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Motivation
Adam Smith’s book, “An inquiry into the Nature and Causes of the Wealth of Nations” is considered by many economists as one of the most influential contributions to the field of economics. Smith’s laissez faire philosophy was based on the reduction of government participation and taxation of free market actors.  Smith also theorized that a person’s individual need to satisfy their self-interest was advantageous to the welfare of society. Smith characterized these actions as the invisible hand.  
Authors Akerlof and Dickens challenged the idea that ideas by social theorist were inadequate to apply to economics. The authors presented a model that exhibits how cognitive social dissonance can be applied to the field of economics.  Akerlof and Dickens were motivated to contrast the basic behavioral assumptions that economists rely on can be substituted by alternate assumptions that were validate using social theorist models.   
Theory
Akerlof and Dickens’ research is an extension of earlier research by Albert Hirschmann on the changing attitudes on modernization in the process of development.  The authors use cognitive social dissonance to bring forward three ideas. First, people’s proclivities are based on their beliefs.  Second, People’s beliefs can be distorted by selecting information to support their views.  Lastly, these attitudes are sustained over time.
In conjunction with the three ideas the authors use an exemplar that focuses on employee behavior and decision making in a hazardous environment.  The illustration isolates decision making based on rational behavior versus choices made via cognitive social dissonance. The cognitive social dissonance modeling compares the behavior of a group of worker during two separate decision points. The model exhibits systematic differences when analyzing given information in contrast to when new information is received, and acceptance is based on beliefs. 
Evidence
In the model the authors provide evidence through scenarios. All workers start with the same baseline of rational decision making. Rational decision making is typically made considering a combination of extrinsic compensation or benefits and intrinsic rewards. During the first interaction, the workers understand the hazards of the jobs and since they knowingly accepted the position. Also make their decision according to their rational baseline. In the second interaction the workers have access to safety equipment but despite understanding the risk they continue to work without the safety equipment due to their believe the job is safe.  
The most compelling evidence is the relation between fear and the perceived probability of an accident occurring. In the model testing fear, f is a function of probability of an accident, q* by workers choice, q or f=q*/q, where 0<q*<q So, as the probability of accident increases the representation of the workers choice also increases. However, once the worker makes their choice, q remains fixed, their actions have to follow the probability of accident regardless of the increase or decrease in the level of fear.   
Big Picture
Akerlof and Dickens’ research show how modeling shaped from social theory and can be adapted applied to other disciplines like economics.  Economics has been subjugated by Adam Smith’s framework that the need to satisfy the self-interest of the individual was good for society.  The study exhibits that those same needs can be skewed due to cognitive social dissonance. 


Reference

Akerlof, G., & Dickens, W. (1982). The Economic Consequences of Cognitive Dissonance. The American Economic Review, 72(3), 307-319. Retrieved from http://www.jstor.org/stable/1831534

