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Culture Makes the Difference
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of Economic Development

In the world of decreasing natural resources andrfor people on the one
hand, and expansion of ideas, politics and ecoreonehe other, the notions of
culture and developmenhave acquired increasing importance. As the world
becomes smaller due to economic, political anducaltglobalization, people
have to bridge the differences in the very samasate find some common
ground and ensure progress to the whole mankindieMer, the terms are often
falsely counterposed: the former is viewed as @lguntangible asset whereas
the latter is associated with the economic spHeeemingly distinctive as they
are, the two ideas have rarely been placed sideid®;, which conveyed an
overwhelming impression that there was no link \whaver between each other.
However, a closer examination of paths of econodei¢celopment across the
world countries and the emergence socio-econoneioritas in the 20 century,
and its last three decades in particular, shows ltbhth were noted to have
increasingly determined the outcome of human d&ias well as were
recognized to have been mutually linked.

CULTURE — THE FORGOTTENFACTOR

The story of the mutual relationship betweeunlture and economic
developmentlid not commence in the last decades of tHec@btury nor in its
beginning — the two domains have always been linkiéd each other yet the
link was largely disregarded. For the predominat pf the 28 centuryculture
and economic developmenvere perceived as two distinct ideas affecting
virtually two non-overlapping domains of the ‘soft'e. largely undefined and
implicit, world of customs and morals, and the thaand explicitly defined
world of money and business. The principal reasorife theoretical exclusion

! The main framework and idea for this article isdghon Pyrkosz [2008]; the following article
is both a continuation and an extension of the mairtepts contained in the above cited one.
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of culture from economic interpretations of diffetepatterns of civilizational
development and wealth accumulation among sociatias the economic
imperialismand mathematical sophisticatiofGuisoet al., 2006, p. 27], which
cut the sociological roots of the economics, weakeits intrinsic and mutual
links with sociology, politics, history and anthadpgy, and eventually
culminated in the science’s alienation. The proeess initiated in the early 9
century by Jeremy Bentham who formed the hypotfesisculture, custom and
tradition were not relevant to economic analysi®dfrand, 1990]. Bentham
was... inclined to think that the influence of custond @entiment in business
affairs was harmful, that in England at least itthdiminished, was diminishing,
and would soon vanish away: and the disciples oftlzem were not slow to
conclude that they need not concern themselves atumit custonjMarshall,
1890, pp. 628—629]. This premise, however, veribigdbther economists of the
day and of the days to come, flew in the face efébhonomic founding fathers.
In this respect Adam Smith emphasized the duafitjuman nature: it is self-
regarding and other-regarding at the same timeither case it is propelled by
self-interest: not only does it further the puldicod in the marketplace lje
Wealth of Nationsbut it makes people more civil and polite towagdsh other
as well The Theory of Moral Sentimeht®lso John S. Mill ystem of Log)c
and Karl Marx A Contribution to the Critique of Political Economglaced
cultural constituents in the very heart of theilomamic theories, however
different they were.

In the course of development of economics, cultwess hence removed
from the economic analysis despite quite the contwashes of the founding
fathers of economics. A good expression of thigulieting discrepancy was the
guestion asked by Kenneth Boulding [1972, p. 268He founding father of
economics, Adam Smith, had a strong sense of thealumatrix of economic
phenomena. One of the most interesting of the @daglestions of intellectual
history is how the science of economics should hastehis sense and become
an abstract discipline void of almost any culturabntext Under these
circumstances, the predominant part of th& 2@ntury saw the increasing
concentration of the mainstream econorios discovery of universal and
timeless principles which were independent of hum#inand society|Wilkin,
1997, p. 24, translation mine]. As a result, ecoesmvas fundamentally de-

2 Institutional economics, which rose in the endhaf 19th century, was a notable exception
to this overwhelming trend. It significantly chaugéhe perspective of economic analysis to
account for institutions, i.e. routine acts caubgdacts embedded in culture, politics and law, as
critical determinants of social development. Howevthe branch has never entered the
mainstream economics and was heavily criticized #sdposition was undermined by the
economic communitycf. inter aliaBlaug, 1996].
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socialized and it adopted an approach charactedéphysics, mathematics and
other sciences.

AT THE CROSSROADS OFCULTURE AND ECONOMIC DEVELOPMENT

One of the earliest 30century attempts to recognize the critical role of
culture for economic development was made by Mab&evho went on to
construe a coherent sociological theory in his samivork The Protestant
Ethic and the Spirit of Capitalisfdi904]. In his view, capitalism was not only
a system of market exchange of goods and serviedwebn individual
entrepreneurs prompted by price incentives but weducratic organization
whose intrinsic hierarchies make business entiseions more predictable as
well. Thus, both economic and non-economic factetermined the market
economy and so did the rise of capitalism. PreHietdaw, non-dualistic
economic ethics (generated by the spirit of Pratdsgm and the concept of
predestination), the presence of the bureaucrtte sind civil rights were all
key cultural factors conducive to the rise of calm. Moreover, Weber used
the religious factor (the Protestant ethos) as seroénant of differences
between various types of capitalism across timesgade, particularly these in
Western Europe and America, and the rest of thédWdreber, 1904].

Recognition of the culture-oriented interpretatareconomic development
became gradually more popular in the middle of 268 century. Among the
precursors was Antonio Gramsci [1949] who regaroleith economic interests
and the dominant culture as indispensible elemefitpolitical outcomes
analysis. Edward Banfield [1958] identified spexifiatterns of human behavior
(i.e. excessive and narrow self-interest) as pynecauses of underdevelopment
in the south of Italy. An important contribution svenade by Karl Polanyi, who
saw a human being primarily as a social construatsying cooperation,
prestige and enhancement of social resources:reultas thus an indispensable
element of economy and ensured its stabilitye human economy is embedded
and enmeshed in institutions, economic and nonguoan The inclusion of the
noneconomic is vital. For religion or governmentynize as important to the
structure and functioning of the economy as moneiastitutions or the
availability of tools and machines themselves tlgiiten the toil of labor
[Polanyi, 1957, p. 250]According to Polanyi, the pervasiveness and exoess
reliance on of the free market and price mechanisoughout the ZDcentury
severed social ties, endangered civilizational bgraent, atomized societies
and left people virtually defenseless in the fatéaok of guidance of cultural
institutions.
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The last decade of the 2@entury saw a true revival of interest in the area
of mutual influence between culture and economieceltment. One of the
authors was Douglas C. North and his numerousngstiHe sought to identify
the reasons for which some countries had develguedessful economies,
whereas others had experienced underdevelopmentvarel deprived of the
benefits of thriving economy, though they seemetidaonditioned otherwise.
His conclusion was that the main determinant wagtiesence of culture-based
institutions. Among those most conducive to develept were establishment of
property rights as well as civil rights that guatdgtizens’ civil, political and
religious liberties. He proved his thesis with thentrasting examples of
England and Spain: the former went through a psoagsnmenced by the
passage of th¥agna Carta Libertatunmin 1215 and concluded with the 1688
Glorious Revolution and the rise of constitutiondemocracy which
incorporated fundamental civil rights and libertiato the state law — however
lengthy and painstaking the process was, its effEoess was verified by the
major social and economic development of Englanthénfollowing centuries;
in the latter, the Cortes parliament was gradudbfiyninated by the monarch,
which adversely affected the political positiontleé legislative branch, whereas
the real political power was vested in the bureacicwhich was more and more
burdensome to control — altogether, the institwtiostructure of Spain lacked
sufficient stimuli to generate civilizational despment and economic change.

Other aspects of the cultural dimension of econataielopment were also
observed. Robert D. Putman’s [1993] observation wes regions with
established tradition of free city states tendeddocumulate much higher social
capital which in turn facilitated their politicalnd economic development,
contrary to those that lacked such tradition. Mdatey Francis Fukuyama
[1995] emphasized trust as a crucial element oheaaic development. No
longer are profit or quantity sufficient and soleiteria of economic
development as organizations are also made acddentar the quality of
environment (both human and natural). That sitmgpierpetuates a fundamental
change in the employee’s attitude who not only teagithfully perform its
duties but display unswerving loyalty to their eoy#rs as well On the
other hand, David Landes [1998] in his analysis d#velopment and
underdevelopment emphasizes the fundamental ralleeohational culture and
culture-based attitudes. Hence thrift, diligencersgstence, honesty, tolerance
can all effectively oppose adverse government ppkcg. in the economic or
social contexts, particularly when it is aimed gedfic groups in society.

3 As Guisoet al. [2006, p. 29] observed, the notion of trust protede a groundbreaking
approach and effectively offered an opportunity éotture to enter the economic analysis of
development.
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Landes [1998, pp. 516-517] concludes on the rolewfure in economic
development of nations and highlights its values @moblems:

If we learn anything from the history of economevelopment, it is that
culture makes all the difference. (Here Max Webas vight on.) ... Yet culture,
in the sense of the inner values and attitudes glnéde a population, frighten
scholars. The technicians would rather ... changeradt and exchange rates,
free up trade, alter political institutions, manadgesides, criticisms of culture
cut close to the ego, injure identity and self-este.[Furthermore] if culture
does so much, why does it not work consistentlyOn the other hand, culture
does not stand alone.[and] the determinants of complex processes are
invariably plural and interrelated. Monocausal eaphtions will not work.

Landes’ conclusion concurs with another seminalkwar collection of
essays edited by Lawrence E. Harrison and SamueliRtington [2000] under
the telling title Culture Matters. How Values Shape Human Progrédwe
authors point out that culture is a determinantoivide range of processes
including economic but also social and political velepment, i.e.
democratization. The main message the book congelfsat free market and
democratic institutions themselves do not warraiatbity of a country’s
democratic system or economic development. Isisulture that has a potential
of becoming either a catalyst or an inhibitor obgperity and democracy.
Among the cultural values having the greatest irhfgae authors point out those
related to work ethos, education, freedom of exgoesand trust. The above
considerations are further developed to form thecsic manifesto of culture-
induced civilizational progress: although culture profoundly determines
social, political and economic development, cultaemn also be changed to
stimulate development — after all, it is neithe tjiven geographical location,
natural resource base, nor even production streictut the social resources,
i.e. people, their values and attitudes, that gusg®ple in their way to
development of their economy, society and demaatdin of political life.

Having recognized the fact that culture has hadugehimpact on the
economic development of nations, other authors t@dom management
approach to the role of culture in business. Formmpenaars and Charles
Hampden-Turner [1998] illustrated how diverse adturespond to different
types of management and ways to overcome the @ifées. In this respect they
constructed a matrix of seven cultural factors ¢ooant for the discrepancies
which were determined along the criteria of uniadissn vs. particularism,
analyzing vs. integrating, individualism vs. commntarianism, inner- vs. outer-
directedness, time as sequence vs. time as synzation, achieved vs.
ascribed status, and equality vs. hierarchy. Aeraditive model was proposed
by Geert Hofstede [1991] who distinguished and yaeal cultures along five
dimensions: power distance, individualism vs. aillésm, masculinity vs.
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femininity, uncertainty avoidance, and long- vs.orstterm orientation.
Although the two frameworks differed, they sharbd same basic logic, i.e. to
understand how different people in other culturebave and make decisions
concerning business. This very issue becomes aohgpyi significance with
regard to the advances of modern technology andgthdual removal of
barriers to international trade, which in effectkeahe world become more and
more of aglobal village

CULTURE IN TIMES OFGLOBALIZATION AND SUSTAINABLE DEVELOPMENT

Globalization is one of the main forces driving therld development
today. It is most generally referred to as integratof cultural, economic,
political and social systems across the whole woflde main thesis that is
widely assumed to be a direct consequence of gha@min is the notion of
convergence i.e. homogenization of patterns of social and neoac
development as well as culture. The major factahaprocess of convergence
is market globalization, which is further enhancey the international
competition, regional integration, and deregulatimfnnational economies
[Morawski, 2001, p. 320]. Altogether, as the thedrglds, convergence
diminishes or even erases differences betweennsatmd generates similar
institutional solutions in all the aforementionedeas of life. In general,
supportersdf. inter aliaOhmae, 1990] of the convergence theory hold theat o
time the impact of culture, politics and historylwliminish and give way to the
logic of the market mechanism. However, an altéveaview holds that
globalization produces a gradual, yet increasimgpagation and disparity of
patterns of civilizational development, idivergence Advocates of this view of
globalization claim that convergence does takeeplaat is confined to a small
group of the developed countries, tbenvergence clutjBaumol and Wolff,
1988]. In fact, if we have a closer look at thegat civilizational development
across the world’s countries in the 20th centurglating discrepancies in the
living standards and productivity levels — we cand that the prevailing
pattern of economic development is one of conspisutivergence. Today the
very usage of the ternsevelopednddeveloping countriemight imply that the
disparities are disappearing and countries are exging. In fact, for the
predominant part of the post-World War |l decadesnajority of the Third
World countries did not [Dowrick and DelLong, 2001].

The two competing views and processes coexist ant hre in fact
inseparable. To get a full picture of the processgging in the world of today,
frequently referred to as thgdobal villageto denote the direction of changes,
we should rather go on to form a comprehensivashtidscomplementariness of
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convergence and divergence of development pattefiaking that into
consideration, Ralf Dahrendorf [1999] proposed dteraative notion of
selective convergengestressing the fact that globalism does not lifuit
encourages various institutional approaches, wimi¢hrn induce various paths
of development.

In an open world, there are not just two or thresysvbut an indefinite number.
The question — how to create wealth and social siohen free societies — may be
the same everywhere, since it results from largkdpal conditions. The answers,
however, are manifold. There are many capitalisnas, just that of the Chicago
school of economics; there are many democraciesjusb that of Westminster.
Diversity is not an optional byproduct of high cué; it is at the very heart of a
world that has abandoned the need for closed, epassing systeni®ahrendorf,
1999, p. 15].

In the light of the above statement, we shall codelthat the role of culture
in development of nations is momentous for two eeasFirst, its impact is of
immense importance for the economic developmertoahtries as verified by
the above cited theories of development. Secoffidiya the economic point of
view, the logic of the market is built on gainingneparative advantage which
inevitably necessitates use of all available resestreconomic but also cultural,
social or political. Hence, the culture-inducedistence of convergence and
divergence in the process of economic developméntations is the very
feature that accounts for the very diversity of@lepment patterns worldwide.
This fact becomes even more critical as not onljucal considerations have
been placed in the center of development strat@gfieations.

The recognition of the cultural element in econondievelopment of
countries in the last decade of thd"2@ntury coincided with the rise of the idea
of sustainable developmenthe new paradigm of development was forged in
response to the growing dissatisfaction with theorewus yet unequal
distribution (e.g. the widening gap between theettgped and undeveloped
Third World countries) of development patternsbéicame more and more
evident thatdevelopmenthad rather come to mean excessive reliance on
maximization of profit, economic indexes and stat#d data shook the delicate
balance required for all countries to experiencglizational progress. The
above pattern of development happened at the ¢dbematural environment
whose pollution had reached an unprecedented degnekincreasing social
inequalities worldwide and ... in the most devetbpeuntries, too.

The theory of sustainable development cast a nght bnto the role of
a human being in shaping the face of the Earthitarmvn fortune. Not only for
the first time did it group together apparently ikal concepts of economic
prosperity, social well-being (with culture beints iintrinsic element) and
environmental protection but it also drew attentimn the interdependence
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between all the three eleméehtShe central element of the concept is a three-
pronged holistic approach that emphasizes the hutependence between
various facts that either influence human well-geor are caused by human
activities. Culture, physical well-being and madérsuccess of people were
linked directly to the state of the environment afity to manage the natural
resources and coexist with other species. Recognitf such interdependence
between various aspects of human activities way mevolutionary. It was
particularly important in those areas of economitivity which stress the
relationship between the human and the environment.

Recognition of culture for economic analysis isabt not only for the fact that
it has influenced the economic development of natlout also because economic
policies provide for development/preservation ofiture and culture-related
elements on the primarily economic grouhds this respect, a typicallyultural
element of the new development policy with regaadg\merican rural areas is
preservation of cultural heritage. It aims at pcots of the distinctive character
of the multitude of local, also rural, places viewas products of the intricate
cultural context involving the place’s history,ditions, land-use patterns, material
heritage, and economic development. The trend bars keferred to asultural
landscape preservationin a more general sense, it offers a chancestoreethe
original value of traditional rural lifestyle, hierje of the specific human attitudes
towards the surrounding environment and eventsedsa/the material one.

Another example of this approach is protectionhef tultural and historic
resources. Although this policy promotes histomd @ultural projects, they in
turn affect economies of the localities where #mources are situated, e.g. rural
areas. Seemingly devoid of any market or economiplications, these
programs often have a strong economic incentivelk&vat al. [2003, p. 10]
identify three major areas of harmonization of wtdt and economic effects:

1) active cultural participation is capable of dinlg strong communities
and fosters community spirit;

2) strengthening cultural communities creates ecinoalue;

3) the value created by cultural production carcbanneled for regional
growth through exporting unique traditional produdte. making locally and
distributing globally

Culture-oriented activity can provide notable eaoiwbenefits. The role of
external demand for cultural products (e.g. a pietdandmade craftwork,

4 The interdependence between culture (society)taadatural environment has become a
well explored area of study verified by the aburidbterature on the subjectf] inter alia
Goldenweiser, 1916; Wallis, 1926; Bernard, 1930].

5 The former approach is referred to @stural economicsand has been the focus of the
proceeding part of the paper, and the latter economics of culturép be discussed in the
remaining part.
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scenic or historic view, or a rehabilitated historural building) is of vital

importance for regional development. It has theeptial to generate new
employment and expand business opportunities whrehalways considered
viable economic development strategies. Henceumlliproduction becomes
the key element of local development strategy.rtves a real window of
opportunity for development for the most econontjcalisadvantaged areas.
This happens due to expansion of markets for toadit arts and travel which
attract special value to cultural uniqueness, amagting the cultural

convergence (or unification) trend of globalizatigdalker et al., 2003]. Under

these conditions, values attributed to family ttiadis and the community’s
cultural heritage can render a direct market vahet let hitherto geographically
underprivileged regions capture their share ofomati economic growth.

CONCLUSIONS

Culture and economic development separated by ¢badis of economic
imperialism finally have come together to generfsgmony between the
human, economic and environmental elements thrthugimotion of sustainable
development. The past strong reliance on economiicators alone have
brought degradation of the human and natural enmiemt. The concurrent
occurrence of culture as a relevant element of @mim analysis has helped to
identify new opportunities of solving our globalopiems and understand their
causes. Once again it has turned out that our gmublare more complicated
than they seem. Above all it seems that recognitddnculture, society,
environment as intrinsic elements of developmestdrawn attention to a broad
range of cultural, social and environmental imgimas of economic activities.
Not only does this approach restore balance betwlsase spheres of human
life but it is also more likely to help design mis better suited to the needs of
humanity and the world at the beginning of thedhimillennium and offers
a promise of less disturbed and more equitablelderent for all. To achieve
that we must acknowledge the fact that culture dumscontradict economic
development — nor does it oppose ecological prasiervor social progress —
rather, it is actually an intrinsic element of deygnent in the economic, social
and ecological spheres of human life.
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Abstract

In the world of decreasing natural resources anthrfor people on the one hand and expansion
of ideas, politics and economies on the othernthteons ofculture anddevelopmenhave acquired
increasing importance. As the world becomes ‘smatlee to economic, political and cultural
globalization, people have to bridge the differene the very same areas to find some common
ground and ensure progress to the whole manking. t8hms are often falsely counterposed:
development is associated mainly with economic rgphdaereas culture is predominantly viewed as
an intangible traditional asset. In this sense ptyger seeks to identify the overlap between thasd
of culture and economic development, note the doasps rise in significance of the former for the
latter and trace the role of culture in economigetlgpment of nations with special emphasis on the
evolution of the relationship in the last decadéhef2d" century specifically.

Kultura przesadza o r&nicach — humanistyczne poddgie do rozumienia
rozwoju gospodarczego

Streszczenie

W swiecie malejcych zasobdw naturalnych i przestrzeni ludzkiegz oelispansiji idei, polityk
i gospodarek, pegia kultury i rozwoju nabierajcoraz wigkszego znaczenia. Podczas gdyat si
‘zmniejsza’ w wyniku ekonomicznej, politycznej ilkwrowej globalizacii, ludzie stejprzed wyzwaniem
pokonania rénic w tych samych dziedzinaclycia, aby méc zapewhirozwdj catemu gatunkowi
ludzkiemu. Pagjcia kultury i rozwoju g czsto falszywie zestawiane ze gpliozwdj jest gtdwnie
kojarzony ze sfer gospodarcg a kultura jest postrzegana wggnie jako zbi6ér niematerialnych
tradycyjnych wartéci. W tym kontekcie, artykut jest prépodnalezienia wspdlnych sfer oddziatywania
pomiedzy kultug i rozwojem ekonomicznym. Jednoézie artykut zwraca uwagna znacacy wzrost
znaczenia kultury dla kwestii rozwoju gospodarczegoodéw ze szczegdlinym uwadhieniem
ewoluciji, jaka dokonatagiv postrzeganiu powgzego zwizku w ostatniej dekadzie XX wieku.



