
Racism, the economy and ethics: where does it all begin? 
Paolo Ramazzotti 

 
The aim of the paper is to argue that economic scholars have addressed the relation between 

racism and the economy in different ways. A major divide has to do with whether the economy is 
conceived of as a closed or open system. This affects not only the causal links between economic 
relations and racism but also the loci of ethical judgments. 

The paper begins by pointing out that, even from a closed system perspective, economic analysis 
deals with racism in a variety of ways. The mainstream views it as an exogenous circumstance that 
may affect resource allocation in one way or another. Less conventional theories emphasize its 
cumulative and persistent social and economic effects but still assume that it has an exogenous 
origin. A final approach conceives of racism as a means to divide workers and increase the bargaining 
power of capitalists. Although racism is, in this case, functional to a distributive goal, it is 
nevertheless a phenomenon that is only reinforced, not determined, by the economy.  

These accounts are insightful, especially for countries where discrimination was institutionalized, 
but they implicitly assume racism away from the economic discourse. They ultimately consider it an 
interference with the specific rules that underlie the economy. The policies they suggest contrast 
racism through education and constraints on possibly discriminating economic behavior. When 
these measures are ineffective, the alternative is to provide some type of compensation to the 
victims.  

What these approaches ultimately question from an ethical point of view, is racism as such. The 
economy is not subject to ethical assessment in that it is just one of the areas where racism appears. 
According to the alternative, open system view, racism and the economy are embedded in society, 
where socio-economic interaction originates an institutional setup that frames and regulates 
economic relations. With open system premises, there is nothing natural about the extant 
institutional setup. It is a social construct which needs to be understood in relation to a specific 
historical situation.  

In order to better appreciate the relation between the economy and racism in an open system 
perspective, it is appropriate to focus on the neoliberal setup that prevailed over the past decades 
in many economies. This setup raises two ethical issues. First, since what is at issue is not the iron 
rules of the economy but an institutional arrangement determined by social and societal dynamics, 
it is important to assess whether the a priori goals that it is pursuing are in some way consistent 
with the insurgence or revival of racism? The paper argues that neoliberal institutions are, at the 
very least, unable to contrast racism.  

Second, it is important to assess the actual consequences of the neoliberal setup in relation to 
racism. The paper argues that neoliberalism determined a dramatic redistribution of income and 
living conditions for a great many people. The ensuing social disruption led people to desperately 
seek a scapegoat. Racism was one of the solutions.  

The open system approach here outlined involves an ethical judgment not only of racism but of 
how the economy is organized. It suggests that an anti-racist policy requires an action not only on 
racism as such but on the economic structure. 


