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Introduction 
The contemporary methodology of positive economics demands value neutrality. 

However, human beings are difficult to empirically analyze, and the objective analysis of 

our cognitive and deliberative processes is all but impossible to achieve. Thus, criticism 

of positive economic methodology for its reliance on normative concepts is not 

uncommon. Positive economic theory relies on abstract and controversial concepts which 

often times are not clearly value-neutral. These concepts can easily be construed as 

normative. In spite of the fact that this criticism is often poorly defined or ill-conceived, I 

believe there is an ignored element of truth to this clichéd criticism. 

 Upon reading Daniel Hausman’s Economic Analysis, Moral Philosophy and 

Public Policy, I became intrigued with the idea that normative principles and evaluative 

concepts may play a larger role than we typically realize when it comes to facilitating and 

interpreting positive economic descriptions. This runs counter to the contemporary view 

of economic methodology, which holds that the study is clearly independent from any 

particular normative commitment. I came to wonder: to what extent might positive 

economic inquiry be predicated on normative principles, and what consequences would 

the presence of those principles hold for economic theory and methodology?  

What follows in this essay is my most earnest attempt to answer the question I 

have posed above. This thesis provides a strong critique of the position that positive 

economic inquiry is capable of being practiced under the auspices of value neutrality. I 

show that the standard argument in favor of a non-normative (positive) economics is 

flawed, and that this mischaracterization leads to the appraisal of positive economic 

theory as value neutral, when in fact it is not. I prove that economic inquiry requires two 
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normative principles in order to retain its intelligibility and coherence. Finally, I argue 

that one of these normative principles presents clear consequences for the agents who 

adopt it, and as such, that the presence of normative principles in economic theory should 

not be trivialized or ignored.  

I will proceed through these goals systematically in the order described above. 

Upon the conclusion of this essay, one should find themselves sufficiently convinced of 

the presence of normative principles in positive economic inquiry.  
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Chapter I 

An Argument Against the Standard View: A Normative 

Principle of Positive Economics 

1.1: The Standard View: Milton Friedman 

 In Economic Analysis, Moral Philosophy and Public Policy, Hausman claims 

that, “rationality can function as a Trojan horse, smuggling ethical commitments into the 

theoretical citadel of positive mainstream economics”.1 This claim stands in strong 

opposition to the ‘standard view’2 of economic theory, which holds that positive 

economics is value neutral. The ‘standard view’ to which Hausman alludes in his attack 

on value neutrality is a reference to the popular conception of economic theory first put 

forward almost a century ago by Neville Keynes3, and later refined by Milton Freidman4. 

Chapter I will treat Freidman’s argument in favor of positive economics as the principle 

argument in favor of the ‘standard view.’ 

 The strength of Friedman’s argument in against normativity in the realm of 

positive economics has stifled attempts by contemporary thinkers to make a strong case 

for the relevance of normativity to the study of positive economics. Hausman himself is 

cautious not to level any sweeping conclusions regarding the overall ability of positive 

economics to insulate itself from the normative ideas which certain concepts import into 

                                                 
1Hausman, 2017. p. 68 
2Hausman, 2017.The use of the term “standard view” appears throughout this work. Most imminently in 

the organization of this thesis, as well as most relevant to our discussion, is the use of the term to describe 

the commonly held views of economic theorists towards fundamental concepts such as rationality. This 

discussion occurs in Chapters 5 and 6, Section 1.   
3Keynes, 2017. p. 22. Keynes distinguishes between 3 different sorts of inquiry. Of our interest are two of 

three: a normative science and a positive science.  
4(Friedman) Hausman, 2007. pp. 145-178. This citation structure will be used in reference to Milton 

Friedman’s essay The Methodology of Positive Economics, which I have accessed through Hausman’s 

anthology of economic philosophy (Hausman, 2007). For a citation of Friedman’s original work, see 

(Friedman, 1953).  
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the study. In an appendix from the same work referenced above, Hausman concedes that 

“some work in [positive] economics is largely…independent from evaluative concepts”5.  

I believe it is possible to provide a line of argument that eliminates the need for such 

concessions when describing the nature of positive economic theory. This argument seeks 

to show that all work in positive economics is, to a certain degree, reliant on normative 

principles.  

 Chapter I proceeds with two goals in mind. First, I highlight the features of 

Friedman’s argument that create the clearest issue with advancing the thesis that positive 

economics is reliant on normative principles. In particular, we are interested in fielding 

Friedman’s anti-veritist defense of positive economics, which locates the value of 

empirical theories entirely within the measurement of their predictive accuracy. Second, I 

show that contrary to Friedman’s view, positive economics still retains a reliance on 

normative concepts that compromises the description of positive economics as a non-

normative method of inquiry. I show that a focus on predictive accuracy does not 

altogether eliminate normativity from the picture of positive economic inquiry.  

1.2: Friedman’s Argument Against Normativity Positive Economics  

 Friedman’s influential work The Methodology of Positive Economics  

sketches a methodology which allows for the practice of economics as either a normative 

science or a positive science. Thus, Freidman’s methodology allows economic theory to 

occupy two of the forms of inquiry described by Keynes at the same time. Friedman 

identifies the exploration of economic theory via empirical methodology as the study of 

                                                 
5 Hausman, 2017. p. 300 
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positive economics. Friedman gives the following definition of positive economics under 

the standard view: 

Positive economics is in principle independent of any particular ethical position or normative 

judgments. As Keynes says, it deals with “what is,” not with “what ought to be.” Its task is to 

provide a system of generalizations that can be used to make correct predictions about the 

consequences of any change in circumstances… In short, positive economics is, or can be, an 

“objective” science, in precisely the same sense as any of the physical sciences… Normative 

economics… on the other hand, cannot be independent of positive economics. Any policy 

conclusion necessarily rests on a prediction about the consequences of doing one thing rather than 

another, a prediction that must be based – implicitly or explicitly – on positive economics.6 

 

 This quotation outlines both a central distinction of the standard view (between 

normative and positive economics) as well as the methodological commitments which 

uphold it. Through it we can extract three methodological commitments which lie at the 

heart of positive economics under the standard view. First and most importantly, Positive 

economic theories are to be judged solely by their efficacy in generating “correct 

predictions” regarding outcomes of economic situations. Second, Positive economics is 

“independent of any particular ethical position or normative judgments.” Lastly, as both a 

consequence of the first commitment as well as a result of Friedman’s own assessment of 

the two disciplines, positive economic inquiry is non-noramtive in “precisely the same 

sense as any of the physical sciences” 

Under Friedman, any inquiry which satisfies these central commitments can be 

considered a non-normative (or positive) inquiry. Our interest lies in determining whether 

or not these commitments truly guarantee a separation between normative principles and 

economic inquiry. If positive economics in practice is completely consistent with these 

                                                 
6 (Friedman) Hausman, 2007. Pp. 146-147 
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commitments, then the case against normativity in the study is strong. To further our 

argument, we must inspect the details of Friedman’s commitments more closely. 

The strongest case against normativity in economic inquiry is provided through the 

first commitment. The argument in favor of the first commitment is as follows: 

Truly important and significant hypotheses will be found to have “assumptions” that are wildly 

inaccurate descriptive representations of reality, and, in general, the more significant the theory, 

the more unrealistic the assumptions (in this sense). The reason is simple. A hypothesis is 

important if it “explains” much by little, that is, if it abstracts the common and crucial elements 

from the mass of complex and detailed circumstances surrounding the phenomena to be explained 

and permits valid predictions on the basis of them alone. To be important, therefore, a hypothesis 

must be descriptively false in its assumptions; it takes account of, and accounts for, none of the 

many other attendant circumstances, since its very success shows them to be irrelevant for the 

phenomena to be explained.7  

In this quotation, Friedman is espousing a position I will refer to within this chapter 1  

=as anti-veritism8, which is a current favorite of contemporary philosophy of science. The 

argument that Friedman is providing in this quote reflects an identical conviction to 

contemporary anti-veritists, such as Elgin and Cartwright9. Anti-veritism is the idea that 

“wildly inaccurate descriptive representations of reality” are the best way to abstract 

“common and crucial elements” from “complex and detailed circumstances”10. They are 

epistemically and scientifically valuable because they facilitate “valid prediction on the 

basis of [these representations] alone”. While this language is derived from Friedman’s 

essay, the analysis is identical to the one offered by Elgin in her critique on veritism11. We 

                                                 
7 (Friedman) Hausman, 2007. p. 153 
8 Elgin, 2017. The term “anti-veritism” is adopted from this work by Eglin. This is a work of epistemology, 

and the concept of anti-veritism applies to many different aspects of knowledge. Here, we are applying it as 

a scientific methodology, but its implications are far broader. Elgin’s book can be viewed as an opposing 

viewpoint to that of Alvin Goldman’s epistemic approach, known as veritism (hence the terminology).  
9 Elgin, 2017. Cartwright, 2010. Two examples of contemporary philosophers who support an analogous 

view of the sciences to the one championed by Friedman in his piece.  
10 See (Elgin, 2017, ch.1-3) for Elgin’s explanation of this idea. Provided here is the argument in 

Friedman’s terms.  
11 See (Elgin, 2017, ch.1-3) 
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can understand Friedman to be a proponent of an anti-veritist methodology for positive 

economic inquiry.  

There are a few straightforward examples of this kind of thinking that we can 

explore in within the broader community of empirical science. In this chapter, as in 

Friedman’s essay, the physical law of gravity will be taken as the exemplary case12.  

Say I want to predict how quickly a rock falls to the earth. In order to do this, I 

take various measurements designed to answer my query in an experiment, and I 

conclude that a rock falls at a constant acceleration towards earth. I describe this 

observation in terms of a force, the force of gravity, which causes the observed motion. 

But does this description necessarily make it true that ‘the force gravity’ exists? No. The 

force of gravity is simply a description of the constant acceleration that I observe. It could 

be the case that some other force, or even some other collection of forces, are causing the 

phenomenon I am observing. The only thing I know to be true is that I have observed 

objects falling at a constant rate of acceleration towards earth.  

So, if we are unsure of the objective truth of the description afforded by the laws 

of gravity with respect to falling bodies, then we must make our judgement on the 

scientific credibility of theories with respect to some criterion other than the realism of 

the theory. Otherwise, we would have no reason to trust the laws of gravity. This 

alternate criterion is predictive accuracy. In this case, we trust the laws of gravity because 

                                                 
12 Note that other scientific communities (for instance, biology) interact differently with the principles of 

anti-veritism, and that this interaction can complicate the picture presented in this essay substantially. The 

claims made in this essay regarding normativity in economic theory in particular might apply to different 

forms of scientific inquiry as well, to varying extents. Whether or not the form of normativity explored here 

applies to these disciplines as well is beyond my scope.  
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the description of gravity as a constant force accelerating objects towards earth at 9.8m/s2 

is consistently successful when it comes to predicting the motion of a falling rock.  

Friedman takes the anti-veritist methodology to be capable of insulating positive 

economics from concerns regarding the normative nature of economic descriptions. This 

is important, because economic descriptions often don a normative appearance. Several 

key concepts employed by economic theory can be construed as normative in the sense 

that they ascribe a particular set of motivations to human action. However, by employing 

the anti-veritist position, Friedman avoids this construal by positing that economic 

descriptions are not supposed to be accurate descriptions at all. Rather, they are 

inaccurate descriptions that facilitate objectively affirmable predictions. Therefore, the 

presence of normative content ascription in economic descriptions should not affect the 

objective appraisal of the theory’s efficacy in generating predictions. Whether economic 

descriptions are true, or whether they implicitly impose a normative standard of conduct 

onto human behavior, is thus an irrelevant question. All that matters to the anti-veritist is 

that the description in question be efficacious at predicting behavior, because that 

criterion can be assessed without normative consideration.  

Thus, Friedman’s first commitment is essential in establishing a second 

commitment; namely, that positive economics is value neutral. Under Friedman, all 

elements of a theory aside from predictive accuracy are arbitrary, so long as the theory 

yields accurate predictions. If the content of a theory is arbitrary, then the theoretical 

ascription of normative content exercises no direct effect on the value-neutrality of the 

theory. It may be true that some of the content of a particular theory expresses a 
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normative viewpoint, but under Freidman, this doesn’t matter as long as the predictions 

of the theory are accurate.  

Friedman expresses this view in terms of his conception of the role of 

“unrealistic” assumptions in the explication of theory: 

…the relevant question to ask about the “assumptions” of a theory is not whether they are 

descriptively “realistic,” for they never are, but whether they are sufficiently good approximations 

for the purpose in hand. And this question can be answered only by seeing whether the theory 

works, which means whether it yields sufficiently accurate predictions13.  

While in this quotation Friedman is not explicitly focused on the role of normativity in 

positive economics, this point makes his view on the subject quite clear. If predictive 

accuracy is our sole barometer for the quality of a particular theory, then it really doesn’t 

matter what the theory says at all, so long as it proves to be a “sufficiently good 

approximation”. Therefore, positive economics is value-free in the sense that any 

encoded values that could be present in the descriptions which we use to generate 

predictions are irrelevant to the matter of whether or not the prediction is accurate.  

Friedman’s third commitment is an analogy sketched to reinforce the validity of the 

first (and consequently, second) premise. It also follows as an implication of the first 

commitment that physical sciences and positive economics share distinct methodological 

characteristics. Friedman argues that the two disciplines are analogous with regard to 

their focus on predictive accuracy. In his own words, Friedman explains: 

Of course, the fact that economics deals with the interrelations of human beings, and that the 

investigator is himself part of the subject matter being investigated in a more intimate sense than 

in the physical sciences, raises special difficulties in achieving objectivity at the same time that it 

provides the social scientist with a class of data not available to the physical scientist. But neither 

                                                 
13 (Friedman) Hausman, 2007. P. 153 
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the one nor the other is, in my view, a fundamental distinction between the two groups of 

sciences14.  

In this quote, Friedman acknowledges the fact that differences between the 

physical and social sciences exist. However, under Friedman’s account, none of these 

differences constitute a “fundamental distinction,” because both positive economics and 

physical sciences are committed to providing predictive accuracy. In the ensuing 

argument, Friedman points out that regardless of the differences in the class of 

phenomena which we are observing, the method through which we derive predictively 

accurate theories in both the social and physical sciences are the same. We are concerned 

with the predictive accuracy of our statements in both cases, and we employ the same 

analytical strategies to generate these predictions from some class of data. Thus, there is 

no reason to perceive of the two studies as being distinct from one another.   

In conjunction, these three commitments constitute a complete argument against 

normativity within positive economic theory. The remainder of Chapter I pursues a 

counterargument which reveals relevant normative considerations within positive 

economic theory, even when practiced under the guiding principles of anti-veritism (as 

per Friedman’s first commitment). Thus, in spite of a strict commitment to anti-vertism, 

positive economics is incapable of separating itself from normative concepts. 

1.3: Against the Third Commitment: Forms of Description  

Friedman’s third commitment makes it clear that the standard view of positive 

economics is predicated on the premise that the physical and social sciences are 

                                                 
14 Hausman, 2007. P. 146 
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indistinguishable from one another, aside from a distinction in the subject matter which 

their respective inquiries concern15.  

 However, there are differences in the subject matter between the two studies that 

are immediately relevant to the argument for positive economics. Physical sciences deal 

with a different class of phenomena than positive economics, and this difference in 

content gives rise to at least one distinguishing feature between the two studies: a 

difference in the form of description which the study employs.  

  In order to understand why the descriptions of economic theory are 

fundamentally different from the explanations of physical sciences, we can turn to the 

work of Daniel Dennett. Dennett gives a thorough account of explanation which 

differentiates between three sorts of explanations that one is capable of giving for 

ostensibly any observed phenomena16.  

 Imagine that the entire world, as well as every event that unfolds within it, is 

determined by an incredibly complex composition of fundamental forces. If it were true 

that all things (events, people, chemical compositions) are determined ultimately by 

interactions between fundamental forces, it would theoretically also be possible to 

describe and predict all things in terms of descriptions of these forces17. Furthermore, in 

this scenario, a perfect description of these forces amounts to a perfectly predictively 

accurate theory. If a scientist knows specifically which forces cause certain events, their 

prediction of those events given the presence of the described forces would be infallible. 

                                                 
15 (Friedman) Hausman, 2007. p. 146. Recall that this is the contention of Friedman’s third commitment. 
16 Dennett, 2003. pp. 20-40. Originally, I was familiarized with the work of Dennett on this matter through 

this work regarding the compatibility of determinism and free will. However, Dennett’s work on the subject 

of the intentional stance is much more far reaching. 
17 One may reasonably reject this premise, as it is deterministic in nature. We can forego this argument for 

the sake of the discussion at hand.  
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Thus, those who can effectively interpret events in terms of the forces which cause them 

are capable of providing the most accurate predictions.  

 However, a problem arises when the interactions between the forces we are trying 

to understand become too complex for the interpreter to effectively interpret. As the 

number of causal interactions between forces increases, more factors and variation are 

introduced, making the fundamental cause of a given event increasingly difficult to 

identify and describe18. Additionally, the act of describing a given event strictly in terms 

of the forces which caused it to occur becomes exceedingly difficult as the interactions 

between forces become more and more complex. At a certain point, these interactions 

become sufficiently complex to preclude the interpreter from understanding events in 

terms of causal forces.  

 At the point where the forces that affect our reality becomes too complex to 

understand directly, we are forced to attempt to foster an understanding of causally 

complex phenomena in terms of something other than causal forces. We are required to 

take a different stance19 in our explanation of the phenomena we are observing.  

 This is not a problem for all observed phenomena, because some phenomena (like 

the phenomena described by the physical sciences) have a straightforward link to cause 

and effect. There is a clear link between the observed effect of a falling rock and its 

cause, gravity. This leaves little room for descriptions which abstract from a basic cause-

                                                 
18Dennett, 2003. pp. 35-40. Dennett describes the problem in terms of a computer game called “life”. In the 

game, blocks are inhabited or empty according to a basic code. As the life forms inside the group of blocks 

become more complex, it becomes increasingly hard to understand their actions in terms of the 

fundamental code that governs the game. Dennett shows that it is far easier to understand the goals of life-

beings in terms of the intentional stance.  
19 Dennett, 2009. pp. 2-5. The “stance” terminology is taken directly from Dennett’s work. The section in 

reference here explicates three kinds of explanatory stances which one can take in regard to a given 

phenomenon. For our purposes, we are interested in contrasting the physical and intentional stance.  
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effect relationship. Some details, like air resistance, may complicate the picture, but we 

can account for these factors as well with their own cause-effect relationships. Air 

resistance is caused by drag, which can also be observed and directly calculated through 

surface area. In any case, we are not abstracting from the cause-effect relationship that 

the observer is witnessing. We are facilitating a description of the phenomena in terms of 

the forces which directly cause it to occur. Such a description is known within Dennett’s 

work as a physical stance20, because these descriptions are given in terms of physical 

forces. The physical forces described by physical sciences, then, provide a description in 

terms of physical forces. That is not to say that interpretations facilitated by the physical 

sciences are a perfect description of the forces at work, or that they should be (according 

to anti-veritism, the accuracy of the description is a moot point anyways). Rather, it is 

merely to point out that descriptions in the physical sciences are concerned with 

facilitating a description in terms of the physical forces which cause a given 

phenomenon. 

 As the cause and effect relationship between forces and their respective effects 

becomes more complex, it becomes substantially more difficult to facilitate these kinds of 

descriptions. The primary example of phenomena which exhibit this feature of 

complexity (coincidentally the class of phenomena which interests economists) are 

phenomena of human behavior. Unlike the subjects of physical sciences, the relationship 

between human action and the physical forces which causally determine it are both 

difficult to observe and highly complex21. Even simple actions, like the act of getting out 

                                                 
20 Dennett, 2009. pp. 2-5 
21 Dennett, 2003. p. 39.  Dennett draws the analogy that human action derives its complexity in the same 

way as the “complex” agents of the Conway’s game of life. We are governed by simple causal forces, but 
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of bed in the morning, are incredibly difficult to describe in terms of physical forces. 

Such descriptions would require us to describe intricate sets of biological and chemical 

processes that result in the observed action. 

At the very least, the physical stance requires that the cascades of chemicals that 

create and coordinate thought, muscle movement, sense awareness, and so on all be 

accounted for in the exact order that causes the perceived action. This is troubling for the 

prospects of providing a physical stance description, because our grasp of the causal 

forces at work in the human body as they relate to conscious action is loose to begin with. 

At this point, we are scientifically incapable of even providing a complete taxonomy of 

chemical reactions occurring in the brain, let alone linking those chemical reactions in a 

causal chain all the way through the various systems of the body in order to describe my 

action of getting out of bed in the morning.  

When it comes to the physical forces that truly motivate action, we only know 

some basics. A scientist may be able to explain, for instance, how your brain causes an 

arm to move. But even this explanation pushes the boundaries of our scientific 

understanding, and results in highly complex physical stance descriptions.  

Because the physical systems causing human action are so complex (and our 

understanding of those forces so comparatively dim), the complex physical stance 

description that would accompany it is exceedingly difficult to generate. Physical stance 

descriptions require one to know all of the physical forces at work and the order in which 

they work to determine the precise effect which we will observe. In the case of human 

action, we don’t even have a complete account of the physical forces in play. Even if we 

                                                 
as more complex systems are built with simple rules, the result is an increasingly complex relationship 

between causal forces and observed phenomena.  
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did have a complete picture of the forces at work, we would still have to provide the 

account of the relationships between these forces and how certain amounts of certain 

forces result in specific actions. Without a complete understanding of the physical forces 

at work in the first place, our chances of generating a satisfying account of the 

relationships between them and their end result are slim. We simply do not have enough 

scientific information regarding the subtle complexities of human action to allow for 

physical stance descriptions of that subject.  

 Thus, the complexity of the relationship between human action and the physical 

forces which determine it makes the provision of a physical stance description of action 

effectively impossible22. In order to describe this kind of phenomena, we require a form 

of description which does not appeal to the cause and effect relationship between 

physical forces and their observed effects. We cannot use the physical stance to describe 

such phenomena, because such an account is too complex for us to readily provide. 

 Instead, economists employ the intentional stance, which greatly reduces the 

complexity of our description by relaxing our descriptive requirements. Instead of tracing 

effects all the way back to physical forces, the intentional stance allows us to treat one’s 

reasons for acting in a certain way as the effective cause of any given human action. This 

means we can consider human action to be caused directly by reason, without the 

obligation to consider the source of those actions  in terms of the physical forces which 

determine them23.  

                                                 
22 Dennett, 2009. p. 2. In Dennett’s own words, “seldom practical”.  
23 Dennett, 2009. pp. 5-6. In fact, Dennett argues that we give these descriptions of human behavior almost 

compulsively in order to understand the actions of those around us. Dennett points out that the in order to 

think driving on public roads is safe, we must internalize a description of others as having the capacity to 

reason that they should follow the rules of the road.  
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 Like the physical stance, the intentional stance derives its name from the terms in 

which it gives explanations. Descriptions of this form are given in terms of the intentions 

which lead to an observed action. Analytically, our intentions are identical to our reasons 

for acting in a certain observable way. An intentional stance description of the action of 

eating a sandwich is as follows: She ate a sandwich because she was hungry. Like the 

rock falling due to gravity, I can complicate this picture by stipulating a more 

complicated intentional stance description. For instance, she ate a salad rather than a box 

of cookies because she believes that a salad is more nutritious than cookies. Notice that 

the intentional stance descriptions are not necessarily differentiable from physical stance 

descriptions by virtue of their complexity, but rather by virtue of the causal force to 

which they appeal. While the physical stance appeals to physical forces, the intentional 

stance appeals to the reasons one would give in order to explain observed effects.  

 The advantage realized by this descriptive shift is that it greatly reduces our 

explanatory commitments when describing complex phenomena like human behavior24. 

While it is exceedingly difficult to explain any action in terms of the physical stance, 

understanding those actions in terms of an intentional stance is quite intuitive. After all, 

the act of reason itself is comparable to the intentional stance narrative told in our own 

minds whenever we decide to act25. When we act, we tell a story in our mind that 

explains our actions in terms of the reasons we have for taking them. The intentional 

stance simply seeks to provide such an account for the actions of other observable 

                                                 
24 Dennett, 2009. p. 4. “Instantly your problem of predicting and interpreting their behavior is made vastly 

easier than it would be if you tried to use the physical… stance.”  
25 Dennett, 2009. p. 5  “when we treat each other as intentional systems, using attributions of beliefs and 

desires to govern our interactions and generate our anticipations, we are similarly finessing our ignorance 

of the details of the processes going on in each other’s skulls (and in our own!) and relying, unconsciously, 

on the fact that to a remarkably good first approximation, people are rational”. 
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entities, whose cognitive processes are unobservable. The prime example is other human 

beings. We assume that other humans possess a capacity to reason which is similar to our 

own. As such, we are willing to employ the story we would tell in our minds when we act 

as a form of description for the actions of others.  

 Because economics is solely concerned with facilitating descriptions and 

predictions of human behavior, it makes sense that economists would employ the 

intentional stance exclusively. To explain the behavior of individuals in terms of self-

interested preference satisfaction is indeed to provide an account of behavior in terms of 

the reasons that the individual would possess that would motivate this behavior. If I want 

to explain, for instance, why an individual will choose commodity bundle A (which 

contains more of good x and less of good y) over commodity bundle of B (which contains 

more of good y and less of good x), I would say that the individual prefers good x to good 

y. This explanation does not attempt to explain what forces cause the individual to prefer 

good x to good y, and thus does not attempt to facilitate a physical stance description. 

Rather, we describe the action in terms of the reasons which are rationally consistent with 

the observed effect. Because the individual prefers good x to good y, they choose bundle 

A.  

 The same intentional stance descriptions are employed by economists when 

describing the actions of larger conglomerates of individuals, such as firms and 

government institutions. The Fed wants to avoid runaway inflation, and resultantly does 

not increase the money supply in order to pay off government debt. Firms seek to 

maximize expected returns, and thus produce at the point where marginal cost equals 
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marginal benefit. These descriptions are all formally consistent. They appeal to a reason 

that the individual or institution would give in order to explain their behavior.  

 Given the prevalence of intentional stance descriptions in economic theory, it is 

safe to assert that economic theory is defined, at least in part, by its commitment to 

descriptions given in terms of the intentional stance. To be sure, this is not a commitment 

that the physical sciences share. We can show this easily in terms of the example given 

thus far regarding the laws of gravity. Consider the description that gravity causes a rock 

to fall in a constant acceleration when dropped from a given height. Notice that there is a 

distinct absence of any form of reason giving in this kind of explanation26. In order to 

explain why the rock falls at the rate it does, it is not necessary to appeal to any reason 

that either the rock or the force of gravity would give to explain this action. The gravity 

equations themselves are just a formal expression of our understanding of the physical 

force that drives the effect we are observing.  Since we can give such a formal account of 

the physical forces at work, it is unnecessary to speak of gravity as a force motivated by 

reason. Rather, its characteristics are defined by our description of the force itself.  

 More generally, physical sciences are exclusively concerned with generating 

accounts of physical forces which explain observed events. Formal accounts of physical 

forces are the only acceptable form of theory in the physical sciences. No physicist would 

seriously entertain the idea of developing a theory of the gravity in terms of gravity’s 

reasons for acting. They would reject the theory as contrary to the established paradigm 

                                                 
26 Dennett, 2009. p. 3. Dennett argues that we do not have to rely on abstracting explanations for simple 

phenomena that can be understood without the use of the intentional stance. For instance, “An alarm clock 

is so simple that this fanciful anthropomorphism is, strictly speaking, unnecessary for our understanding of 

why it does what it does”. That is not to say that all physical laws are as simple as an alarm clock, but 

rather to say that we do not want to understand physical laws in terms of “fanciful anthropomorphisms”.  
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of physical stance description. This is where the distinction between physical science and 

economics lies. The descriptive commitment of economics must not be the same as that 

of the physical sciences. Such a commitment would obligate economics to facilitate an 

account for the physical forces determining every action we take, and economic theory 

makes no attempt to do this. Economic descriptions, in their most basic form, start with 

reason as the building block from which descriptions are built. Economists assume that 

whatever reasons we give, the cause for those reasons is either unknowable or irrelevant. 

This precludes the explanations of economics and physical science from being analogous 

on a very basic level.  

 So, in contrast with Friedman’s third commitment, it appears that positive 

economics and the physical sciences are distinct in at least one way. They provide 

different forms of description. 

However, Friedman would be inclined to refute our distinction. This refutation 

would not deny the distinction itself, but rather deny its relevance. It may be true that the 

use of the intentional stance distinguishes the physical sciences from economics, but does 

this distinction effect the conclusion that the two studies are equally insulated from 

normativity by virtue of their identical, value-neutral methodologies? It may be that 

regardless of the type of description we give, the ultimate goal of objectively assessing 

predictive accuracy is uncompromised so long as we are neutral in our assessment of the 

validity of the explanations we give. After all, this is the line of argument that justifies 

ignorance towards the normative dimension of theoretical concepts in positive economics 

in the first place, and it seems no less relevant in light of the point that the explanations in 

the two studies are not analogous. In theory, a value-neutral stance could be adopted 
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towards either an intentional or physical stance. So, while the distinction drawn in this 

section does disprove the supporting claim that physical and social sciences are 

practically indistinguishable, it does not defeat Friedman’s overarching argument that 

positive economic theory is insulated from normativity by virtue of its explicit concern 

with predictive accuracy. In order to challenge this argument, it must be shown that the 

distinction we have just drawn poses a threat to the value neutrality of positive economic 

inquiry, even when positive economics is practiced under anti-veritist guiding principles 

that are solely concerned with the predictive accuracy of the theory.  

1.4: Implications: The Normativity of Intentional Stance Descriptions 

Friedman’s argument addresses problems which could be caused by employing 

the intentional stance as a basis for positive economic theory. Friedman eliminates these 

concerns by pointing out that evaluation through predictive accuracy, rather than an 

evaluation of the accuracy of a theoretical description, eliminates the possibility of 

normatively biased conclusions being drawn from a given theory by way of the 

intentional stance. Theories, under Friedman, are accepted or rejected on the basis of 

predictive accuracy, which is an objective27 criterion.  

This does not eliminate the potential for a given theory to maintain normative 

viewpoints. Rather, it makes the normative content of the theory irrelevant. Normative or 

not, if the theory predicts accurately, it is an acceptable theory. If another theory comes 

along which proves to be more predictively accurate, we will adopt that theory over the 

previously established theory. We will make adjustments to the theory based not on our 

normative preclusions, but rather on the basis of their relative predictive accuracies. This 

                                                 
27 In this paper, the word ‘objective’ is taken as analogous to the term ‘non-normative’. The same appears 

to be true in Friedman’s work.  
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is the methodological movement which separates positive economics from normative 

considerations.  

This movement is largely predicated on the premise that any methodological 

commitments which are effective in the physical sciences would be equally effective 

when applied to the social sciences. For Friedman, we can take this premise as true, 

because physical and social sciences are indistinguishable (setting aside apparent 

differences in subject matter). Thus, the implications and effectiveness of the anti-veritist 

methodology in the physical sciences and economics are identical. Importantly, this 

means that positive economics is no more normative than the physical sciences 

themselves. 

We have successfully broken down the premise upon which this methodological 

shift is predicated by showing the physical sciences and economics to be fundamentally 

distinct in terms of the sorts of descriptions which they provide. One study is grounded in 

the physical stance, while the other is grounded in the intentional stance. However, we 

have not yet shown how this distinction affects the conclusion that the anti-veritist 

methodology guarantees objectivity in positive economic practice. In order to achieve 

this, we must show that the distinction drawn in the previous section poses a serious 

threat to the normative insulation afforded by applying an anti-veritist methodology to 

economic theory. We must show that predictive accuracy alone does not guarantee 

objectivity in economic theory, because intentional stance descriptions are necessarily 

normatively loaded.  

  To understand why intentional stance descriptions are necessarily normatively 

loaded, we must examine the relationship between the interpreter and the intentional 
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stance description which they provide more closely. As the previous section notes, the 

intentional stance allows us to fill interpretive gaps created by complexity by allowing for 

interpretations of phenomena in terms of the reasons an individual would give for acting 

in the way that an economist observes, rather than in terms of the physical forces which 

cause the action to occur. While appeals to reason simplify our explanatory 

commitments, such appeals also imports normativity into the description we give28.This 

is apparent when we consider the method employed to determine which reasons to 

attribute to a given action.   

When we employ an intentional stance description, we give an explanation in 

terms of reasons which are rationally consistent with the given action. In other words, we 

decide which reasons we will assign to a given action by evaluating the rational 

consistency of the reason we’re giving with the action that we observe29 An economist 

determines the description they will give by evaluating which reasons would be rationally 

consistent with the action which the agent takes, and the end the agent is trying to 

achieve. A firm lays off workers in response to demand shocks because that action is 

rationally consistent with the end of maximizing expected returns. It is intelligible to us 

as a reason for the firm to cut wages. Inversely, saying that a firm cuts wages because the 

firm wants to produce more green sweaters is a rationally inconsistent description of the 

action. There is no rational consistency between the desire to produce more green 

                                                 
28 Dennett, 2009. p. 5. Dennett addresses this lack of objectivity when he points out that the intentional 

stance requires one to, “[rely] unconsciously, on the fact that to a remarkably good first approximation, 

people are rational”. 
29 Fodor and Lepore, 1993. p. 3. Here, we are ascribing to a particular view of the intentional stance, known 

as interpretive normativism. In the words of Fodor and Lepore,  “Normativism is the claim that the attitudes 

that an interpreter attributes to a creature are constrained by the requirement that, in general, the creature 

should be represented as having the beliefs it ought to have and the desires whose satisfaction would be in 

its interest.” 
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sweaters and the action of cutting wages. The desire to produce more green sweaters is 

not intelligible as a reason for wage cutting activities. Thus, the economist is necessarily 

incapable of interpreting the desire to produce green sweaters as a reason for the action of 

cutting wages30. It is not a viable intentional stance description of the action we are trying 

to describe. 

This indicates that the concept of rationality plays a greater role in the formulation 

and interpretation of economic theory than the standard view implies. According to the 

standard view, rationality (for theoretical purposes) is an intentional stance description 

that has proven to be predictively accurate, and thus is invoked in the theory. But 

rationality is more than just an intentional stance description. It is a characteristic of 

intentional stance descriptions. All intentional stance descriptions are implicitly rational, 

with or without the constituent assumption that rationality is an adequate intentional 

stance description of economic agents. Our very ability to formulate an intentional stance 

description in the first place relies implicitly on the concept of rationality.  

The above example illustrates this point nicely, but it does not highlight the full 

extent of the problem. Let us explore an expanded example. When economists describe 

firms, they assume them to be rationally self-interested. Because of this, economists posit 

that the firm is interested in maximizing its expected returns. This leads us to conclude 

that firms will take actions consistent with the end of maximizing expected returns. To 

draw out the implications of this statement, we evaluate which actions a firm can take 

                                                 
30 Wedgwood, 2010. p. 162. Wedgwood describes two principles which intentional ascription must adhere 

to in order to retain intelligibility. “The first is the principle that the choices that one makes are correct if 

and only if one will realize those choices, and thereby act in a way that is genuinely choiceworthy; the 

second is the principle that a choice is rational (in relation to a body of information I) just in case—to put it 

roughly—given I, that choice maximizes one's rational expectation of coming as close as possible to 

choosing correctly” 
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that would be consistent with the described end. Producing where marginal cost meets 

marginal revenue, reducing supply in response to leftward demand shifts (demand 

shock), reductions in demand for labor in response to an increase in the minimum wage; 

all of these actions are consistent with both our intentional stance description of the firm 

and the end the firm is trying to achieve. Thus, these are predictions that we are capable 

of making based on the theory we have put forward.  

However, there are also predictions that we could make which do not follow from 

the theory we have outlined. Given that the firm wants to maximize its expected returns, 

it would not make any sense to predict that the office of every firm’s CEO will be facing 

to the north. This prediction is unintelligible. There is no rational consistency between the 

desire to maximize returns and the decision to work out of a north facing office. 

Similarly, we cannot predict, given our assumptions, that a firm will increase production 

in response to a demand shock. It doesn’t make sense for the firm to do this. The action is 

rationally inconsistent with the end they are trying to achieve.  

This example shows that the range of possible predictions we can make is limited 

by our normative consideration of which actions are consistent with the ends our theory 

has established. The fact that we can distinguish between actions that do or do not make 

sense given the stipulations of a particular theory implies that we must somehow be 

evaluating the predictions we make based on the theory prior to engaging in any 

empirical testing of the prediction. This evaluation is focused on determining whether or 

not the action is consistent with the given end.  
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 The consideration of rational consistency between predicted action with described 

goals introduces the normative viewpoint of the observer into our description31. In order 

for an action to be consistent with a given end, it is implicitly necessary that the reasons 

an actor would have to take the given action be, in the eyes of the interpreter, rational. 

This is the only way the actions make any sense to us as observers. But rationality is a 

normatively loaded concept. My definition of what a rational action would be when given 

a specific goal is to some degree defined by my normative commitments regarding what 

actions qualify as rationally consistent with my goals. Rationality is a normative standard 

of conduct. So, it appears that the evaluation we are preforming on our descriptions is a 

form of normative evaluation, as well as a test of intelligibility. We must evaluate 

whether our descriptive inferences follow as reasons which are rationally consistent with 

a given action, and rationality is not a concept that can be objectively defined.  

Since the premises and conclusions of positive economics are concerned with 

descriptions of human behavior, we must also necessarily be imposing a normative 

standard of conduct on the objects of our observation when we define which actions are 

rationally consistent with which ends. When we say that hiring during a demand crisis is 

rationally inconsistent with the end of maximizing expected net returns, we are passing 

the normative evaluation that such an action would be irrational, given our goals.  

An understanding of which actions follow rationally from proposed reasons is 

necessary in order for us to make sense of our intentional stance description, but it 

                                                 
31 Wedgwood, 2010. p. 169.  Interpretive normativity is introduced because, “it [is] very hard to see how 
any thinker could possess a concept without having any disposition to use the concept in any 
rational way”. Not only is it very hard to see, but it is impossible for us to understand at all. The 
supposition that we do have some kind of disposition to use a concept in a rational way is the 
supposition that allows for intentional inference in the first place.  
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fundamentally defeats the claim that positive economic theory is non-normative. 

Intentional stance descriptions cannot be non-normative, because without a normative 

standard of rational consistency dictating the relationship between our goals and our 

actions, we cannot understand intentional stance descriptions at all. We cannot posit 

potential reasons for a given action without having a normative standard of which reasons 

should cause which actions. This fact affects both the descriptions and predictions of 

economic theory. Thus, the problem is not remedied by attendance to anti-veritist 

methodology. 

The normative standard of rational consistency is inextricable from the intentional 

stance, because without some kind of theory regarding the connection between reasons 

and action, the intentional stance would be a useless form of description. If we did not 

believe in any connection between reason and action, then it would make no sense to 

describe action in terms of reasons. By employing the intentional stance, economists 

affirm that there is a connection between the two. The connection between reason and 

action is rationality. And rationality is, by definition, a normative concept. So, in order to 

give any intentional stance descriptions, it is unavoidable that the observer be implicitly 

committed to a normative theory of rationality. We must make normative evaluations in 

order to determine which reasons would cause which actions. Specifically, we must 

evaluate the connection between reason and action in terms of rational consistency.  

A focus on predictive accuracy cannot eliminate normativity from economic 

inquiry, because even if we evaluate the predictive accuracy of rationality as an 

intentional stance description, it is still the case that our descriptions from the intentional 

stance must conform to a normative standard of rationality prior to our assessment of 
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predictive accuracy. Otherwise, the descriptive theory in question would be unintelligible 

to begin with, and therefore untestable. Not only is economic theory driven by an 

assumption of rationality, but the entire practice of formulating intentional stance 

descriptions is normatively governed by the concept of rational consistency. It follows 

then that the only way to achieve objectivity in positive economics would be to abandon 

the use of the intentional stance entirely. Given the difficulty of formulating an account 

of human behavior that does not rely on a connection between reason and action, it is 

likely better to bite the bullet, and accept that no inquiry into the causes of human 

behavior is capable of pure objectivity. 

1.5: On the Presence of Normativity in Economic Theory 

An understanding of the relationship between reason and action is necessary in 

order to provide and make sense of intentional stance descriptions. However, our 

standards for defining the relationship between action and reason are undeniably 

normative. Normative standards of coherence between our conceptual understandings and 

the choices we make as a result are the very essence of the connection between reason 

and action.  

 Not only is it necessary to have some form of understanding regarding the logical 

connection between reason and action, but furthermore, the standard relationship between 

the two is non-negotiable within intentional stance descriptions. Intentional stance 

descriptions relate reason to action through the concept of rational consistency. Insofar as 

rationality is a normative concept, we can take this to mean that all intentional stance 

descriptions are predicated (at least implicitly) on the normative viewpoint that the 

individual in question will act in a way that is rationally consistent with the reasons we 
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ascribe to their actions. Thus, it must be the case that intentional stance descriptions are 

normatively loaded, at least in the sense that they posit rationality as the mechanism 

which links reason to action.  

 When economists make predictions, they predict on a basis of which actions are 

rationally consistent with the reasons prescribed to the actor in question. This is 

unavoidable, since economists employ the intentional stance. However, this predictive 

method implicates economists in establishing a normative viewpoint regarding the 

connection between reason and action. It shows that economic predictions, like all 

intentional stance descriptions, are constrained “by the requirement that, in general, the 

creature should be represented as having the beliefs it ought to have and the desires 

whose satisfaction would be in its interest”32. This constraint is not a normative 

constraint, but nonetheless, it is a constraint which all of positive economics must adhere 

to in order to retain any intelligibility as a theory. Without this normative constraint, the 

link between our actions and the reasons we have for taking them would be unintelligible.  

 Adherence to a normative constraint is clear proof that Friedman’s application of 

the anti-veritist thesis to economics fails to insulate positive economics from normativity. 

The normativity of economics is found not within the concepts we employ in the theory, 

but rather in the way that we relate those concepts to concrete, observable actions. 

Friedman’s methodology relies on the ability to convert reason to action, because the 

observed actions are the only portion of economic theory that can be empirically verified 

in the first place. But we cannot arrive at our predictions without normative 

consideration; we can only form our predictions by way of normative evaluation. Thus, a 

                                                 
32 Fodor and Lepore. 1993. p. 3 
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non-normative evaluation of the begotten prediction does not address the problem at 

hand.  

 So, while Freidman’s account is true to the methodological framework laid out by 

the anti-veritist position, it is false to conclude that adherence to this position guarantees 

freedom from normativity within positive economic inquiry. Even if we are to conclude 

that the content of our descriptions is meaningless, the process of converting description 

to prediction through the intentional stance still introduces an unavoidable dimension of 

normativity to our theoretical understanding of the phenomena we are interested in 

explaining. Since we must convert descriptions into predictions in order to test any theory 

under the anti-veritist view, this statement implies the presence of a hopelessly 

entrenched form of normativity at the very heart of positive economic practice. While it 

is true to say that positive economics is concerned solely with the generation of accurate 

predictions, it wrong to conclude that the practice of positive economics is non-normative 

by virtue of that restricted focus. So long as we rely on the intentional stance to facilitate 

economic theory, this will never be the case.  

This conclusion can be interpreted as a partial victory for the thesis that normative 

principles are inextricable from economic inquiry. The establishment of the normative 

principle of rational consistency and the illumination of its role as an integral component 

of economic descriptions given through the intentional stance does prove our point, in a 

strict sense. However, the form of normativity we have identified thus far is exceedingly 

thin, and its influence on the theories which we generate in observance of this normative 

principle threatens to be inconsequential. This exposes us to criticism from Friedman’s 

camp, who would argue that the normativity which we have described thus far exercises 



30 

no discernable influence on positive economic theory. We have proven the thesis that we 

set out to in Chapter I, but arguably, we have done so on little more than the basis of a 

philosophical technicality. 

The second chapter of this thesis aims to reinforce our claim to normativity within 

positive economics by way of an expanded argument. This argument will define more 

clearly the extent and form of the normative commitments operating within the theories 

of positive economics. In this way, we can view the conclusion of Chapter I as the 

opening of a door to a larger, more significant normative claim, rather than as the 

absolute limit on the scope of normativity within positive economics. 
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Chapter II 

On A Second Normative Principle of Economic Description: 

The Consequences of Normativity in Positive Economics 
 

2.1: A Second Normative Principle 

The conclusion of Chapter I leaves us an explicit goal: to expand and detail our 

understanding of normative mechanics within the study of positive economics. So far, we 

have located one normative principle within economic theory and defended it at length. 

In Chapter II, we expose and defend another source of normativity within positive 

economics. However, before we do so, we must refine our current discussion of the 

normativity within positive economics. This involves expanding our understanding of 

agential descriptions, which are the types of descriptions we are afforded by the 

intentional stance.  

In order to achieve this goal, we can translate our current conclusion into the 

language and intellectual structure of Christine Korsgaard. In the book Self-Constitution 

as well as in several essays, Korsgaard expresses a commitment to a particular set of 

views regarding the nature of agency33. These views square directly with our discussion 

of rational consistency within intentional stance descriptions. The first task of Chapter II 

is to establish Korsgaard’s theory of agency as a viable interpretation of the commitments 

implicit within intentional stance. We find that Korsgaard’s conclusions regarding the 

                                                 
33 Korsgaard, 2009, ch. 1-3; Korsgaard, 2012. Korsgaard, 2014. In this essay, we are primarily concerned 

with a few key ideas expressed in the opening chapters of Self-Constitution. However, Korsgaard’s 

philosophy of agency is extensive, and includes the latter references.  
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normative dimension of agency elegantly describe the mechanism through which we 

generate intentional stance descriptions34. 

Once the connection between the ideas presented in this thesis and the ideas of 

Korsgaard’s work is secure, we explore the effect of normative principles on our agency 

(and thus, our conjectured descriptions of agency). We see that a commitment to rational 

consistency is not the sole normative principle which exercises an effect on our agency 

(and, by extension, the descriptions we generate regarding agency). We discover that 

another, more heavily weighted normative principle also affects the picture painted by an 

economic description. This indicates that the description upon which any economic 

prediction is based is influenced not only by positive data, but also by normative 

commitments implicit within our descriptions. Thus, it will be shown that normative 

principles do play a consequential role in shaping positive economic theory. 

2.2: Korsgaard’s Principles of Reason 

In order to refine our discussion of the concept of rational consistency as it applies 

to intentional stance descriptions, we will borrow a set of terms from Self-Constitution35. 

In particular, we are interested in the idea of “principles of reason”36, which are relevant 

to our thesis regarding the requirement of rational consistency in the intentional stance.  

Korsgaard’s principles of reason are criteria for agential action. Korsgaard takes 

the principles of reason to be constitutive of proper agency37. Any agent who does not 

adhere to the standards of the principles of reason is, under Korsgaard, considered to be 

                                                 
34 This makes intuitive sense, because our main resource for generating intentional stance descriptions is by 

considering our best what an individual agent would do in response to a particular stimulus. 
35 Korsgaard, 2009, ch. 3 discusses the following distinctions at length.  
36ibid, ch. 3.1.1, p. 45 
37 Korsgaard, 2009. ch. 2, ch. 3. Korsgaard begins by arguing that action requires agency, and then 

proceeds to argue that agency requires a set of principles which guarantee unity among our actions.  
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an imperfect agent. Those agents whose actions deviate sufficiently from the principles of 

reason laid out by Korsgaard risk having their claim to agency revoked. Agency, for 

Korsgaard, is conferred in degrees38. The degree to which one possesses agency is 

governed by the alignment between one’s actions and the principles of reason. Only those 

who act in perfect accord with the principles of reason can be considered agents39 in the 

fullest sense. This leads Korsgaard to conclude that the possession of agency is governed 

by our normative conception of what it means to be an agent. 

While Korsgaard uses her own proof to establish the thesis that agency is 

governed by normative principles of reason, we need not explore it here. Our argument 

thus far has already established this claim, albeit indirectly. Our chief complaint 

regarding intentional stance descriptions has been that it is impossible to posit a particular 

description of human action without adhering to some normative principle of what human 

action would ideally look like. We have identified rational consistency as a key 

normative principle which renders a description of action intelligible to us. In order to 

reach the conclusion that Korsgaard’s principles of reason relate to our thesis, we must 

prove that the descriptions of agency we generate are based on (and for that reason 

analogous to) our understanding of our own agency.  

For an intentional stance description of action to be intelligible, it is necessary that 

that description reflect certain essential aspects of agency as we understand it. This is 

precisely why rational consistency is an essential feature of intentional stance 

                                                 
38 ibid, ch. 1.4.8; 3.1.1. Korsgaard first argues that “some actions are more genuinely actions than others” in 

1.4.8, and reasserts these claims as well as the claim that “the extent to which a movement is an action is a 

matter of degrees” in 3.1.1 
39 ibid 3.1.1 
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descriptions and agency alike. Thus, descriptions of agency and agency itself must both 

exhibit a feature of rational consistency. 

However, Korsgaard’s work is more extensive than our work thus far. Korsgaard 

identifies not just one normative principle of reason, but rather an entire taxonomy of 

different normative commitments which underly agency40. Within this taxonomy, there is 

a distinction of particular interest. 

 The distinction in question lies between two different forms which a given 

principle of reason can take. Korsgaard distinguishes between substantive and formal 

principles in the following discussion: 

…a substantive conception of morality identifies morality in terms of its content, while a formal 

conception of morality identifies it with a method of reasoning about practical issues.41 

 

To identify “morality in terms of its content” means to identify moral action in terms of 

substance. When we use the term “substantive” in reference to a particular principle, 

what is meant is that the principle in question makes a statement regarding the content of 

the action, rather than a judgment regarding the process under which that action was 

determined. Korsgaard gives the examples of keeping promises, giving to charity, telling 

the truth, and like actions42. These examples all posit a specific action as an ideal action. 

Therefore, they are substantive in their definition of proper action. In contrast, identifying 

morality in terms of the “method of reasoning [applied to] practical issues” is exemplified 

most clearly by the imperative method of Emmanuel Kant43. Thus. Formal principles 

                                                 
40 Korsgaard, 2009. Much of the writing in Self-Constitution is geared towards this project.  
41 Korsgaard 2009. 3.1.3, p. 47 
42 ibid 
43 Korsgaard, 2009. p. 48 



35 

identify proper action not in terms of the content of the action, but rather in terms of the 

method through which we determine our actions. 

 Korsgaard’s formulation of the instrumental principle, as well as our own use of 

the principle, implies that the principle is formal, rather than substantive. To observe this, 

note that the instrumental principle makes no claims regarding the substance of our ends, 

but rather on the form that our agency must take in order to be coherent with those ends. 

The instrumental principle does not say anything about what those ends ought to be. 

Thus, it is not a substantive principle. Similarly, the intentional stance does not require 

any particular end be pursued in order to be intelligible. Both agency and intentional 

stance descriptions simply require that our actions be consistent with our ends. This 

amounts to a constraint on the form of our agency, rather than a constraint on the 

substance of our agency. Under the instrumental principle, we cannot take actions that are 

incoherent with our ends, but there are no restrictions regarding what our ends ought to 

be. Since the instrumental principle says nothing regarding what our ends should be, it 

must be a formal principle. 

In conclusion, we can safely say that our instrumental principle qualifies only as a 

formal evaluative principle, rather than a formal or substantive moral principle. In order 

to strengthen our thesis on the presence of normative principles in positive economics, 

then, it is necessary to expand the range of normative principles in play in within positive 

economic theory. We want to see that additional principles come into play when we posit 

intentional stance descriptions of agential behavior.  

While the instrumental principle may not carry any moral weight itself, it signifies 

that the structure of intentional stance descriptions is governed by at least one of the same 
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principles which govern agency itself under Korsgaard. This provides a reason to explore 

the question of whether or not any other aspects of Korsgaard’s philosophy are applicable 

to our discussion. If there is one direct link, perhaps there are more.  

2.3: The Maximization Principle 

To find evidence of additional principles of reason which govern economic 

descriptions, we turn to examine the description of the economic agent which positive 

economics entertains. We have successfully identified one guiding principle which 

shapes our description of the economic agent: the instrumental principle. However, it is 

possible that the instrumental principle is not the only principle which exercises 

normative guidelines on economic descriptions of agency.  

 Korsgaard provides us with an entry point for expanding the notion that economic 

descriptions from the intentional stance contain at least one additional principle which 

guides our formulation of a given description. Following her discussion of the 

instrumental principle, Korsgaard turns to discuss possible candidates for a principle of 

reason that fulfills the role of what she refers to as the “missing principle”44. In particular, 

Korsgaard considers one principle as a candidate to resolve the challenge of the missing 

principle, which she derives from the utilitarian position. 

According to Korsgaard, the instrumental principle is not entirely sufficient as a 

description of agency. Descriptions of agency require some principle which instructs us 

as to which conjunction of our ends we ought to seek the satisfaction of. The instrumental 

principle cannot achieve this goal. It merely instructs us to take the rational means to a 

given end45. It does not specify any system through which to rank particular ends against 

                                                 
44Korsgaard, 2009. ch. 3.3.1, p. 52 
45ibid, ch. 3.3.1, p. 52. This argument is borrowed directly from Korsgaard 
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one another. In order to choose which ends to pursue among the catalogue of possible 

ends, it is necessary to have some further principle which allows us to rank possible ends 

and choose which ends an agent ought to satisfy. In order for our choices among different 

ends to be consistent with Korsgaard’s theory, we require some principle which provides 

a formal mechanism through which to make our choices regarding which ends we ought 

to pursue. Without such a principle, our choices between given ends become 

unintelligible. Instead, the choice between ends appears arbitrary. Thus, under Korsgaard, 

the choice between ends would be a choice devoid of proper agency.  

Further, the choice to fulfill every end that is beneficial to us is an impossible 

choice to make. As such, it is an invalid resolution to the problem posed by the inability 

of the instrumental principle to specify some ends as more fit to be fulfilled than others46. 

Insofar as we must choose certain ends to pursue, we require a system for determining 

which ends we ought to pursue. Since the instrumental principle cannot offer guidance as 

far as which particular ends we should choose, we require another principle of reason in 

order to allow for agential behavior which chooses between different desirable ends.  

In order to resolve the problem of indeterminacy regarding which ends we ought 

to pursue, Korsgaard requires a principle which instructs us to take on only the task of 

fulfilling certain ends. In order to be compatible with Korsgaard’s theory (which states 

that the principles of agency be formal, not substantive47), such a principle would have to 

specify the method through which we are to determine the ends we ought to take, and 

which we ought not to take, without making any specific claims regarding which ends are 

                                                 
46 Korsgaard, 2009. ch. 3.3.1, p.53. As Korsgaard points out, it is unreasonable to think that the satisfaction 

of every desired end is possible for any agent, and for that reason, agential behavior cannot be predicated 

on a commitment to satisfy every desired end. 
47 ibid, ch. 4.  
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in fact desirable. This is consistent with a formal principle, which speaks not to the 

substance of a desirable principle, but rather to the method through which we determine 

it. 

Economists as well require such a principle to inform their intentional stance 

descriptions of economic agents. As we have shown, it is often the case that many of the 

same characteristics which govern the intelligibility of our own agency similarly govern 

the intelligibility of the intentional stance descriptions we give in our explanations of 

agency. It is no surprise then that economic descriptions also require some kind of 

principle in order to make sense of choices within a catalogue of ends, for the very same 

reason that Korsgaard’s description of agency requires such a principle. Without it, we 

simply cannot make sense of our choices among ends, and an unintelligible description is 

useless. 

 Here, utility theory’s principle of maximization enters Korsgaard’s discussion as 

a possible principle to resolve the problem of indeterminacy among ends. As Korsgaard 

explains, the principle of maximization, a fundamental principle of J.S. Mill’s utility 

theory, fulfills the objective of selecting among possible ends by stating that we ought to 

pursue those ends which lead to a maximization of total satisfaction48.  

The maximization principle holds that the best way for an individual to act is in 

the way that maximizes their total satisfaction49. This is useful for the problem at hand, 

because it gives us a frame of reference in which we can begin to rank our preferences 

among different ends. We can rank preferences with respect to the ultimate goal of 

                                                 
48 Korsgaard, 2009. ch.3.3.2.  
49 ibid, 3.3.3 - 3.3.5. In the beginning of this discussion, Korsgaard calls the principle in question a 

“principle of prudence”. It is not until 3.3.5 that the idea of a “maximizing principle” enters the discussion.  



39 

maximizing our net-total satisfaction. This is helpful, because it explains why choosing to 

study for an exam is better than playing poker. Thus, the maximization principle offers a 

more elegant solution than, say, hedonism might to the problem of ranking ends. 

Studying for the exam contributes more to my net-total satisfaction than poker, and thus, 

I choose to study.  

However, there are two problems which Korsgaard raises against the use of the 

maximization principle, which we will now discuss. Firstly, in establishing the 

maximization of net-total satisfaction as the guiding principle for our selection among 

ends, we implicitly commit ourselves to a substantive notion of the good. Second, even as 

a substantive principle, the maximization principle is not nearly as elegant or desirable as 

it appears to be; in fact, the maximization principle is both unnecessary and incoherent. 

We will address both critiques in turn. 

When we adopt the maximization principle, we commit ourselves to the notion 

that a maximization of total satisfaction is the good which we seek to realize through our 

selection among ends. Because the instrumental principle is not substantive, “it tells us 

nothing about what our ends ought to be”50. In contrast, the maximization principle does 

make a substantive claim regarding the form of the good: that the only truly good thing it 

is a state of maximized preferences. So, while the maximization principle does fill the 

void left when we rely solely on the instrumental principle to describe agency, it does so 

at a cost. We gain the ability to rank our preferences, but also implicitly commit 

ourselves to the substantive notion that the ultimate end which we should prioritize over 

all other ends is the end of maximized preference satisfaction.  

                                                 
50 Korsgaard, 2009. ch. 3.3.1, p.52 
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 To prove that the maximization principle is committed to a substantive notion of 

the good, consider the following critique. Since according to the maximization principle, 

the fulfillment of preferences is a good, then it seems I would want to desire that any 

given preference of mine be fulfilled. However, if under the maximization principle, I 

cannot fulfill a given preference without reducing my total utility, I cannot desire to 

fulfill that preference. At this juncture, utility theory makes a substantive claim regarding 

the good, which is that the maximization principle trumps the desire to fulfill an 

individual preference. Thus, happiness and the good under utility theory are characterized 

by the state of maximized utility, and not the satisfaction of our preferences. Under the 

maximization principle, the good is not actually the satisfaction of particular preferences, 

but rather the achievement of the maximum net-total satisfaction. The ultimate good, 

under the maximization principle, is the maximization of net-total satisfaction. Clearly, 

then, the maximization principle is a substantive principle, because it informs us what the 

substance of a good action ought to be. It tells us that the good is characterized by a 

maximization of net-total satisfaction. 

 Perhaps this would not be a large problem for the argument in favor of the 

maximization principle, were the principle still efficacious and uncontroversial in its 

description of action. However, Korsgaard continues to make the case that even as a 

substantive principle, the maximization principle fails to provide a satisfactory 

description of action. Korsgaard points out that the maximization principle is incongruent 

with the preference of a torrid love affair over a happy lifelong marriage, or a bottle of 

champagne to a hangover free afternoon. Such preferences are unintelligible under the 

maximization principle, because it is likely to diminish total happiness over time. More 
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troubling still, utility theory provides no precise answer as to why we must prefer total 

utility to the utility gained through fulfilling a specific preference. Korsgaard explains:  

 

 It is not clear why we should be willing to sacrifice [specific preferences] for the sake of 

satisfaction, unless we – as it happens – in fact want satisfaction more than anything else. So the 

trouble with this argument is that it does not explain the authority of this version of the principle 

of prudence, but rather simply assumes that overall satisfaction either the only thing a person 

wants, or what a person wants most.  

 

 Since the maximization principle is predicated on the definition of satisfaction as 

the state of maximized utility, the only move available to the utilitarian in justifying the 

maximization principle is simply to assert that maximization, rather than individual 

preference satisfaction, constitutes the good. This leads Korsgaard to label the 

maximization principle as, “substantive, and apparently dogmatic”. The substantive claim 

contained within the principle is much too strict to justifiably be used as a universal 

principle of reason. It provides no strong argument as to why we should observe the good 

of the maximization principle over the good of an individual desire. Thus, the 

maximization principle is unnecessary, in the sense that it is unnecessarily strict. 

Additionally, Korsgaard raises another issue, which is that the maximization 

principle is incoherent. Korsgaard borrows this argument from Bishop Butler. The 

argument is as follows: 

 …you cannot get any satisfaction from the fulfillment of your desire for an object, unless 

you want the desired object for its own sake. But if we also want the particular objects of our 

desires, then it is not clear why we should be willing to sacrifice those particular objects for the 

sake of satisfaction, unless we- as it happens- in fact want satisfaction more than anything else.51  

 

                                                 
51 Korsgaard,2009. ch.3.3.3, p. 55 
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According to the maximization principle, the “particular objects of my desire” constitute 

first order desires, in the sense that we must desire any particular object for “for its own 

sake”. Thus, If I am seeking satisfaction, it must be sought through my fulfillment of 

these first order desires. However, the maximization principle argues that it is not through 

the satisfaction of the objects of my desire that satisfaction is gained. Rather, the 

maximization principle holds that the maximization of satisfaction, and not the objects of 

desire which bring about a state of satisfaction, is the ultimate desirable end.   

This logic is incoherent. In order to have desires which I am capable of satisfying 

at all, it is necessary that those desires be relative to a particular object, and not towards 

the concept of satisfaction itself. To desire the satisfaction of my desires (a second order 

desire) without maintaining a desire for any particular object for its own sake (a first 

order desire) effectively makes the achievement of satisfaction at all an impossibility. 

Since it is necessary to have first order desires in order for satisfaction to be a possibility 

in the first place, it is incoherent to subordinate my desires for particular objects to my 

desire for satisfaction.  

Thus, it is impossible to prefer satisfaction itself to the objects of desire which 

bring about a state of satisfaction, because in order to achieve a state of satisfaction, it is 

necessary that I possess first order desires for particular objects which can be satisfied. 

Otherwise, I would have no way to achieve the end I seek, that being a maximization of 

satisfaction. So, I would not be able to take the maximization of my satisfaction as an end 

unless I am also in possession of first order objects of desire. But, since my first order 

desires are for the objects of my desire, and not for the end of maximized satisfaction, I 

cannot coherently subjugate my first order desires to the dictates of the second order 
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desire. However, in order to take a state of maximized satisfaction as a substantive notion 

of the good, this it is necessary to take the state of maximized satisfaction as good in 

itself; it must be treated as a first order (rather than second order), desire. As we have 

shown, it is impossible for satisfaction to constitute a first order desire, and by that logic, 

it is impossible to subjugate our first order desires for particular objects to the desire for 

satisfaction without incoherence.  

The problematic nature of the maximization principle in tandem with its status as 

a substantive principle leads Korsgaard to reject the maximization principle offered by 

utility theory on the grounds that it is a substantive, unnecessary, and incoherent principle 

of reason52. Under Korsgaard’s theory, only formal principles can govern agential 

behavior. Because the maximization principle requires a substantive appeal to the form of 

the good in order to validate its claim that ends which maximize total satisfaction ought 

to be pursued, it is not compatible with Korsgaard’s theory. Thus, Korsgaard rejects the 

maximization principle, instead opting to leave the principle undefined. In place of the 

maximization principle, Korsgaard appeals to what she calls the “missing principle53”, 

which is more of an analytical statement than a true principle. Korsgaard states that it 

must be the case that some formal principle guides our decisions among the various ends 

we might choose, but she fails to specify exactly what that principle must be. She affirms 

that the missing principle is not the principle of maximization, but also admits that she is 

incapable of saying what exactly the missing principle is. Thus, she labels the principle as 

“missing”54.  

                                                 
52Korsgaard, 2009. ch. 3.1.1 p 46, “only formal principles can be directly normative”.  
53ibid, ch. 3.3.1, p. 52 
54ibid, ch.3.3.5 for Korsgaard’s explanation of the conclusion explained in this paragraph.  
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At this point, it becomes beneficial to distinguish between the project at hand in 

Chapter II and the project taken on by Korsgaard. Korsgaard seeks to establish a theory 

of moral agency which describes the agency of all individuals under a common set of 

formal normative principles55. Thus, her discussion of the maximization principle ends 

with the realization that the maximization principle is an incoherent substantive principle. 

However, the discussion of the maximization principle afforded by Korsgaard’s 

explanation threatens to complicate our understanding of economic descriptions, which 

rely on the concept of a maximization principle. While Korsgaard rejects the 

maximization principle, economists do not. And as Korsgaard has shown, the 

maximization principle exercises a substantive and undesirable normative constraint on 

any agent which adopts it. Further, it follows that any agential description which adheres 

to the maximization principle must necessarily beholden to the same substantive 

commitment which agents who in fact adhere to the maximization principle would be, as 

we have already shown through the instrumental principle. So, if economic descriptions 

employ the maximization principle as it is described by Korsgaard, then this normative 

commitment must also exercise an effect on economic descriptions. 

Economic theory has a well catalogued relationship with the maximization 

principle. Like the utility theorists described by Korsgaard56, economic descriptions are 

also predicated on an implicit substantive notion of the good as a state of maximized total 

satisfaction. This is not a coincidence, considering that many of the original contributors 

                                                 
55ibid, ch. 1.4. In this section, Korsgaard introduces her general thesis, that agency is governed by the 

principles of practical reason. The intricacies of this point (that agency can be described by formal 

normative principles) are revealed in the following chapters.  
56Korsgaard, 2009. ch. 3.1.3, ch 3.3.2. The prominent utilitarians referenced by Korsgaard are J.S. Mill (p. 

54), Henry Sidgwick (p.48), and Jeremy Bentham (p. 48). Bentham happens to have played an instrumental 

role in the history of economic utility theory,  
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to economic theory held strong utilitarian beliefs. In order to understand how this came to 

be, we can briefly review the history of economic utility theory and the development of 

the economic principle of maximization.  

In general, economic utility theory has focused on the question of how we are to 

measure and interpret values in terms of utility. For economics, this is not a trivial task. 

Much of the foundational mathematics of economic inquiry rely on our understating of 

what utility is and how we ought to maximize it. For our purposes, it is sufficient to say 

that this particular task began with the ideas of Jeremy Bentham.  

Bentham believed in a much stricter analysis of utility theory than contemporary 

economics currently entertains, but his introduction of the concept of utility into 

economic analysis has led to nearly two centuries of work on the subject. While his 

particular ideas are not relevant to us now in a discussion of contemporary economic 

theory, Bentham’s relationship to utilitarianism is extremely relevant to our discussion57. 

In applying economic analysis to the concept of utility, particularly to achieve the end of 

maximizing overall utility, Bentham integrated a goal into the theory of economics that 

would become the core of economic mathematical analysis58.  

While Bentham was the original thinker who paired economic theory with the 

goal of maximizing expected utility, it was not until much later that this principle came to 

prominence in economic theory. Principally, this was the result of Bentham’s failure to 

provide an adequate account of how exactly utility was to be integrated into economic 

                                                 
57 Korsgaard, 2009. ch.3.1.3, p. 48. Korsgaard quotes Bentham as claiming, “that anyone who reasons 

practically at all must reason in a utilitarian way” (The Principles of Morals and Legislation, pp.128-129). 
58 Stigler, 1950. pp. 308-311 provides a clear account of the historical significance of Bentham to 

economics.  
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theory59. Bentham had suggested assigning specific magnitudes of utility to different 

objects in order to facilitate utility calculations, but this process has been widely 

acknowledged as unfeasible.  

It is not until the works of Heinrich Gossen in the late 19th century that utility 

theory re-enters the spotlight as a hallmark of economic mathematics60. With Gossen, we 

receive a more complete account of utility within economic theory. More notably, the 

formal condition of utility maximization is introduced in its most basic form61. This 

mathematical condition for the state of maximized utility allows for the derivation of 

many of the most essential modelling structures of economic analysis, and it is known to 

the standard economics textbook simply as, “The Maximization Principle”62.  

Once a mathematical description of maximized utility was achieved by Gossen, 

the modern theory of economic utility began to emerge on the main stage of theoretical 

economics. Three 19th century economists (Jevons, Walras, and Menger63) in particular 

sought to rearrange the entire body of economic mathematics in terms of the expected 

utility and utility maximization principles put forward originally by Gossen64. They 

                                                 
59 ibid, pp. 308-311. Stigler criticizes the logic of Bentham’s argument, but concludes that, “No reader 

could overlook the concept of utility as a numerical magnitude; and the implications for economic analysis 

were not obscure”.  
60 ibid, pp.314-315.  
61

ibid, p 315. “Gossen was the first writer to formulate explicitly what I shall call the fundamental principle 

of marginal utility theory: A person maximizes his utility when he distributes his available money among 

the various goods so that he obtains the same amount of satisfaction from the last unit of money 

(Geldatom) spent upon each commodity” 
62 A cursory search of this term on google yields, among other results, this Lumen Learning web article 

(Lumen Learning, “Microeconomics”) explaining “The maximization rule”. Commonly, textbooks describe 

this rule mathematically with the following expression: 
𝑀𝑈𝑥

𝑃𝑥
=

𝑀𝑈𝑦

𝑃𝑌
  

This equation is integral to demand and consumer choice theory, and is the equation originally theorized by 

Gossen.(Stigler, 1950. p.315) 
63 Stigler, 1950  p.315 
64ibid, pp. 315-322 
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succeeded. Menger in particular succeeded in showing that almost every facet of 

economic analysis could be addressed by way of utility theory. Stigler states, “it 

explained exchange, the wages of textile workers during the Civil War cotton shortage, 

the shifts of goods between free and economic, etc. More important, the theory of 

production became simply an instance of the theory of marginal utility”65. Similarly, 

Walras attempted to employ utility theory as a method through which to derive demand 

analysis, and Jevons used the theory to explain the mutual benefits of trade among 

economic agents66.  

These three thinkers succeeded in fundamentally intertwining two utilitarian ideas 

into the process of economic analysis. First, they succeeded in creating an economic 

analysis predicated on the existence of the concept of utility received from a certain good 

or action. We see this most clearly in Menger’s work to consolidate the observations of 

economics under utility theory. Second, they established the maximization principle as a 

fundamental mathematical building block of economic descriptions67. Thus, without 

adherence to the maximization principle, economic utility theory would become 

unintelligible. It is impossible to make sense of the goal of maximizing if we do not have 

a working definition of the thing which we are trying to maximize, and the economic 

definition of the good we want to maximize is afforded by the maximization principle.  

If economic utility theory shares the hallmark characteristic of the moral theory of 

utility68 (that being adherence to the principle of maximization), then Korsgaard’s 

criticism of the normativity of the principle of maximization should apply no less to the 

                                                 
65 ibid, p. 320 
66 ibid, pp. 320-322 
67 Stigler, 1950. pp. 315-322 
68 As well as common founders, e.g. (Stigler, 1950) and (Korsgaard, 2009) on Jeremy Bentham.  
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former than the latter. Gossen’s maximization principle constitutes a substantive 

conception of the good, in just the same way that any maximizing principle within utility 

theory must necessarily take the maximization of net satisfactions to be good. Thus, the 

mathematical analysis of utility theory which underpins a large portion of economic 

modeling is committed to a substantive notion of the good. Therefore, the mathematical 

descriptions of economics are substantively normative, rather than non-normative, or 

even formally normative. This leads us to conclude that economic descriptions possess 

inherently normative convictions, again validating our thesis that even positive economic 

inquiry is to some extent driven by normative convictions. The fact of the matter is that 

economic theory is no less committed to the maximization principle than utilitarians 

themselves.  

However, we again find ourselves obligated to field the critique of Friedman, 

which is that economics only adheres to the maximization principle because of its 

predictive success, and not because of any particular normative stake that economists 

hold regarding the importance of maximized utility. Whether or not economics must 

adhere to the principle of maximization, or whether the use of the principle is merely a 

means of empirical efficiency, will be the subject of the following section.  

2.4: The Maximization Principle and Economic Theory 

 We have resolved the question of whether or not economic theory, like utility 

theory, is beholden to the principle of maximation. Gossen’s equilibrium condition of 

utility maximization makes this relationship explicit in mathematical terms, and the 

extent to which that condition has been subsequently integrated into further economic 

mathematics reinforces this idea. But is this integration a matter of empirical consistency, 
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or an intrinsic feature of economic analysis? Can it be that economic analysis is 

constrained by the maximization principle in the same way that we have shown it to be 

constrained by the instrumental principle, or is it the case that economic analysis chooses 

to employ the principle in order to reap its predictive success?  

 At this point, a distinction between the argument offered in Chapter I and the 

argument presented in Chapter II becomes relevant. In Chapter I, it was shown that 

economic theory is necessarily constrained by the instrumental principle because 

intelligible accounts of human action can only be given in a way that is consistent with 

the instrumental principle. While Chapter II contends that economic theory is also 

constrained by the maximization principle, this contention is held on very different 

grounds. In this instance, we will seek to argue that the maximization principle is not a 

necessary principle of human action, and thus, that it is not necessary to adhere to the 

maximization principle in order to give an intelligible description of agential behavior. In 

this case, economics is normatively constrained by the maximization principle in the 

sense that it must take the maximization principle to be true, in spite of the fact that (as 

Korsgaard has shown) it is not a true principle of reason, and its predictive success does 

not clearly validate its use. In Chapter I, we dealt with a necessary normative principle 

that economics must abide by: the instrumental principle. In Chapter II, we see a case 

where economics chooses to adopt and observe a normative principle that is theoretically 

unnecessary, yet still is treated as though it is a necessary principle of agency (like the 

instrumental principle). In both cases, the end result is a normative constraint on a 

supposedly positive theory.  
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 So far, we have already explored the disadvantages of the maximization principle, 

namely that it is substantive, unnecessary, and incoherent. For this reason, Korsgaard’s 

theory diverges from the principle of maximization, choosing instead to leave the 

question unanswered in the form of the missing principle. We have also pointed out that 

this unnecessary, incoherent, and substantive principle is a hallmark principle of 

economic utility theory, and resultantly, of the mathematical descriptions of economics. 

Now, we will consider whether or not the maximization principle is dispensable within 

economic theory. If it is the case that economics is incapable of abandoning the 

maximization principle in favor of another principle, then economics must be inseparable 

from, and therefore constrained by, the principle of maximization. This conclusion 

opposes Freidman’s conviction that economic assumptions are solely adopted and 

observed in the interest of facilitating predictive success. Rather, in this case, we see that 

the maximization principle is essential in order to facilitate theoretical coherence. 

Therefore, the maximization principle is indispensable to economic theory, for a reason 

other than its predictive success.  

 As was pointed out in the previous section, the principle of maximization is 

undoubtedly present as a key component of our mathematical description of human 

agency in economic theory. Gossen’s principle of maximization69, the mathematical 

condition that defines equilibrium positions in the vast majority of economic models, is 

the economic instantiation of the maximization principle. Korsgaard assesses this 

principle as substantive, incoherent and unnecessary. If it is the case that the 

maximization principle is -for lack of a better term- a bad principle of agency, then it 

                                                 
69 Stigler, 1950. p. 315 
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seems that economists must have some way to either empirically justify their 

commitment to the maximization principle, or limit their reliance on the principle so as to 

allow for the possibility of abandoning it in favor of some better principle, as Korsgaard 

does when she opts to observe the missing principle. If it is the case that the economist 

can’t do either of these things, then it must be that mathematical descriptions in 

economics are constrained by a normative commitment to a substantive notion of the 

good as a maximum of satisfaction.  

 As a thought experiment to show why it is the case that the maximization 

principle is indispensable to economic theory (that its use is not simply a matter of 

convenience and predictive power), consider whether or not it is possible for economic 

theory to exchange their maximization principle for an alternative principle, as Korsgaard 

does. Quickly, we realize that the result of this exchange would be absolutely devastating 

to the theoretical body of positive economics. Replacing the explicitly defined 

mathematical condition of maximization with another principle would eliminate our 

ability to make calculations and statements regarding economic models. Without a 

maximization principle, we would have no method through which to make coherent 

statements about equilibrium positions in the vast majority of microeconomic theory, 

which models virtually all firm, market, and consumer decisions as dependent on the 

equilibrium maximizing condition MC=MR70. Eliminating this condition, which is 

precisely what we would have to do in order to be flexible with respect to our 

                                                 
70 Which is a derivative of the maximization principle, as both Stigler (Stigler, 1950. see especially 315-

327) and a microeconomics textbook (Pindyck & Rubinfeld, 2015. ch. 8.3, pp. 284-286) will explain. This 

condition refers to the analytical statement that consumer or producer utility (benefit, revenue, etc. 

depending on situation) is maximized at the point where marginal cost equals marginal benefit. This is 

known as the profit maximization rule, an extrapolation from the maximization rule 
𝑀𝑈𝑥

𝑃𝑥
=

𝑀𝑈𝑦

𝑃𝑌
 that applies 

the same principle to the concept of firm/market supply & demand.  
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commitment to the maximization principle as economists, would also eliminate the 

intelligibility of these models.  

 The loss of intelligibility in economic models is unmitigated by attendance to an 

alternative principle. Consider the (somewhat outlandish) idea of a principle of 

minimization, which instructs us to seek the minimum of our total satisfaction over time. 

The immediate result of a switch to this alternative principle would be the loss of the 

equilibrium maximizing condition that facilitates the intelligibility of economic solutions. 

Without observance of a maximization principle, we have no reason to desire that the 

equilibrium condition MC=MR be satisfied. In fact, under a minimization principle, such 

a condition would be entirely undesirable. Thus, we would have to abandon the condition 

of MC=MR in order to make sense of our new principle. Thus, under a minimization 

principle, the established equilibria in any economic model which relies on this 

maximization principle would become unintelligible. To facilitate the change to a new 

principle, economists would have to conjecture an entirely new set of equilibrium 

conditions.  

This is the result of the work of Menger and Walras, who sought to unify 

economic theory under economic utility theory71. Their success came at a particular cost: 

In order to facilitate a unified mathematical description of economic theory, economics 

had to take on board a substantive normative principle, the principle of maximization. 

With this principle, the economist is able to define an optimal result (the maximum, or 

equilibrium position consistent with Gossen’s maximization principle) as well as a non-

optimal result (not maximized). If we take this principle away, there are no coherent 

                                                 
71 Remember that it is due to Menger that demand analysis, consumer theory, and producer theory were 

unified under economic utility theory (Stigler, 1950. p. 320). 
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answers to the mathematical problems of economics. We would either be rendered unable 

to distinguish the optimal from the non-optimal position, or alternatively, be forced to 

rewrite the mathematical conditions of economic theory in order to describe a new set of 

optimal conditions. 

We can now see that the intelligibility of economic theory relies on the 

equilibrium conditions established within the mathematical descriptions of economics, 

making the idea of exchanging the maximization principle for another principle 

practically impossible. Any principle that does not explicitly define maximization in 

terms of the utility equations described by Gossen, Menger, Jevons and Walras would 

dramatically alter the mathematical models espoused in the contemporary economics 

textbook. For instance, an indifference curve would have no solution if it were no longer 

the case that consumer utility is maximized where MRSx,y=MUx/MUy72. But this 

mathematical demonstration of a maximization principle is essential in order to properly 

read and interpret the indifference curve model. If we trade the maximization principle, 

the piece which defines the point in the model that is the “solution”, with another 

principle, then the solution of the model will change. The end result of exchanging the 

maximization principle for another principle, then, must be a form of economics which 

would be altogether unrecognizable, bearing equations and solutions that in no way 

resemble (and may even contradict) the current body of contemporary positive 

economics.  

                                                 
72 Pindyck & Rubinfeld, 2015. ch. 3.3, pp. 86-88 gives an overview of consumer choice theory. See 

especially fig. 3.3. This is another example of a maximizing principle extrapolated from Gossen’s original 

maximization principle. 
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Thus, we see that the maximization principle is not dispensable within economic 

theory. But, perhaps the structural importance of the maximization principle would still 

be justifiable if it were still the case that the maximization principle yielded supreme 

predictive accuracy. If it were the case that the mathematics of current positive 

economics yielded unbridled predictive success, perhaps we would be justified in holding 

a dogmatic commitment to the maximization principle within the theoretical body of 

economics.  

Unfortunately, it is not the case that the maximization principle yields unbridled 

predictive success. For example, the mathematics of economic utility theory struggle 

immensely to accurately predict in conditions of uncertainty73. This is why economic 

mathematics tends to take on additional assumptions that enhance the predictive success 

of the maximizing principle, like the assumption of perfect knowledge/information. In an 

environment of perfect information, where no uncertainty must be accounted for, the 

maximization principle and economic utility theory afford consistent predictions. But this 

environment exists only in the realm of theoretical economics. In the observed world, 

there is significant and confounding amounts of uncertainty that regularly hamper efforts 

to predict accurately on the basis of the maximization principle.  

However, if an alternate principle proved to be more predictively successful than 

the maximization principle in conditions of uncertainty, we have already shown how 

positive economics will find itself unable to entertain this principle within economic 

theory without risking the loss of vast amounts of mathematical and modeling power. If 

this principle were inconsistent in any way with the maximization principle, then our 

                                                 
73(Tversky & Kahneman, 1974) provides an exploration of the shortcomings of expected utility theory, the 

extension of economic utility theory which deals with choices under conditions of uncertainty.  
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current solutions to many mathematical economic problems would be incoherent under 

the new principle, and thus would have to be revised. The result of this revision would 

likely be a study that appears altogether different, and which yields different solutions to 

familiar problems. So, in spite of that there is certainly room to improve upon the 

predictive accuracy of economic theory74, it is clear that economic theory is in no 

position to abandon the maximization principle in favor of a more predictively accurate 

principle75. The mathematical analysis of economic theory is predicated on the 

maximization principle as the mathematical condition that defines the description of an 

economic solution. In order to change this principle, we would have to overhaul 

mainstream positive economics completely. Thus, we see that the maximization principle 

is not, as Friedman would have it, a dispensable normative assumption taken for the sake 

of predictive accuracy and convenience. It is a substantive normative principle by which 

all economic agents are necessarily constrained, and it is retained in order for the 

mathematical descriptions of economics to maintain their intelligibility.  

We now see that the maximization principle is observed within economic theory 

out of necessity, rather than due to a lack of available contrary principles or a concern 

with predictive success. The sense in which economics must adhere to the principle of 

maximization, then, is quite forceful. Positive economics must adhere to the 

maximization principle in order to retain theoretical intelligibility, and therefore is 

constrained by the maximization principle. 

                                                 
74 ibid 
75 Or we would be likely to abandon expected utility theory in favor of a more predictively accurate theory 

of choice under uncertainty.  
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2.5: The Consequence of The Maximization Principle 

We have shown the principle of maximization to be an undesirable principle of 

reason, and furthermore shown that in spite of its undesirable qualities, the mathematical 

descriptions of economics are sufficiently reliant on the maximization principle to make 

that principle indispensable to economic theory. In the concluding section of Chapter II, 

we consider the effect of this particular normative concept on the use of economic theory 

in practice. We will see that where the normative constraint of the instrumental principle 

is mostly inconsequential to the practice of positive economics, the substantive nature of 

the maximization principle gives rise to a particular undesirable consequence for the 

practice of positive economics. 

 To illustrate this final claim, I will provide a concluding example76. Imagine that 

you are an individual with a question that you want answered in a field immediately 

relevant to economics. Say, for instance, that you are a policymaker seeking to increase 

the availability of disposable income to citizens. In order to achieve this goal, you enlist 

the help of an economist to ensure the efficacy of your policy. In this instance, we may 

suspect that the normative constraints of economics will also exercise a constraint on the 

policy recommendations of the economist, and resultantly, on the policy itself.  

   You, the policymaker, are interested in deciding whether an increase in the 

minimum wage will result in an increase in per capita disposable income. You consult an 

economist in order to assist your decision-making process. The economist considers 

whether or not to implement a minimum wage increase, and subsequently concludes that 

this would be undesirable. This conclusion is demonstrated through positive economic 

                                                 
76 This thought experiment was suggested to me by my thesis advisor, Patrick Frierson, during a weekly 

meeting.  
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analysis: the labor market is depicted in its equilibrium (maximizing point), and it is 

shown that an increase in the minimum wage results in decrease in labor demand, 

yielding a deadweight efficiency loss77. In layman’s terms, it is explained to you that this 

means the decrease in labor demand experienced as a result of a minimum wage increase 

outweighs the benefits to per capita disposable income that a minimum wage increase 

would facilitate. Thus, the economist advises that implementing a minimum wage law 

would create more costs than benefits to total satisfaction in the labor market (in spite of 

the fact that the policy would in fact increase per capita disposable income). By this 

logic, expressed to you in the form of economic analysis, you decide against increasing 

the minimum wage.  

 This example highlights the practical effect of problem we have raised thus far, 

which is that a commitment to the logic of economic theory necessitates a commitment to 

the normative ideals which render economic theory comprehensible; namely, the 

maximization principle. The implicit logic which underlies the economist’s conclusion 

that a minimum wage increase is undesirable is that minimum wage laws result in an 

analytical outcome that does not satisfy maximizing conditions, and therefore is not a 

desirable solution to the policy goal set forward by the policymaker. But notice, whether 

or not the maximizing conditions of economic theory are satisfied is not actually a 

relevant question to the policymaker. The policy maker simply wants to know if an 

increase in the minimum wage will increase per-capita disposable income The stipulation 

that this policy goal must be achieved in a way consistent with the maximization 

principle is a normative constraint implicitly placed on available policy options by the 

                                                 
77 To see this positive analysis in action, consult (Pindyck & Rubinfeld, 2015, ch. 9.3), or an equivalent 

textbook on the subject of minimum wage law.  
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economist, and not the policymaker. Thus, when the economist concludes that a 

minimum wage increase will do more harm than good, they conclude this not based on 

the efficacy of that policy of achieving the goal set forward by the policymaker, but 

rather based on the ability of that policy to satisfy the maximization principle. So, when 

the policymaker accepts the economist’s conclusion, it must be the case that the 

policymaker rejects a minimum wage increase not on the grounds that it will not achieve 

the policy goal of increasing per-capita disposable income (because minimum wage 

increases would achieve this goal), but rather on the grounds that it does not satisfy the 

maximization principle.  

The economist can only draw the conclusion that a minimum wage increase is 

undesirable because of their substantive notion of what conditions we are trying to 

maximize, as previous sections have shown. Without the exact substantive notion of the 

good afforded by the maximization principle, the mathematical analysis of economics 

becomes unrecognizable. Thus, in order to accept the conclusion of an economic 

argument on the basis of that argument, we must also accept the maximization principle 

as a valid normative constraint on action.  Similarly, when the policymaker accepts the 

economic argument against the minimum wage increase, they must also accept the 

validity of the maximization principle. If they did not, then they would have no reason to 

object to the use of a minimum wage increase to achieve their policy goal. In fact, the 

policymaker would have every reason to employ a minimum wage increase to achieve 

their goal. 

So, the conclusion the economist provides against a minimum wage increase must 

be based on its incongruence with the principle of maximization, rather than 
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incongruence with the goal of the policymaker. In fact, this conclusion is at odds with the 

goal of the policymaker, who is interested in the efficacy of a minimum wage increase as 

a tool to increase per capita disposable income. The economist does not argue that an 

increase in the minimum wage would not achieve the policymaker’s goal, but rather that 

an increase in the minimum wage does not satisfy the maximizing condition of the labor 

market. More concerningly, we can note that it is not immediately apparent that the 

economist opposes this policy action on the basis of a normative ideal. In arguing against 

minimum wage policy, the economist cites mathematics, models, and total satisfaction, 

rather than stating oblique normative convictions regarding agency. This leads the 

policymaker to take the advice of the economist to be free of any normative pretentions, 

when in fact it is not.  

Actually, the advice of economists is predicated on models which require agents 

to conform to the maximization principle. The implications of these models are pertinent 

only to agents who have already accepted maximization as their ultimate end goal, 

because the solutions presented within an economic graph are (by definition) maximizing 

solutions. But, in this case, we see these models applied to an agent who does not 

explicitly take maximization as their end goal. Rather, the policymaker’s end goal is an 

increase in per-capita disposable income. This is a goal that a minimum wage increase is 

capable of facilitating. The argument against employing the maximization law, then, must 

be derived from incongruence with the maximization principle, rather than incongruence 

with the policymaker’s goals. However, in our example and in the actual practice of 

positive economics, it is often the case that incongruence with the maximization principle 
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is presented as incongruence with a policy goal78. It is only through careful analysis that 

we come to realize that the goals of the economist and the goals of the policymaker are in 

fact separate. 

Furthermore, the well concealed connection between the logic of economic 

descriptions and the maximization principle encourages policymakers to adopt the 

maximization principle themselves. We have already shown this in our example, where 

the policymaker chooses against raising the minimum wage on the basis of positive 

economic logic. This behavior is consistent primarily with the notion that an increase in 

the minimum wage will decrease net-total satisfaction, which is undesirable only under 

the substantive notion of the good afforded by the maximization principle. In this case, 

then, the policymaker’s decision not to implement the minimum wage law is predicated 

on observance of the maximization principle, whether they are aware of it or not.  

So, it appears that economic logic, due to its relationship with the maximization 

principle, actually exhibits an ability to indirectly persuade agents to act in accord with 

the normative principles which govern its descriptions. In the case of the instrumental 

principle, this ability is inconsequential, because acting in accord with the instrumental 

principle is desirable79 . However, in the case of the maximization principle (which we 

have shown to be a substantive, incoherent, and altogether undesirable principle), the 

consequences warrant alarm. A policymaker seeking advice from an economist is not 

merely being presented with facts, but also with a subtly encoded set of normative 

                                                 
78 Again, see (Pindyck & Rubinfeld, 2015, ch. 9.3), or any other economics textbook on the subject of 

minimum wage law, for an example of this logic. 
79 At least, according to Korsgaard (Korsgaard, 2009, ch. 3.1.1) 
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convictions. Worse, they are being persuaded of normative convictions which are 

undesirable80.  

 The policymaker choosing against the minimum wage increase at the advice of 

the economist is the perfect demonstration of the consequences of normative 

considerations in an empirical study. Indirectly, the policymaker’s agency has become 

subordinate to the same normative convictions which govern the economic theory upon 

which they have chosen to base their actions. In the case of the minimum wage, the 

policymaker effectively chooses against raising the minimum wage because it is 

inconsistent with the maximization principle. At this point, the agency of the policymaker 

is committed to the substantive notion of the good implicit in the maximization principle, 

without that principle ever being mentioned or explicitly encouraged. In fact, the 

policymaker is left under the impression that they have chosen against employing a 

minimum wage increase because it would not be an effective strategy for achieving their 

goal (an increase in per capita disposable income). Were it obvious to the policymaker 

that the advice the economist provides is relevant specifically to the goal of 

maximization, and not necessarily to the policymaker’s policy goal, then it is unlikely 

that the policymaker would adopt this advice without philosophical scrutiny.   

Thus, we can conclude that of the normative constraints on positive economic 

theory, there exists at least one normative conviction which poses a genuine issue for the 

practice and use of positive economic theory: The maximization principle. With this, we 

defeat the only argument remaining in favor of the view of positive economics as non-

normative. Positive economics is not entirely insulated from the normative principles it 

                                                 
80 Korsgaard, 2009, ch. 3.3 
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employs, and the extent of its normativity is consequential both theoretically and 

concretely in the actions of those who employ positive economic analysis in order to 

solve real-world problems. To hold, as Friedman does, that positive economic 

descriptions are not constrained by normative ideas is inaccurate. Positive economics is, 

and must be, beholden to consequential normative principles. As such, the presence of 

these normative principles should not be ignored.
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Conclusion 
At last, we have succeeded in showing Friedman’s conception of positive 

economics as independent of normative considerations to be insufficient. We have seen 

that two normative principles exercise a direct effect on economic descriptions of agency: 

the instrumental principle and the maximization principle. Furthermore, we have seen 

that in particular, the maximization principle exercises a direct and undesirable effect on 

the descriptions and conclusions drawn from economic theory. We have also shown how 

the undesirable theoretical consequences of the maximization principle can be transferred 

to the concrete actions of human agents through the widespread use of economic logic to 

solve real-world policy problems. Thus, the consequences of the maximization principle 

reach farther than even the theoretical structure of economic theory.  

 We have succeeded in providing an answering to the questions posed by our 

thesis. Positive economic theory is predicated on normative principles, at least insofar as 

it relies on the instrumental and maximization principle. Moreover, the use maximization 

principle does pose significant consequences for the study of the positive economics. The 

maximization principle commits positive economic theory to an undesirable and 

substantive notion of the good, and economic theory indirectly proliferates the 

observance of this principle in the agency of individuals. Thus, we must conclude that the 

presence of normative principles in economic theory is consequential enough to warrant 

methodological attention, in spite of Friedman’s insistence to the contrary.  

 We have discovered that it is to a certain degree true to say that positive 

economics is normatively informed. And if the value of positive economic theories does 

not lie in their insulation from normative ideas, then we are left with an open question. 
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Assuming we do not believe that positive economic theories are entirely valueless, then it 

must be the case that economic theories derive their value from some source other than 

value-neutrality. It is not hard to imagine that economic theory is still valuable, whether it 

is normatively informed or not. Determining where that value lies (given that it does not 

lie in the connection between economic theory and value-neutrality) provides room to 

reshape the methodological commitments of economics towards the aspects of the study 

that are truly the most valuable.  

  My thesis does not serve to admonish the study and practice of economic theory. 

Rather, it seeks to encourage a re-imaging of the methodology we employ when 

practicing economic theory. Relaxing our methodological commitments against 

normative principles is the first step in creating more valuable forms of economic 

description and theory. Once we accept the fact that we cannot free ourselves from 

normativity in the realm of agential descriptions, we will be afforded a chance to refine 

our normative conceptions of what agency ought to be, and hence, refine our economic 

descriptions of agency. Armed with an understanding of the normative principles present 

in economic theory, we will find ourselves better equipped than ever before to understand 

and describe human agency with the full fidelity it deserves. In this sense, the presence of 

normative principles within economic theory is not a challenge to the validity of 

economic theory, but rather an opportunity to alter economic theory and methodology for 

the better.  
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Appendices: Objections and Responses 
 

Appendix A 
 Contributor: Professor Rebecca Hanrahan (Whitman College) 

A.1.1: Objection: Must Economic Theory Rely on Folk Psychology?  

 

So, we predict people's behaviors by attributing to them beliefs and desires. I 

believe that the price of beets is low. I love and want beets. So, I should buy beets. Some 

philosophers call this Folk Psychology and they take Folk Psychology to be a theory of 

mind.  But they think it is a bad theory of mind and they advocate that we should reject 

it.   

We should stop talking about ourselves as if we "really" have beliefs and desires 

and we should stop talking about how what we do is a product of these beliefs and 

desires.  Abandon this silliness.  This theory is not that predictive.  It hasn't advanced, at 

all.  It does a horrible job explaining why people don't do what they "should" have done, 

except to say they aren't rational.   

If these "Eliminative Materialists" succeed, do they also succeed at eliminating 

normativity from economics? 

A.1.2: Response 

 

The observation that action is correlated with beliefs and desires in economic 

theory, and thus that much of mainstream positive economic theory relies on a variant of 

folk psychology, is not uncommon, and I believe this assessment is accurate. In fact, a 

folk psychological approach is exactly what the intentional stance demands our theory of 
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mind be when we employ it. To that end, one could read my thesis as agreeing with the 

idea that folk psychology is a “bad” theory of mind in the sense that it is not necessarily 

predictively desirable, and yet the intentional stance requires us to employ it in order to 

make sense of a normative standard of rational behavior.  

 It follows that I also agree with the Eliminative Materialist’s position that we 

should “stop talking about how what we do is a product of…beliefs and desires”, 

precisely because the theory itself is not particularly efficacious. Which means, with 

respect the question you’ve posed, that employing an eliminative materialist framework 

for describing economic phenomena (e.g. neuroscientific theory of mind) would succeed 

at eliminating normativity from economic theory by eliminating the folk psychological 

appeal to desires or beliefs (and with it the normative notion of a relationship between 

desires and the observed actions of economic agents).  

 However, the stance taken in this thesis is that such an account of economic 

phenomena is both exceedingly difficult to provide and contrary to the established 

methodology of economic theory. Thus, an Eliminative Materialist theory of mind would 

be essentially impossible to employ within economic theory without substantially altering 

the theory itself. I claim in Chapter I that economic theory is bound to the intentional 

stance in order to describe economic phenomena because of practical limitations which 

prohibit the creation of a physical stance description of human action. Constructing a 

neuroscientific theory of mind that would be applicable to economic theory amounts to a 

direct refutation of this claim, in the sense that a neuroscientific description of action 

would amount to a physical stance description of action. This is something that I have 

claimed is impossible.  
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 So, more squarely, I believe you are asking whether or not it is possible for 

economic theory to adopt an Eliminative Materialist theory of mind in order to sidestep 

the normative issues presented by folk psychological descriptions of actions in the 

intentional stance. If it were possible, then the normativity of the folk psychological 

description would no longer be a problem, as you point out.  

 Given the arguments I have made thus far, my conclusion is that employing an 

alternative theory of mind in order to generate economic descriptions is practically 

impossible. The physical stance description that would be necessary to interpret 

economic behavior is far too complex for us to readily facilitate, at least with our present 

level of neuroscientific understanding (and it is my understanding that such a description 

is the sort of theory of mind which the eliminative materialist calls for). This is precisely 

what leads economists to turn to the intentional stance and a folk psychological theory of 

mind in the first place.  

 This line of argument could be seen as uncharitable to the prospects of developing 

a non-folk psychological theory of mind. It should be noted that insofar as I believe that 

such a theory of mind is possible, I also believe that such a theory of mind (if applied to 

economic theory) would address the problems that I have raised regarding economic 

description. If the intentional stance was not necessary to economic theory, then the 

normative prescription of a particular relationship between our preferences and actions 

would not be an issue. The instrumental principle is only necessary in order to facilitate 

coherence within the intentional stance. If we were to employ a theory of mind that does 

not appeal to the intentional stance in order to describe the relationship between our 



68 

desires and actions, the instrumental principle would be unnecessary. We would have no 

desires or actions to speak of in the first place.  

 That being said, I maintain that the use of an alternative theory of mind is not 

feasible in economic theory, at least for now. We do not have access to physical stance 

descriptions of the sort of behavioral phenomena that economic theory is interested in 

exploring. Thereby, we are forced to employ the normatively loaded folk psychological 

approach through the intentional stance. Until the eliminative materialist can develop a 

more thorough account of the mind (one which can reconcile the choices of individuals 

with neuroscientific theory, for instance), the argument that you pose is not available for 

an economist to adopt. At present, a reduction to explaining only phenomena which we 

understand in terms of neuroscience would dramatically alter the content of economic 

theory. Thus, I argue that employing an alternative theory of mind as the basis of an 

economic description is presently impossible, and thus that the normativity of the 

intentional stance poses an unavoidable problem for economic theory.  

A.2.1: Objection 2: The Realism of the Intentional Stance 

 You hold that economist have to take the intentional stance when talking about 

agents within the market and that in adopting the intentional stance, they are endorsing a 

normative position.  They are doing so because to employ the intentional stance they 

have to assume that the subject at issue is rational and rationality is a normative notion. If 

you believe that the price of beets is at an all-time low and you want beets, you SHOULD 

(if you are rational) buy beets! 

Dennett, though, characterizes his position as realist and interpretivist.  He thinks 

that there are these real patterns that exist in this world which we can see only by 
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assuming the intentional stance.  He is a realist about beliefs, desires, actions, only in so 

far as there are these patterns in the world that can only be seen if we assume that there 

are agents acting rationally. But if this is so, in what sense is the intentional strategy and 

hence the notion of rationality it employs normative?  It seems merely to be an 

instrument we use to reveal patterns we couldn't see in any other way.   

So, tell me more about your notion of normativity.  Dennett seems to be using the 

language of rationality as a tool to describe and reveal a pattern, not one to prescribe that 

pattern. So, what am I missing? 

A.2.2: Response 

 This objection brings forward a distinction between the work done in this thesis 

and the work done by Dennett on the subject of the intentional stance. Importantly, it 

should be noted that while Dennett takes his position to be a realist position, it is not 

necessary to view the intentional stance this way. As the previous objection in this 

appendix points out, some philosophers have good reasons to reject the realism of the 

folk psychological account of the mind. They claim that such accounts are predictively 

ineffective by virtue of their anti-realism, and thus, that they should be ignored.  

If we were to take a realist position regarding folk psychology and intentional 

stance descriptions, then it would follow that the only way to recognize the patterns 

identified in through the intentional stance is by generating a description of the real 

processes which cause them to happen (which, if we are realists about folk psychology, is 

precisely the relationship between our beliefs, desires, and actions). In this sense, then, it 

would not be normative to describe a person’s choices as rationally consistent with their 

beliefs and desires. This would be a statement of fact, since in order for folk psychology 
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to explain any action, it must do so in terms of the reasoning that would be rationally 

consistent with that action. Thus, if we are realists about the intentional stance, then it 

must be the case that the true reason we act in a patterned way because of the relationship 

between our beliefs and desires and our actions. It is not happenstance, ease of use, or 

predictive efficacy that dictates the choice to use the intentional stance. Rather, the 

intentional stance is a description of the way things really are.  

However, if we adopt an anti-realist position towards the intentional stance, then 

the sense in which the pattern of rational consistency imposes a normative restriction on 

action becomes clear. We can, in general, refute the claim that the form of the intentional 

stance provides a realist account of action and choice. This is position of the Eliminative 

Materialist. And, if we are to take this position, then it follows that the intentional stance 

is not merely describing the relationship between our choices and our belief and desires, 

but rather imposing a structure on the relationship between our desires and actions that is 

not explicitly necessary in order to act.  

Viewing the intentional stance from an anti-realist position is what allows us to 

see the instrumental principle as a normative constraint, rather than a fact of human 

cognition. Under an anti-realist view, it is not necessarily true that my actions are ordered 

with my desires and beliefs. It is just the case that I describe them that way. Similarly, we 

can also state that it is possible act in ways that are not in accord with our beliefs and 

desires (e.g. irrational). Thus, when we describe actions as if they are the products of 

beliefs and desires, we are making a normative claim regarding the form of an action. If 

an action is a good (or real, for the purposes of this argument) action, then it is made in 

rationally, in accordance with our beliefs and desires. This is a normative construal of 
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action, insofar as it identifies only actions that make sense when we try to describe them 

through the intentional stance as legitimate (or rational), even though action is not in fact 

dictated by reason and beliefs. If it is not literally true that our actions are caused by our 

beliefs and desires, then describing actions as if they were caused this way and appraising 

reasons for actions that do or don’t make sense with a given action must be a normative 

imposition. It is not a statement of fact to say that our reasons cause our actions, and thus 

subsidiary conclusions drawn regarding which reasons make sense with a given action 

and which do not is a normative appraisal, not a question of fact.  

You point out in the previous objection that taking a realist stance on folk 

psychology is often ineffective and predictively inaccurate. This criticism reinforces the 

point I am making now. There is good reason to be anti-realist about folk psychology, 

and if we are anti-realist about folk psychology, then we have ample reason to abandon it 

altogether. The intentional stance is often predictively unsuccessful. So why do we 

continue to appraise economic agents as if their actions have a relevant connection to 

preferences, beliefs, and desires? I hold that it is not, as Dennett would have it, a result of 

the realism of folk psychology. As I have said before, it is because economic theory 

doesn’t have another choice. The foundations of economic theory are built on intentional 

stance descriptions, and physical stance descriptions just aren’t far enough along yet to 

comment on even a simple phenomenon like buying beets as a result of my desire for 

beets.  

Thus, economics remains situationally committed to the intentional stance, 

whether we affirm the realism of folk psychology or not. If we, like Dennett, take folk 

psychology’s realism at face value, then it is true that this commitment is not 
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problematic. In that case, intentional stance descriptions are facts, not normative 

prescriptions. But insofar as we are not satisfied to believe in the realism of the 

intentional stance, it must be the case that intentional stance descriptions prescribe a 

certain set of actions, rather than all possible actions. Most importantly, this grouping of 

actions into categories that do and do not satisfy the instrumental principle constitutes a 

form of normative appraisal. Actions that appear to be grounded in reason and can be 

explained via the intentional stance are good; irrational actions that are not intelligible 

through the intentional stance are bad. Unless you take folk psychology as a realist 

account of the mind, this constitutes a normative appraisal of agency, in the sense that it 

is not the case that you must act in accordance with the instrumental principle. Rather, 

one chooses to act in accordance with it. By extension, economists choose to describe 

economic agents as acting in accordance with the instrumental principle, when it is not in 

fact the case that economic agents must act in accordance with it.  

It should certainly be noted that the form of normativity introduced through folk 

psychology, the intentional stance, and the instrumental principle is very thin and highly 

technical. Economics is not normative in a strong sense by virtue of this concept, and the 

particular normative prescription encoded by the instrumental principle (that we ought to 

act rationally) is not entirely useless. The predictive successes of folk psychology are 

exactly what lead Dennett to embrace its realism. I do not believe that this normative 

prescription is particularly problematic. Nonetheless, I do believe that evaluating reasons 

against the instrumental principle constitutes a normative appraisal.  

Appraising the rationality of any action is a normative endeavor insofar as it 

imposes the structure of rationality onto our actions, when rationality does not necessarily 
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describe the structure of our actions in reality. Thus, when we call a certain action 

rational, we are making a normative appraisal based on our own constructed standard of 

rationality (the instrumental principle), not a statement of fact regarding the status of an 

action. Thus, requiring an agent’s actions to be rational is a clear normative constraint. In 

order to create an intelligible economic theory regarding action, the action in question 

must satisfy certain criteria which do not apply to all actions generally. In this sense, a 

normative appraisal must be occurring when we label certain actions as rational, and then 

proceed to theorize only those actions which fit our criterion. This would could be 

considered objective in the scenario where we take a realist position on folk psychology 

and the intentional stance, and we have both argued against the viability of that position.  
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Appendix B 
Contributor: Professor Patrick Frierson (Whitman College) 

 

 

B.1.1: Objection 1: Can Economic Theory Entertain Alternate 

Conceptions of the Missing Principle? 

You rightly say, in Section 2.3, that we need some principle for ordering our ends, 

if we have different ends that cannot all be achieved, and you argue that economics 

makes use of a maximization principle for that purpose.  But don't we also see, in at least 

certain economic models, a different approach, namely eliminating the problem by 

positing that actors have only a single end?  Could we run an economic model based on 

the assumption that, say, firms seek only to maximize profits, with no other ends, and see 

whether this is predictively successful?  If so, doesn't this show that economics is open to 

alternative ways of conceiving of the missing principle? 

B.1.2: Response 

 Simplifying our agential descriptions to describe economic agents as possessing 

only one end seems to eliminate the problem of choosing between ends by eliminating 

the choice itself. However, this line of thought is misleading, because it implies that 

taking economic agents as interested only in maximizing profits eliminates all choices 

between ends, when in fact it only eliminates the choice between formulations of the 

missing principle. In order to understand why this is the case, it will be helpful to think of 

an ordering to our ends akin to the order described by Butler.  

 The maximization principle creates two orders of potential ends. The first order 

end, at least as far as those who observe the maximization principle are concerned, is the 

end of maximizing net total satisfaction. This first order end governs our choices between 
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various second order ends. For instance, I choose to pursue an education not because of 

the intrinsic value of education, but rather because I believe it will serve my first order 

end of maximizing net total satisfaction. The first order end, the one that pertains to 

maximization, dictates our choice among various second order ends. Second order ends 

are ends that we choose to pursue or reject based on their compatibility with the first 

order end. In the above example, the second order end is an education, which is pursued 

based on its congruence with the first order maximization principle. 

 So, while the approach you describe eliminates the need to choose between first 

order ends, it does not eliminate the need to choose between second order ends. 

Intuitively, we can understand this by considering the fact that an agent will still have to 

choose between ends in order to act in a way that is consistent with the first order end that 

the model assigns. So really, it is inaccurate to say that treating a firm as if it only seeks 

to maximize profits eliminates the need for the firm to choose between ends. It eliminates 

the need for the firm to choose between first order ends, but it will certainly still have to 

make choices between second order ends in order to remain consistent with the assigned 

first order end.  

 To reinforce this point, I will provide a counterexample designed to demonstrate a 

model in which there is truly no choice between ends. This we can think of as a model 

with a specifically assumed second order end. For instance, I could model economic 

agents only seek cheeseburgers. In this case, there is no choice to be made between ends 

(either first or second order). The first order end in this model is irrelevant because I have 

specified the exact second order end I will pursue. Thus, there is no choice to be made 

between ends. The second order end, namely that I will seek a cheeseburger, is fixed.  
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 This is obviously not the case when we specify a first order end as our “only” end, 

because first order ends leave room to choose. If I only seek to maximize satisfaction, I 

can still make choices between cheeseburgers and hot dogs, and I will make that choice 

with respect to my first order end.   

 So, what does this mean for the ability of economic theory to entertain alternative 

formulations of the missing principle? In short, I believe that it is possible, but that it 

requires economic theory to adopt an alternate first order principle as the “only” principle 

by which economic agents abide. We would require a different way to understand the 

choices of economic agents between second order ends that does not require the 

maximization principle to order our preferences. Thus, the elimination of choice between 

first order ends does not eliminate choices between ends. It is our second order ends 

which the maximization principle allows us to choose between, and these choices still 

very much exist when we eliminate the choice between first order ends.  So, it is clear 

that economic theory remains committed to the maximization principle formulation of the 

missing principle, so long as they treat the maximization principle as the only theoretical 

first order end.  

This doesn’t mean that economics can’t entertain alternate formulations of the 

missing principle. If an economic theory were to employ an alternative first order end as 

the single end of an economic agent, then that theory would be entertaining an alternate 

conception of the missing principle. However, treating the maximization principle as the 

“single” end of an economic agent does not constitute an alternative formulation of the 

missing principle, and does not sidestep the problem of choosing among ends. Insofar as 
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this is true, the approach you describe does not resolve the issues raised by the 

maximization principle.  

B.2.1: Objection 2: How do we Address normative principles in 

Economic Theory?  

Your thesis is mostly critical, showing that economics is more normative than it 

admits, but ends with the hopeful words "an opportunity to change our understanding of 

economic theory for the better".  So, what should we make of this opportunity?  In 

particular, can we correct for the normative biases of economic models if we do use those 

models for advice in decision-making?  If so, how?  If not, should we stop using 

economic models? 

B.2.2: Response 

 For this question, I have two separate thoughts. The first addresses your question 

regarding what we should make of the opportunity to change our understanding of 

economic analysis. I believe we are afforded a chance to acknowledge and revise the 

normative commitments we take on in economic analysis.  

 This observation works well with the analysis provided in B.1.2. As I mentioned, 

it appears to me that the only way to address the problems posed by adopting the 

maximization principle as the first order end of economic agents is to revise our 

conception of the missing principle. In this sense, we would be seeking not to eliminate 

the normativity of economic descriptions, but rather enhance the fidelity of these 

descriptions with respect to the phenomena in question. What this amounts to is 

essentially finding a more desirable notion of the missing principle which can guide 

economic theory.  
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 In my thesis, I have shown that the maximization principle is not only normative, 

but furthermore undesirable. In order to enhance the power of economic theory, I 

encourage the pursuit of a better normative principle than the principle of maximization, 

rather than any attempt to reinforce the claim that economics is not normative. Once we 

accept that there are certain normative principles that are necessary in order to describe 

agency, we can refine our notion of what those principles ought to be. The principle that 

would replace the maximization principle, for instance, would still be a normative 

principle. It will have to specify the method through which we are to choose between 

ends, and we are unlikely to arrive at such a description of agency empirically (unless we 

seek the neuroscientific descriptions of the kind described in A.1). If we accept that there 

are certain normative principles at play in our theory, then we are afforded some measure 

of space to revise our normative commitments as we see fit. In my opinion, this would be 

advantageous to economic theory, because it would allow for shifts away from 

normatively problematic concepts like the maximization principle. If we treat economic 

descriptions of agency as normative theories rather than empirical studies or matters of 

fact, then we will find ourselves more readily able to entertain the idea of alternative 

normative theories of agency. Thus, philosophically problematic commitments can be 

addressed and reconciled, rather than ignored.  

 Simply put, I see the ability to entertain alternative normative theories of agency 

as a potentially revolutionizing step for the contemporary body of economic theory. 

However, this clearly implies that I believe economic theory is, must be, and will remain 

a normative theory, to a certain extent. So, to address the latter portion of your question, 

it follows that I do not believe we can correct for the inherent bias within economic 
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theory. I believe that descriptions of agency are necessarily normative, and thus, that any 

description of economic agency will require normative principles which articulate our 

conception of proper economic choice. However, I do not believe that this removes the 

value of economic theory altogether. In fact, I believe the opposite. I believe that 

economic theory could only be made stronger by acknowledging that the conception of 

agency presented in economic theory is in itself a kind of advice, rather than a series of 

factual statements. 

 Personally, I picture a form of economic theory which draws out the logical 

implications of various philosophical theories of agency and selects for those theories of 

agency which produce the outcomes we desire. This would constitute a strong shift away 

from empiricism in the sense that we would no longer be interested in objective 

descriptions, but rather in creating a theory of agency and choice with specific goals in 

mind. However, it would still take advantage of what I believe to be the most crucial and 

useful elements of modern economic analysis, that being systematic and logical analysis 

of inputs and outcomes. The only difference between economics explored this way and in 

the traditional way that I have critiqued is that we would not take the theory on which we 

are preforming analysis to be necessarily true or objective. In my mind, this is desirable, 

because it allows us to employ the same strategies of economic thought on a larger array 

of agential theories, rather focus myopically on the agency of (for instance) those who 

seek to maximize.  

 Of course, this would blur the line on the predictive power of economics 

substantially. If economics were practiced and developed with specific goals in mind, and 

the agential theory used to describe a given agent were a discretionary choice left up to 
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the economist making observations and predictions, then there would be ample room for 

traditional problems faced by the philosophy of science (like confirmation bias, 

falsifiability, etc.). But I hold that if we see economics as a normative study rather than a 

science, then we should find reason to be ambivalent towards this prospect. Perhaps 

economic models would not contain any objective truths, but they would certainly 

continue to be useful in helping us achieve our goals. Insofar as economics is used as a 

strategizing tool, allowing our normative convictions to shape the strategies we develop 

would be likely to improve the efficacy of our models in achieving our goals. To me, this 

seems desirable, in spite of the fact that it will come at the cost of a claim to objectivity.  

 I think that an openly normative economic theory would achieve the goal of 

advising decision making even more effectively than the current iteration of the theory, 

because we would find ourselves capable of tailoring our descriptions to the normative 

convictions of the agent we are seeking to advise. We could create specialized solutions 

for different people, who possess a diversity of normative convictions and ends that the 

current body of economic theory neglects completely. Thus, I chose to end my thesis on 

the hopeful note that economic theory may benefit from accepting its dependence on 

normative convictions. I think the study would be better off accepting and capitalizing on 

its normative status, rather than attempting to defend the claim that the science of 

economics is independent of normative consideration. I do not believe that the fact that 

economics relies on normativity eliminates the value of the study itself. The normativity 

of economic theory simply changes the pretense and context under which the study is 

practiced.  
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