainly his concept of pure economics and his formulation of the GET as a result of
“perfect competition” that became influential and paved the way to further formalization
and mathematization of neoclassical economics. The neglect of his applied and social
economics, however, led to a much narrower focus of economic theorizing, dedicated to
study the formal implications of perfect competition in the economic sphere, and a
fundamental shift in the unit of economic analysis from groups and classes to individual
economic actors.

2.2 The advent of pure economics

After the second World War, economics as a discipline underwent a change in terms of
content and scope, as well as its academic structures. With regard to content, large parts
of economics witnessed a “mathematization” (Debreu, 1991a). Gerard Debreu is among
the most representative figures for this transformation.® He was a mathematician trained

8 But neither was he among the first who advocated such mathematization, nor was there complete
agreement on what such a mathematization should entail. Such details are beyond the scope of the
present analysis, but are discussed in depth in, e.g., Weintraub (2002).
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in the Bourbakist tradition — an approach to mathematics that stressed analytical rigor, a
fully deductive form of research, and a strict separation of syntactic structure and
semantic meaning — and became an economist (or, ‘applied mathematician’, according to
his own terminology) only later. He brought with him his research style of a very
particular kind of mathematics, in which abstraction and careful derivation of theorems
take precedence over intuition and applicability. For Debreu this meant that in the work
of any economist, there was a complete “divorce between mathematical form and
economic content” (Debreu, 1986).

The rise of this kind of mathematics that Debreu brought into economics must be
understood against the crisis of mathematics during the beginning of the 20" century.
This crisis was closely related to the proof of Godel that absolute mathematical truth is
impossible to attain, but that the truth of any statement is necessarily relative to the axioms
that make up the logical structure within which this statement was made (for more details
see, e.g., Weintraub, 2002). In the following, mathematicians have tended to derive ‘truth’
from logical consistency with certain axioms, rather than any congruence with empirical
observations. With this came a distinctive view on what science in general should
achieve:

“in the first decades of the twentieth century a rigorous argument
was reconceptualized as a logically consistent argument instead of
as an argument that connected the problematic phenomenon to a
physical phenomenon by use of empirical data: propositions were
henceforth to be ‘true’ within the system considered (because they
were consistent with the assumptions) and not ‘true’ because they
could be grounded in ‘real phenomena’” (Weintraub, 2002, p. 51).

Debreu was heavily influenced by this kind of mathematical reasoning, and he
brought it into the economics of the Post-War period. Here, the influence of Debreu via
his own work in the Cowles commission was considerable, and the precedence of
analytical rigor over empirical adequacy became widely dominant in economics. The
resulting work has been, therefore, quite similar to what Walras has termed ‘pure
economics’ at the end of the previous century. The implication was a narrowing of
economics both in terms of topics, but also in terms of method and research style, which

was now almost exclusively focused on formal models (Figure 4): “every analysis is a
model.” (Arrow, 2005, p. 16).

12



PERFECT COMPETITION

Economic sphere

Figure 4: General Equilibrium Theory in the spirit of Debreu as later applied to the economic sphere by
applied general equilibrium scholars.

The vision of Debreu and his colleagues was to ground economic inquiry on one point
of intellectual departure — the theory of general equilibrium, which was at its core a
general theory of competition. The best illustration for this approach is Debreu’s main
work The Theory of Value (Debreu, 1959). It represents the epistemological ideal of
economics as applied mathematics: the derivation of new theorems from a general
baseline ‘structure’, in this case the static general equilibrium model with perfect
competition. Also, the theory was not developed to be immediately applicable to real
economies, but first of all a scientific tool, which prioritizes internal consistency over
everything else. And even when economics became more applied after the 1960s, the
movement towards more applied work was materialized within the theoretical framework
of general equilibrium theory, or, more precisely, applied or computable general
equilibrium theory. This work goes back to the contributions of Herbert Scarf, who
developed the first algorithm to compute general equilibria from data (Scarf, 1973). This
paved the way to new applications of the newly developed ‘economic method’, yet at its
core “the essential perspective on the world of CGE models is indeed a world of perfect
competition” (Arrow, 2005, p. 15).

And despite the fact that the Bourbakist rigor of Debreu did not survive until the
1990s, and that there were considerable changes in the style of mathematics used within
the profession (especially during the rational expectations revolution in
macroeconomics), the epistemological focus on a particular (model-based) method that
strived for internal consistency and generality and that guided subsequent applied analysis
remained intact, at least in the mainstream of economics.

However influential this trend towards an analytical or formalist economics was,
however, it was neither universal nor undisputed: there are numerous examples for
economic paradigms that rejected the formalist and exclusively model-based analysis a
la Debreu, but stressed the precedence of empirical and descriptive adequacy over
theoretical consistency, as well as the need for non-formalized analysis. This is most
evident for the evolutionary-institutional school in the spirit of Veblen, which was
dominant in the period after the second World War in the US and continued to be
influential via scholars such as Wesley Mitchell or Gunnar Myrdal, who strongly opposed

13



the formalist trend in economics. As will be argued below, the different epistemological
basis of these paradigms — which stresses descriptive adequacy over generality and
consistency — coincides with much more reservations against a universal treatment of
competition, than the generalist program of the economic mainstream in the spirit of
Debreu. But these ‘heterodox’ paradigms were marginalized after the 1950s, and their
academic influence was small as compared the dominant and ‘mathematized’ mainstream
(e.g. Lee, 2009).

2.3 The era of economic imperialism and the concept of competition

universalism

While the ultimate roots of “competition universalism” may be traced back to Lionel
Robbins’ famous definition of economics as “the science which studies human behaviour
as a relationship between ends and scarce means which have alternative uses” (Robbins,
1932, p. 16), it was not before the pioneering work of rational choice economics from the
1970s onwards that a historically almost unique expansion of the subject area of economic
— consequently dubbed as “economic imperialism” (Fine, 2002; Miki, 2009; Davis, 2016)
— took place.

On the one hand, this development was achieved by radicalizing an understanding of
science that focuses on ‘the’ economic-scientific method or perspective and not on a
specific subject area: “I believe that what most distinguishes economics as a discipline
from other disciplines in the social sciences is not its subject matter but its approach”
(Becker, 1976, p. 5). On the other hand, in the course of the rational choice revolution
this kind of economic thinking also found more and more followers in other social science
disciplines (Satz and Ferejohn, 1994; Voss and Abraham, 2000). Thus, fundamental
axiomatic assumptions of economics, such as those of perfect rationality of economic
actors and the belief in utility maximizing under idealized competitive markets, were
carried over from the realm of genuine economics into a wide variety of areas. In
particular, Gary Becker, George Stigler, James Buchanan and other economists from the
Chicago School of Economics were successful in extending their universalist account on
competition to social phenomena such as marriage (Becker, 1973), the death penalty
(Becker, 1968), the desire for children (Becker, 1981), democracy (Buchanan and
Tullock, 1962; Stigler, 1972) or education (Mincer, 1958). This self-understanding led
not least to a feeling of superiority on the part of many economists, which is expressed
both implicitly in the far-reaching ignorance of empirical, methodological and
epistemological findings of other social sciences (Fourcade et al., 2015), as well as in
explicit self-assessments of individual economists:

“By almost any market test, economics is the premier social science [...].
The ascension of economics results from the fact that our discipline has

14



a rigorous language that allows complicated concepts to be written in
relatively simple, abstract terms™® Edward P. Lazear (2000, p. 99).

It was precisely the mathematical clarity centered around the basic concept of perfect
competition in connection with a supposedly broad explanatory power of the assumed
economic utility motive and the competitive nature of every kind of “market interactions”
that was used as a justification for economic imperialism in other social sciences. This
way, in this universalist account there is no epistemological distinction between social
and economic phenomena (Figure 5). In Becker’s Nobel Lecture entitled “The economic
way of looking at life” he demonstrates the application of the rational choice model of
human behavior on a great variety of social issues and concludes that this model
“provides the most promising basis presently available for a unified approach to the
analysis of the social world by scholars form the social sciences” (Becker, 1992, p. 52).

UNIVERSALIST COMPETITION

Economic sphere

al sphere

Soci

Figure 5: Gary Becker's conceptualization of competition universalism in rational choice economics.

According to such a universalist conception of competition every human action can
be interpreted as the consequence of a competitive pressure on individuals exposed on

% 1t is therefore not surprising that at the beginning of the 2000s 77% of the economics students at elite
American universities surveyed agreed with the statement “Economics is the most scientific of the social
sciences”, 50% of them strongly (Colander (2005, p. 184).
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different “markets”.!® This way, it implicitly rejects any other forms of social and
economic organisation based on social norms of shared moral values. education, for
instance, is solely interpreted as investment in one’s human capital to be offered at the
labor market and the choice of the love partner is operationalized as the solution to an
intertemporal utility maximization problem where the love of your life corresponds to the
person associated with the highest discounted utility value — mediated via the marriage
market. This form of competition universalism, however, has not only led to troublesome
developments in mainstream economic theorizing, it also bears some severe political and
social implications.

In the second half of the 20th century, parallel to the expansion of competition
universalism in economics, an increase in the social and political significance of the
economic can be observed. This phenomenon, termed “economization” of the social or
political sphere (Morgan, 2003; Caliskan and Callon, 2009) can be described as a social
and at the same time political process that is designed and carried out on the basis of
economic categories. This way, core economic concepts such as competition and the
reference to the market logic serve as guiding principles for regulations and policy-
making in various policy fields (see e.g. Fourcade, 2009; Jessop, 2015; Piihringer and
Griesser, 2020). This trend on the one hand is a consequence of the internationalization
and institutionalization (Fourcade, 2009) as well as the development and increased
political importance of economic indicators after the second World War such as for
instance National Income Accounting (Tily, 2009; Linsi and Miigge, 2019) or economic
growth (Schmelzer, 2016; Barry, 2020). This increasing societal and political impact of
economic concepts, such as competition, is based on the performativity of a distinct style
of economic reasoning, narratives, and “economic imaginaries” as argued in the social
studies of economics (e.g. Callon, 2006; MacKenzie, 2008; Sum and Jessop, 2013).
Furthermore the political success story of this economic style of thought was closely
related to the rise of the neoliberal movement. Becker, Buchanan and Stigler as presidents
of the Mont Pelerin Society are some of its main proponents”. Finally, as will be argued
in section 4, the universalist approach to competition also survived, although slightly
altered, the so called ‘empirical’ or ‘applied turn’ that economics has witnessed during
the end of the 20" century (Backhouse and Cherrier, 2017).

3  The problem of a ‘competition universalism’ and the need for institutional
specificity
The previous section has described the historical trend towards a universalist conception

of ‘competition’ in mainstream economic thought from classical political economy to
contemporary neoclassical economics before its so called ‘empirical turn’. The

10 Moreover, different kinds of markets, such as competitive markets, monopolistic markets or oligopolistic
markets are theoretically distinguished via the degree of competition present.
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perspective of the present section is different: it delineates an analytical framework to
evaluate the epistemological and ontological implications of such a universalist approach,
and to clearly distinguish between ‘economic’ and other types of competition. This
framework then helps to highlight the peculiarities and shortcomings of the universalist
approach by illustrating the heterogeneity of phenomena that are necessarily subsumed
under the single umbrella of ‘competition’. This provides not only the analytical
apparatus for the discussion in section 4 of whether competition universalism is still
relevant today and what role the alleged ‘empirical turn’ actually plays in this regard, but
also points to an alternative to competition universalism, i.e. an approach that takes
seriously the distinction between different spheres of economic classics and is compatible
with modern contributions in the fields of political economy and institutional economics.

3.1 Minimal conditions of a definition of competition

Due to its wide application, a universally accepted definition of competition is not
straightforward to derive, and it is debatable whether a truly general definition would be
practically useful. The present section, therefore, follows the strategy of Hodgson (2019)
in the context of ‘markets’ and delineates some minimal elements of competition, i.e.
elements that should be present such that one can meaningfully denote something as
‘competition’ (see also Altreiter et al. (2020)). This would not only provide for some kind
of summary of more detailed definitions of competition, but also for the elements that
help to distinguish competition from other kinds of social relations (for a summary see
Figure).

Competition

1. Involvement of at least two actors

2. The object of competition is scarce

Social competition

3. Interaction is structured by social institutions

Economic competition

4. The social institutions constitute a market

Figure 6: Minimal conditions for competition, social competition, and economic competition. The latter is
always a subset of the former.
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First, as also argued in Altreiter et al. (2020), competition is a process that involves
at least two actors. If only a single agent is considered, talking about competition
becomes meaningless, since the (direct or indirect) interaction between the parties
involved is a key element in all accounts of competition. In practice, one can usually
concretize the specific kind of competition by explicating the particular actors involved
(such as individuals, firms, nation states, etc.), yet a general definition can safely remain
agnostic on this matter.

Second, competition requires some sort of natural or artificial scarcity that gives rise
to an allocation problem. In other words, the object for which the parties involved
compete for must not be available in an amount that serves the desires of all agents
involved, for in this case a process of competition could not arise: competition requires
the existence of a conflict of interest about the distribution of the good among the
competing parties and, thereby, an allocation problem, to which competition is often
considered a potential solution mechanism. This does not mean that the object of
competition is necessarily a tangible object. If parties are competing for social status, for
instance, the object of competition (‘status’) is intangible (e.g. Witt, 2010; Altreiter et al.,
2020). Moreover, the scarcity of the object can be naturally given — such as in the case of
a lack of resources to feed an entire population — or it can be artificially constructed —e.g.
via the development of social norms such as a ranking system that creates an artificial
scarcity for higher positions on the ranking scheme.

The two elements discussed so far are extremely broad and would, in principle, also
entail competition between species in the biological sphere. Since the topic of the present
paper is, however, firmly rooted in the area of social sciences a fourth element is added
that helps to distinguish social from biological competition: the criterion that competition
requires a set of institutions, which are considered as codifiable systems of social
structures such as norms and rules, that structure the competitive interaction of the parties
involved (see also Greif, 2006; Gribner and Ghorbani, 2019). This distinguishes not only
social competition from biological competition, but also social competition from mere
social conflict, where parties might ‘solve’ the allocation problem via pure force. This
distinction between ‘competition’ and ‘conflict’ has played a central role in many social
theories of competition, most notably in the seminal work of Simmel who stresses that
competition leads opponents to increase their efforts in order to perform better than the
others, which altogether adds value to social life (Simmel, 1995 [1903]). In a similar way,
Simmel’s contemporary Weber (1978 [1922]) understood competition as the “peaceful
attempt to attain control over opportunities and advantages which are also desired by
others” (p. 38). In all these cases, the competitive interaction between the parties involved
is structured by social institutions, which one cannot observe in non-social systems.

The three necessary condition leave us with a very broad notion of competition that

encompasses diverse processes such as athletic competition, competition between
countries on global markets or competition among people for social status. At this point,
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three implications deserve mentioning: first, there is no clear ‘opposite’ of competition.
Rather, the social relations or processes that fall short of one or more of the four minimal
conditions are very broad, and usually there will be more than one alternative to
competition, for instance when a social allocation problem has to be solved. Second, the
equation of whether one can speak of competition or not must be distinguished from the
question about the degree of competition: in all instances where the four minimal
conditions outlined above are satisfied, one can then further distinguish between more or
less intense degrees of competition among the parties involved. This suggests a two-stage
procedure: first, clarify whether there is competition at all, and if yes, determine the
precise degree of competition in this area. Finally, since social competition is a
necessarily very broad category, the purpose of the present paper seems to make it
necessary to delineate a particular kind of social competition — economic competition.

3.2  What constitutes ‘economic competition’?

In the following, economic competition will be understood as a subset of social
competition. At first sight, this might be at odds with the idea of universal competition,
which is precisely characterized by the absence of such delineation of social and
economic competition. For the present purpose, this delineation is important, however,
for two reasons: first, it allows to contrast the approach of universal competition with
alternative, more particularistic approaches discussed below. Second, the distinction
actually helps to define more precisely what universal competition is about: it advances
the proposition that no special tools or theories are needed to study social and/or economic
competition. This way the distinction between the latter actually helps to clarify rather
than shallow the constitutive aspects of universal competition.

The distinctive feature of economic (as a subset of social) competition resides in the
related institutions, i.e. the set of norms and rules that structure the competition between
the parties involved: what distinguishes competition between firms for market shares —
which one would clearly classify as economic competition — from the competition
between two track and field athletes — which is social, but not economic competition —
are the different institutions that structure their interaction. In the economic case, the
competitive interaction take place via a market.

The reference to markets makes the delineation of economic competition dependent
on an adequate definition of markets. Unfortunately, just as competition, the concept of a
market has become nearly universal, blurring what markets actually are and aggravating
the task to distinguish them from non-market interactions. Hodgson (2019) speaks of
“mythical markets”, i.e. phenomena that are described as markets, but are not markets, at
least if one takes some reasonable minimal requirements for the definition of a market.'!

' Examples for mythical markets that are discussed by Hodgson (2019) are ‘markets for ideas’ or ‘markets
for laws’.
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The minimum requirements he suggests and which we also use in the present case are (a)
the existence of a system of accepted rules that allow traders to enter voluntary
agreements on mutual obligations, (b) the fact that the trading parties can identify and
communicate with each other, (c) that there obligation lead to an agreed upon delivery of
assets in exchange for a payment and (d) that the agreement among the traders involves
allocations of mutually endorsed rights.

This has the important implication that if one followed this line of reasoning, not only
the term ‘market’ was reserved only for institutional arrangements that meet all four of
these minimal criteria, but one would also exclude everything from the definition of
‘economic competition’ that does not take place within the institutional framework of a
market thus defined.!? This comes with a gain in analytical rigor (since the definitions are
more precise), but with a loss of generality (since fewer phenomena are subsumed under
the topic of competition). This trade-off is an important part of the debate about the pros
and cons of a universal approach to competition, which will be the topic of the next
section.

3.3 The problem with, and alternatives to ‘competition universalism’

The fact that Gary Becker received the economic Nobel prize for “for having extended
the domain of microeconomic analysis to a wide range of human behavior and interaction,
including nonmarket behavior” (Les Prix Nobel, 1993) might call into question the
distinction between social and economic competition made at the end of the previous
question. Wouldn’t a unified treatment of all forms of competition be desirable from a
scientific perspective? There are some arguments that suggest caution with regard to such
a conclusion.

First, while a universal approach to competition comes with a gain in terms of
theoretical generality since more phenomena can be subsumed under the same topic of
competition, it also comes with a loss in analytical rigor since the definitions are
necessarily less precise because they need to be applicable for a wider range of
phenomena. Thus, there is a clear trade-off between generality and clarity, and choosing
the option with maximum generality comes with considerable (most likely excessive)
analytical ambiguity.

Second, the mechanisms operating in different areas of competition are clearly
distinct: competition between states works according to different rules than competition
among athletes. A universal approach likely blurs these distinctions. Given the different
set of actors and mechanisms, it is also a priori unlikely that the same theories and models

12 As in the case for social competition, the distinction between competition and non-competition is
different to the distinction between different degrees of competition. In all instances where we can
reasonably speak of ‘economic competition’ thus defined, we can usually distinguish degrees of
economic competition, a fact that is reflected in the different theories about perfect, imperfect, or
monopolistic competition in microeconomic theory.
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can be applied to all these areas. Even within the same social sphere it seems necessary
to distinguish different forms of competition, at least with regard to different ontological
levels: competition among nation states works according to different mechanisms than
competition among firms, although the two might be interrelated. While the mechanisms
on the different ontological levels should be kept apart, special attention should be given
to specific “bridging mechanisms” that link the different areas with each other. Such as
nuanced approach would also be consistent with a systemist approach to social research
(Bunge, 2000; Gréabner and Kapeller, 2015).

Third, since a universal notion of economic competition suggests interpreting nearly
everything as competition, it becomes nearly impossible to study an actual expansion of
the institutions of competition in society. Many social scientists would, however,
diagnose such an expansion (Caliskan and Callon, 2009; Jessop, 2015; Davies, 2017). A
universalist approach would leave one with the potential diagnose that competition
becomes (quantitatively) more intense, but the argument made by scholars such as Gane
(2019), Jessop (2012) or Lavrence and Lozanski (2014) are qualitative: areas that earlier
were not subject to institutions of competition (e.g. the social security system, educational
institutions) are being transformed qualitatively to areas characterized by such
competition. This process seems to be of high relevance, and a universal account to
competition is not helpful in understanding them.

Fourth, a universal notion of competition also blurs the normative debate about where
competition is the right mechanism to solve allocation problems, and where it is not.
Social rules are not naturally given, but they are socially constructed and, thereby,
contingent. Questions such as whether organs should be traded competitively are highly
relevant, and to discuss them thoroughly requires to distinguish a competitive form of
distribution from a non-competitive one; a universalist approach to competition
aggravates this distinction.

Finally, in the course of the 20" century with the expansion of statistical tools and
indicators such as the GDP economic knowledge and economic reasoning in general has
gained political and societal impact (Fourcade, 2009; Schmelzer, 2016; Christensen,
2017). This has not only lead to a wide-spread self-perception of being the leading social
science among economists (Freeman, 1999; Lazear, 2000), but also bears some severe
implications for public discourses on economic issues as well as processes of economic
policy making, as outlined in the literature on the “performativity of economics” (Callon,
2006; MacKenzie, 2008). Yet, a universal concept of competition not only further
strengthens this dominance of an isolated economic perspective, but even prevents to
think about other-than economic personal motives or alternative systems to organize
society.

All these arguments indicate that a naive form of competition universalism can be

scientifically harmful, yet, as has been described in section 2, such an approach remains
to be surprisingly widespread.
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4 Discussion

The previous two sections first delineated the emergence of ‘competition universalism’
in economics, i.e. the idea that theories of competition from economics can be used to
study social interactions more generally, and then introduced an analytical apparatus to
demarcate economic from other types of competition. Against this background, four
aspects of this trend are notable: first, this trend has not been a linear one. Second, it has
not been ubiquitous. Third, it continues to be relevant, despite the alleged ‘empirical turn’
in economics. And, fourth, despite the trend fowards competition universalism, there are
considerable drawbacks of such an universalist approach.

With regard to the nonlinearity of the trend one may observe that the period after the
second world war was first characterized by the emergence of a strict mathematization of
the discipline of economics. This mathematization was of a very special kind and
followed the idea of the Bourbakist school of mathematics, in which strong axiomatic
rigor was of highest importance. Representative for this trend was Gerard Debreu, whose
main work The Theory of Value (Debreu, 1959) shows the epistemological ideal of this
kind of economics as applied mathematics: the derivation of new theorems from a general
baseline ‘structure’, in this case the static general equilibrium model with perfect
competition. This theory was not meant to be immediately applicable to real economies,
but first of all a scientific tool, which prioritizes internal consistency over everything else.
Only later emerged the literature on applied or computable general equilibrium, which,
although more applied, was firmly rooted in the theory of general equilibrium and perfect
competition. This paved the way for scholars such as Gary Becker who then broadened
the scope of applicability of this economic approach to a wide array of social phenomena.
In some sense, economics regained the comprehensive view on competition from the
classical period, only now with a single methodological apparatus that was applied to any
phenomena, regardless of the sphere it belongs to. Thus, the trend towards competition
universalism has been a non-linear one.

Regarding the second point, not all paradigms within economics followed this trend
to a competition universalism, which means this trend is by no means inevitable.
Interestingly, the deviation of this expansionist strategy is closely related to the rejection
of the methodological changes within the economic mainstream. This is most obvious for
the field of evolutionary-institutional economics, which took serious issues with the
precedence of theoretical consistency and generality over empirical adequacy and
relevance. Scholars such as Wesley Mitchel or Gunnar Myrdal rejected the kind of
mathematization of economics on a fundamentally epistemological level: for them the
value of a scientific argument was not solely a question of axiomatic consistency, but also
of consistency with empirical observations. Such a view, in turn, was fundamentally at
odds with the Bourbakist mathematics where Debreu was coming from. In effect,
evolutionary institutionalists did not develop the kind of general theories of competition
as did mainstream economists after the second world war, but they payed close attention
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to the actual socio-historic specificities of different forms of competition. The
institutionalist analysis of competition regularly stressed that economic competition
usually takes place within markets, but that markets are institutions and thereby highly
heterogeneous (Hodgson, 2019). A general theory of market competition was neither
aspired nor considered especially valuable within this paradigm. Not all ‘heterodox’
paradigms took such a strong position, however. Yet, the wave-like trend towards
competition universalism in the mainstream seems to be closely related to the very
specific methodology that emerged after the second World War.

With regard to the second point, some economists might doubt that competition
universalism is still relevant today. The reason is that most mainstream economists
believe that economists recently underwent a “credibility revolution” or an “empirical
turn” (Angrist and Pischke, 2010; Angrist et al., 2017) Therefore, it is argued that the
theoretical vantage point has lost relevance as compared to rigorous empirical analysis.
From this perspective, one might argue that even if there has been a universalist approach
to competition from a theoretical viewpoint, any such universalist approach has lost
relevance since economists now study the effects and implications of competition — or
however you would want to call it — mainly empirically. There are at least two
fundamental problems with this argument, however, which is why ultimately the issue of
competition universalism remains relevant: first, the idea of theory-free research is a
chimera. Especially in the economic context, data is theory-ladden (see the literature on
the theory-laddenness of observation such as Kuhn (1970) to Schumpeter’s (1994 [1943])
account on pre-analytical visions). One cannot measure socio-economic data without a
prior theory of how to conceptualize the variables to be measured, and how the
measurement can be undertaken. Moreover, most statistical models used in practice are
parametric, i.e. the research delineates the parameters to be estimated and the data to be
used from prior theory, which in itself cannot be fundamentally tested.

Second, and more importantly, historical analysis suggests that there has never been
an empirical turn in economics after the second world war — if anything, there has been
an applied turn (Backhouse and Cherrier, 2017; Aistleitner and Piihringer, 2021). This
means that economists have applied their models more and more to actual phenomena.
This reading is consistent with both the idea of competition universalism outlined above,
as well as the literature on economic imperialism: economists have been extending the
variety of topics studied using their own particular economic methodology, and the core
elements of this methodology continue to be utility maximization, equilibrium and
competition. Kenneth Arrow put it nicely when he described the trend towards applied
general equilibrium modelling after the development of the Scarf algorithm in the 1980s:
“the essential perspective on the world of CGE models is indeed a world of perfect
competition” (Arrow, 2005, p. 15). While economists now pay closer attention to
empirical data, the interpretation of this data is done via a particular theoretical
perspective, for which in turn competition universalism is central.

According to the third point mentioned above, such a central role of competition
universalism in the research practice of economics is not necessarily desirable since it

23



comes with a number of potential disadvantages (see also section 2.3): first, such a
universalist approach makes it difficult to account for the institutional specificities that
distinguish competition among firms for market shares from the ‘competition’ of
politicians for public position. This is because of the trade-off between generality and
specificity. Despite obvious advances in the field of New Institutional Economics, market
institutions are poorly represented in economic theory, with only selected institutions,
such as property rights or contract enforcement, receiving (sometimes) explicit treatment.

Second, a universalist approach aggravates the study of competitization, i.e. the
expansion of competition as a tool to solve societal allocation problems. There is,
however, considerable evidence that such expansionary processes are relevant or, at least,
deserve close theoretical attention (e.g. Jessop, 2015).

Third, competition universalism also bears some severe political and societal
implications for modern capitalist societies. Several studies in the field of social studies
of economics and the performativity of economics impressively showed that throughout
the second half of the 20™ century economic reasoning and theories had a formative
impact on political processes but also on the way economic phenomena are perceived by
ordinary people (for a recent overview see: Maesse et al., 2021) . As MacKenzie and
Millo (2003, p. 108) put it “economics does not describe an existing external 'economy’,
but brings that economy into being: economics performs the economy, creating the
phenomena it describes”. This way competition universalism is not only an inadequate
and problematic theoretical account, but also potentially reconfigures human action.

Finally, the necessarily normative debate about the adequacy of competition as a
coordination device is at its core about what parts of society should belong to the
economic sphere and which do not, and where competition is the right way to organize
the allocation of scarce resources and where it does not. Conceptualizing basically all
allocation mechanism as ‘competitive’ on some level, unnecessarily complicated this
fundamentally important debate.

For these reasons, the wave-like dynamics within economic thought sketched above
suggests that a re-consideration of how to best conceptualize competition within
economic analysis is promising. Other disciplines, such as the field of Political Economy
or Economic Sociology, where competition is also a central object of investigation, yet
the theoretical conceptualization is much less universalistic, might offer inspiring
examples of how to do so.
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