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Abstract

An active and interactive interpretation of market and economic
thinking through the concept of cognitive institutions. We contest
conventional wisdom that views markets as either processors of dispersed
information or as market structures. The alternate idea is based on the
idea that the market functions as a "scaffolding institution.” We go
beyond the idea of scaffolding by introducing the idea of the market as
a "socially extended" cognitive institution. This enactive perspective of
economic reasoning views the market participant in terms of social
interaction processes and relational autonomy. Markets can be thought of
as "highly scaffolded,” where powerful constraints and incentives reliably
guide actors' behaviour. They are more than just passive information
processing devices. Based on this concept, we propose that markets
develop through ongoing and reciprocal economic interactions between
the supply and demand sides as well as more fundamental social
connections. Consumer behaviour in the marketplace is complex, extending
the consumer's cognitive processes to reliably reach an accurate judgement
of the good in addition to helping to decide the market price. Furthermore,
rather than being carried out in isolation from other consumers, this
economic reasoning is socially placed. Purchasing a good or not, from a
socially placed, interactive perspective, enacts the market. This changes
the position of markets from being external institutions that just cause
cognitive processes in participants to be causally extended to social
institutions that constitute these cognitive processes.

Introduction

Theories of situated cognition frequently disregard participation in
markets and other economic activities as a significant set of situated
practises that permeate our daily lives. Such activities entail the use of a
typical style of reasoning that is embedded in major social
interactions and/or circumstances that are socially and normatively
established. However, the lack of interest in these activities is
largely unilateral. Philosophers, psychologists, and cognitive scientists
who investigate situated cognition or social cognitive processes rarely
talk about economic reasoning or economic behaviour, despite the
fact that a wide range of economists address situated and institutional
approaches to economic reasoning.

Moreover, with very few exceptions, situational or intersubjective
elements are not taken into account when philosophers, psychologists, or

cognitive scientists more generally examine economic reasoning or
economic behaviour. Specifically, they frequently frame them in terms of
archaic ideas of abstract decision-making and rational choice or, more
recently, in terms of behavioural and cognitive biases. Furthermore, we point
out that even those who stand out as outliers emphasise the notion that
markets and other economic institutions primarily function as external
restraints on people's thought processes. By doing so, they accept a very
traditional and constrained understanding of situated cognition.

We suggest an enactivist meaning of the term "market,” which places more
emphasis on the significance of social interactions. According to this theory,
markets are cognitive institutions that are socially extended. This indicates
that an economic order is enacted in the dynamical interaction of embodied,
situated, and materially involved individuals who maintain relational
autonomy in a world that is both physical and social, as opposed to
exogenous limitations or inert substructures. We contend that
comprehending the characteristics of such markets sheds light on a crucial
aspect of typical situated behaviour.

In developing this active image of the market, we challenge several
conventional viewpoints that view markets as either processors
of distributed information or in terms of market structures. We use the idea
that the market is a "scaffolding institution,” interpreted in terms of the
extended mind, as our starting point to build an alternative perspective.
Markets can be understood through the framework of scaffolded
choice, where engagements with external structures that limit and
enable agents' behaviours and interactions count more for economic
reasoning than internal mental states, such as "beliefs, desires, or
other psychological features of individuals involved."

Specifically as understood in the neoclassical tradition and its more recent
advances, when neoclassical models were still largely untested by
behavioural economics, we begin by revisiting some fundamental principles
of the market and economic reasoning. This viewpoint enables us to
recognise that economic reasoning is a more socially interactive process
than an individual's decision, and that under some circumstances it
may veer toward solely instrumental calculation or may instead
encourage relational autonomy.

Conclusion

Engaging in economic practises is a key component of what it means for
agents to be placed in the ordinary realm of human affairs. The market is
viewed as a collection of processes for exchange, allocation, and
coordination in traditional economic theory. Such conceptions place
a greater emphasis on the way markets are organised and how
that organisation processes information in ways that can help participants
deploy a set of mental models and actions. This gives rise to the unique
notion of a market institution as an external mechanism that governs
or organises moral judgments and interpersonal interactions. The market
is seen to actas a framework for economic thinking by imposing rigid
limitations on agents' conduct. By lowering cognitive effort on an
individual level and guiding people's decisions and actions, markets
create a "cognitive economy."

In an economic system that is enacted by those very same economic actors,
an enactive view on the market as a socially extended cognitive institution
presents a picture of the economic interactions of individuals framed
in terms of relational autonomy. It also opens the door to the potential
of particular kinds of economic reasoning processes, some of which may
be characterised by calculative purposefulness. Markets are
cognitive institutions that enable and constrain economic thinking.

Cite this article: Birrani A. The Socially Extended Market Institutions Approach to Economic Reasoning. Health Econ Outcome Res: Open Access.
2022, 08 (09), 06






