Human Psychology and Economic Fluctuation. A New Basic Theory of Human Economics, by Hideaki Tamura. Palgrave Macmillan, 2006. pp. 192, ISBN:  0-230-00482-2  (hbk), $85.00.
The author of this volume graduated about 20 years ago from Waseda University in Japan and, according to the back cover, has worked as a bank employee ever since; he is also credited with having participated in an advisory role in vaguely defined policy discussions.
He promises us deep insights about the relations between micromotives and macrobehavior, and in particular micromotives that are psychologically grounded and “a theoretical framework for the study of economics that better reflects the importance of various psychological factors and the causal relations between them” (p. 1) which modern economic theory, in his view, does not make allowances for. He suggests that this failure of economic theory to address psychological factors “is perhaps the primary reason that Japan’s government was slow to act” (p. 1) once the financial bubble of the late 1980s burst in the early 1990s. To rectify this deplorable state of affairs, he promises a new theory of human economics, and even “a more humanistic approach” (p. xvi) to economics. These are big and exciting promises. In our reading, the author has failed to deliver on his promises.

   Tamura constructs a series of increasingly complicated models (that, however, do not go beyond  the level of first-year graduate school macro and micro modeling exercises in economics) of a “basic human accounting framework” whose central component, and ultimate driver of economic fluctuation, is the non-linearity of what he calls the utility attrition function(s). These functions record the decline of the utility that can be drawn, over time, from various types of goods. The author classifies five such types of goods (food and drink; shelter; clothes, footwear, etc.; cultural activities and entertainment; and durable consumer goods) (p. 110). It is durable consumer goods (and according to the author possibly also shelter and cultural activities and entertainment) that have non-linear increasing utility attrition functions. Every disturbance of the system, here triggered by external events, works its way through the system through the differential utility attrition rates of the various types of goods, thus providing what is commonly called a transmission mechanism for the shocks.

The basic structure of the proposed model is thus not too dissimilar from optimal foraging theory or the Baumol-Tobin model of money demand. Different assumptions on the utility attrition function allow for the derivation of conventional utility functions. Thereafter, standard general equilibrium modeling takes place (with specific functional forms of the utility and production functions assumed). 
A major drawback of the book is the complete lack of empirical evidence for the alleged psychological factors (such as the types of utility attrition functions). The author also does not bother to provide empirical evidence for any of the transmission mechanisms that he postulates. Needless to say, the author does not make an attempt to calibrate any of the (pretty standard) models. Indeed the psychological foundations of this book draw, following the example of Keynes, on the introspection and beliefs of the author: “The phrase ‘human psychology’ refers to the fundamental desire of human beings for consumption goods.” (p. 1)   
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