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" Abstract

This thesis attempts to amorally defend certain
conceptions of rationality, welfare and liberty and to
reconcile them in the sense of showing that they need not
clash in practice. This is motivated by the social
scientific work (particularly in economics) that
indicates that liberty and welfare are best promoted by

the free market.

There is a cluster of reasons that this defence is
needed: there is no clear account of liberty or what it
entails; preference utilitarianism (as a theory of
welfare) is often invalidly attacked, or misinterpreted
in practice; some economist’s conclusions that liberty
and welfare do not diverge in the free market are often
questioned because based on an instrumental rationality
which is thought unrealistic or vacuous; the theories of
liberty and welfare in this thesis also need the

instrumental rationality assumption.

Chapter 1: An Austrian economic interpretation of the
instrumental rationality assumption of standard economics
(that agents are self-interested utility-maximisers) can
be defended as fruitful, compatible with moral values
though implying none, and the fundamental tautology that

standard economics presupposes.

Chapter 2: The preference-utilitarian conception of

welfare as achieving what is spontaneously desired



(desired without the imposition of force or fraud), and
maximising overall welfare, withstands criticism and is
in practice compatible with the conceptions of liberty
and rationality used in this thesis. In practice,
preference utilitarianism entails side-constraint
libertarianism, which the free market spontaneously

provides.

Chapter 3: The voluntarist conception of social liberty
as the absence of costs imposed on people by people, and
maximising overall liberty, withstands criticism and is
in practice compatible with the conceptions of welfare
and rationality used in this thesis. 1In practice,
maximising voluntarist liberty entails side-constraint
libertarianism, which the free market spontaneously

provides.

Coda: A criticism of the presuppositional dismissal of

anarchy as a natural setting for liberty and pluralism.
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0 Thesis Introduction

0.1 What this thesis is about

This thesis is about defending certain conceptions of
rationality, welfare, and liberty from mistaken
criticisms and reconciling them in the sense of showing
that they need not clash in practice. It is conceded
that maximising both welfare and liberty will not be
compatible in all logically possible cases; that does not

affect the thesis that they are normally compatible.

This thesis is not about defending welfare or liberty as

moral goals, let alone as ultimate moral goals.

The conception of rationality is an Austrian
interpretation of standard economic instrumental
rationality: agents are self-interested utility-

maximisers.

It will be argued that this assumption is necessary for
the conceptions of liberty and welfare defended here as
well as being the fundamental tautology that standard
economics (as a social science) implicitly relies on to
link its results to liberty and welfare. The relevant
social scientific literature is generally taken as
background information. However, when dealing with the

criticisms and alternative positions it will be used and



cited in specific cases throughout the thesis where it

would seem incomplete not to do so.

The conception of welfare is that used by preference
utilitarians: people are better off to the extent that
the world is as they spontaneously (without force or
fraud being used to engineer their preferences) prefer it
to be. But it is defended as a plausible conception of
welfare and not on the basis that it is moral to maximise

it.

It will be argued that preference utilitarianism in
practice entails rule utilitarianism where that rule will
be side-constraint libertarianism. A side-constraint
approach here means not allowing that X be done to an
individual even to attempt1 to consequentially prevent

more examples of X’s being done.

The conception of voluntaristic liberty as people not
having costs imposed on them by other people will be
argued to be a clear, consistent, and comprehensive
interpretation of the common notion of social liberty (as
not being interfered with, put upon, or constrained by
others). Whether such liberty is morally desirable is
not the issue. (The three conceptions being defended
leave no room for a separate theory of individual

autonomy beyond this notion of liberty as not having

1 As consequentialism is ultimately accepted in principle
in this thesis this view differs from Nozick’s conception
of a ‘side constraint’ which is absolute in principle
(Nozick 1974 p.30).



costs imposed by others. There is no separate section
looking at criticisms from alternative views of autonomy.
Instead such criticisms are dealt with in all three

chapters.)

It will be argued that maximising such liberty will in
practice entail rule-libertarianism where that rule will

be side-constraint libertarianism.

Thus maximising liberty and maximising welfare are
reconciled in practice by both requiring side-constraint
libertarianism. This double defence of consequentialism
in principle only to abandon it in practice may look
unnecessarily complicated. It will be argued that this
is the only correct full response to the powerful
criticism that there is something irrational about side-
constraints that are absolute in principle: they are
thereby potentially at odds with the very things they

ostensibly seek to promote or protect.

I hope that this thesis clarifies and strengthens the
arguments and intuitions of those economic liberals (and
their sympathisers) in various schools of social science
(not least the economic ones: the Public Choice School,
the Chicago School, and the Austrian School) who tend to
argue that liberty and welfare seem to go together. 1In

particular I hope this assists the anarcho-capitalist



work being done in these schools (especially as found in

the writings of Murray Rothbard and David Friedmanz).

0.2 Why are moral issues avoided?

Most people in modern western society, including moral
and political philosophers, have moral and political
views that either limit welfare promotion for libertarian
reasons or override liberty because of welfare
considerations. At the extremes of the two views we have
natural-rights libertarians (such as Nozick and Rothbard)
and utilitarians (such as Hare and Smart). Discussions
of distributive justice also generally attempt to limit
liberty by welfare or vice versa (with egalitarian
considerations usually doing the same tacitly--though

usually being pro-welfare).

So if it is possible to effectively defend the congruence
of liberty and welfare in practice, then there is no
practical need of an ultimate moral defence of either--
for there are few left to criticise. A moral defence is
required only to the extent that critics have moral ends
that trump both human liberty and human welfare. Such
critics are few and far between and will be overruled in
practical political terms. Therefore, in this thesis on

political philosophy, it is possible to avoid any defence

< Though Rothbard ultimately wants a natural rights
defence and Friedman, apparently, a more utilitarian
defence.



of liberty or welfare, or any combination, as ultimate

moral goals while still making a substantial claim.

0.3 An analogical defence of this approach

There are two undiscovered primitive tribes that live in
the same region. One tribe thinks that eating any part
of animals without hearts is immoral. The other tribe
thinks that eating any part of animals without kidneys is
immoral. They have heated debates about both the moral
issues and the empirical facts of which animals have
which organs. They feel moral contempt for each other
and continually attack each other in attempts to enforce
their moral views. Peaceful association is considerably

disrupted.

An anthropologist with some knowledge of biology
discovers them. He explains that all animals in fact
either have both a heart and kidneys or neither of them. 3
This view has been widely tested by biologists and they
also have plausible theoretical reasons for explaining

that this will always be so (except in the case of

genetically engineerable animals, we may suppose4).

> I adapt this example from V.W. Quine’s essay "Two
Dogmas of Empiricism" in From a Logical Point of View
(Harvard University Press, 1980, p.21); I assume that it
is true though the analogy does not, of course, depend on
its truth.

4 This is intended to be analogous with the thought-

experiment attacks on the compatibility of liberty and
welfare.

10



Therefore, he argues, the bitter disagreements and

struggles can cease to the great benefit of all.

It would surely be irrelevant for the tribes to insist
that the anthropologist say which side he is really on,
and give his tacit moral arguments. He need not be on
either side. And if he were then it would probably only
cloud the issue of the important claim he is making for

him to also bring in moral arguments.

0.4 A critical rationalist method

This thesis is written in a way that is intended to
follow critical rationalist epistemology. This theory of
knowledge is that developed primarily by Karl Popper5 and

extended in scope by W.W. Bartley.6

The fundamental idea is that all knowledge is
conjectural. Because of the nature of universal theories
we can never make them more probable by finding new
examples that fit with what they predict. We can never
give our theories firm foundations of any sort, whether
inductive or a priori. But any single counter-example is
sufficient to show that a theory is false. So the best
instrumentally rational approach is to conjecture

theories that are as bold as possible and then attempt to

° Especially in Popper 1978 & 1979.

6 Especially in Bartley 1984.

11



test them as rigorously as possible. In this way we can
at least have theories that are as large in content as

our tests will allow.

We can still be mistaken about such theories, and we
probably are; for in an infinite universe it is
statistically unlikely that we have stumbled on the
truth. But given our apparent success in dealing with
the world there seems no reason to suppose that we have
totally failed to understand it. And by rejecting
falsified theories we might be reaching ones with ever
greater truth content. 1In any case, without this
methodological approach we are left with no course of

action that is not ultimately arbitrary.

In the philosophical realm criticism is what takes on the
role of empirical tests. That this thesis is intended to
follow the critical rationalist method is the reason that
critics dominate the arguments in what follows. If I
were merely to build a castle of consistent theory then
that would probably leave these critics, and those with
similar opinions, quite unmoved. 1In fact it seems that,
for the epistemological reasons given, one is really
obliged to take on prevalent criticisms. One can do this
tacitly by writing with the known views of others in mind
or by postulating possible criticisms. In some cases I
have resorted to this latter method though only in self-
criticism or at the suggestion of a reader of a draft.
Usually, though, I have tried to explicitly tackle real

critics in the literature. This has made it necessary to

12



deal with a plethora of awkward points in a way that has
caused the theory to develop and, I hope, show its

strength.

Therefore, this thesis does not start with first
principles and then attempt to build up to well justified

7 The approach of the three-part structure

conclusions.
is to state the respective theses clearly and briefly and
then attempt to defend and reconcile them in the light of
major and typical criticisms and alternative conceptions.
(It would probably be more confusing and repetitive to
discuss each conception of the thesis in strict isolation
and only then attempt to reconcile them, given that the
philosophers and economists being examined tend to run
together their discussions of the nature and practical
consequences of rationality, welfare, and liberty.) The
idea is to show that the initial thesis can withstand
such criticisms and comparisons, and so it is an

improvement on them which itself remains as yet

unrefuted.

However, in all the writers chosen I am not attempting to
give a comprehensive account of their views in the books
and articles discussed. These are often subtler and more
full of insights than my quotations might suggest. I
have merely ‘plundered’ them for points that seem typical

or powerful criticisms (or alternative points of view) in

/ Things might seem this way in the ‘state of nature’
development of the implications of liberty (in chapter
3), but drawing out the implications of an idea is not to
attempt to justify it.

13



order to test the strength of the position taken in this
thesis. 1If, in the process of extracting these points, I
have occasionally misconstrued or over-simplified them
then that is certainly not intentional. At times I have
deliberately taken a fairly small or weakly expressed
point and in response developed detailed arguments
(possibly out of proportion to the significance the
author intended for his point). While I think this is a
useful and valid way to develop the argument I am sure
that the critic could often have put up a more

comprehensive case had he foreseen such an ‘onslaught’.

This thesis is in the area of political (or social)
philosophy. Problems that are meta-ethical, practical,
epistemological, and metaphysical are included in
proportion to how far they are relevant to the general
political philosophical thrust of the thesis. So, for
instance, there is a necessary discussion of weakness of
the will, but it is not of a length and comprehensiveness
that might be expected in a thesis on pure philosophy

(where it might easily be the sole topic).

The breadth of the subject matter that has been involved,
and the need to press on, has also inevitably resulted in
some first approximations to solutions to important
problems that certainly would have to be revised in the

light of a more detailed approach and further criticism.

For a fuller and more convincing account of the critical-

rationalist epistemology it would be necessary to read

14



the writings of Popper and Bartley. This brief section
will have to suffice here as an explanation of critical

rationalism and the use to which it is put.

1. Austrian Economic Rationality

1.1 Chapter thesis

An Austrian economic interpretation of the instrumental
rationality assumption of standard economics (that agents
are self-interested utility-maximisers) can be defended
as fruitful, compatible with moral values though implying
none, and the fundamental tautology that standard

economics presupposes.

1.2 Chapter introduction

This chapter proceeds after this introduction with an
account of the economic assumptions being defended and
why they are being defended. Then there is an
examination of Israel Kirzner’s similar position. The
chapter continues to the end by examining criticisms of,
and alternative conceptions to, the various parts of the

rationality assumption.

15



1.3 Why defend ‘Austrian’ economic rationality?

The great schism in economics

This chapter does not defend Austrian economic
rationality as normally used by Austrian economists. In
particular Austrian economists do not use the concept of
utility-maximisation. This chapter is better seen as an
Austrian interpretation of the more mainstream economic
rationality assumption that individuals are self-

interested utility-maximisers.

This chapter (and in some ways the overall thesis) can be
seen as an attempt to heal the schism in economics
between the subjective, tautological approach and the
objective, scientific (falsifiable) approach. The
Austrian subjective view of value (building on Menger’s
theory of value) was developed into a theory of economics
as being an entirely tautological theory of action. This
probably finds its most extreme statement in Ludwig von

8 The more standard economic view

Mises’ Human Action.
has developed into making falsifiable predictions about
economic phenomena whereby the truth of the assumptions
(especially about economic agents) is (to say the least)
relatively unimportant. This probably finds its most
extreme statement in Milton Friedman’s introductory essay

~in his Essays in Positive Economics.?

S Mises 1966.
9 Friedman, M. 1953.

16



As a consequence Austrian economics has largely fallen
out of favour with most economists for not being
scientific (falsifiable) while standard economics has
fallen out of favour with many non-economists as being
insufficiently linked with the real subjective aspects of
human values, welfare and liberty. I am generally
inclined to view Austrians as correct on a tautological
core but thereafter I want falsifiable predictions. But
I will not here be attempting the large project of
adjudicating between (or, perhaps, marrying the best
parts of each of) the two schools of economics in areas

other than the rationality assumption.

The problem in more detail

Economics is the social science that has done the most to
link the free market with liberty and welfare
(particularly in the schools referred to in the
introduction). But economics’ fundamental assumption (as
a social science) of instrumental rationality is
sometimes held to be unrealistic or viciously vacuous
(depending on how it is interpreted) and this therefore
has a tendency to undermine its conclusions. Its
conception of economic demand is also fundamental and
sometimes seen as biasing economics’ results in the
direction of market conclusions (this is not so fiercely
under attack at the moment though it is just as

important, and relevant to the rest of the thesis, so it

17



is also defended briefly at the end of the chapter). A
version of the rationality assumption is also needed for
the conceptions of welfare and liberty used in this
thesis. So if the rationality assumption (and the
concept of economic demand) can be defended, then this
should go some way to defending the conclusions of
economists along with the conceptions of liberty and

welfare in this thesis.

The standard interpretation of instrumental rationality
(as found in, say, Hirshleifer’s Price Theory and
Applicationslo, discussed later) has people as self-
interestedly maximising (over time) their ‘utility’ as
revealed by their preferences. This assumption is often
held to be of dubious value because it is thought that
people are not always self-interested, are not motivated
(at least solely) by utility, do not maximise over time,
and their preferences cannot be identified with their
interests for a variety of reasons (including weakness of

the will).

This chapter is not about defending this standard outlook
directly. 1In particular it is readily conceded that
people are not always self-interested in the sense of
being egoistic, for it is denied that economics needs to
assume this. It is also admitted that people can make
mistakes as regards their long-term interests. But the

empirical literature can in part be used to show that

1V Hirshleifer 1984.

18



people are better off making and learning from their own
mistakes than having others control them, and some
philosophical arguments can contribute to showing that

this is so as well.

Instead, a tautological Austrian (subjective)
interpretation of the instrumental rationality assumption
is defended. The objections to this can be broken down
and examined separately. The following are taken to be
the major objections to the idea that agents are self-
interested utility-maximisers (critics will later be

quoted and discussed in each casell) and economic demand:

1) A self and its interests: This assumption provides no
good account of the self and its interests: the self is
malleable rather than fixed, and one can be mistaken

about one’s interests.

2) Self-interest: People are not merely self-interested
for they often consider the interests of others, notably

in moral decisions.

3) Utility: Utility does not make sense as a single

motive or goal, or even as one of many.

4) Utility-maximisation: People do not maximise anything

in particular, let alone utility.

1+l critics of utility-maximisation are left to the next
chapter to avoid repetition.

19



5) Economic demand: People cannot always afford what they
‘demand’ (in a more ordinary sense of the word). 1In
particular, those important demands that are known as
needs are not, as such, taken account of by this
conception. This conception is thus inherently pro-

market and anti-welfare.

The first chapter deals with these criticisms in turn.
It should help to immediately give a brief account of
each of these terms as they will be defended, though
their full force should become clearer as the discussion

of the critics proceeds.

1) A self and its interests: Any single entity can be
seen as a self. The term need not imply anything about
the nature of persons or of personal identity. Any
entity that has conscious desires has interests in the

sense intended.

2) Self-interest: The self-interest assumption is not to
be contrasted with altruism (with which it is compatible)
but with being an automaton or the puppet of the will of
others. Agents, qua agents, necessarily follow their own

consciously felt interests.

3) Utility: An utterly general feeling of satisfaction

(or dissatisfaction in the case of disutility).

4) Utility-maximisation: Agents always aim at the goal

the thought of which gives them the greatest utility (or

20



least disutility) at the time of aiming at it. Utility-
maximisation is what motivates people; it is not their
goal for they can seek ends the attainment of which do
not cause them any psychological state once reached (such

as posthumous fame).

5) Economic Demand: The willingness and ability to pay a
price for something has no moral import and is not

misleadingly pro-market.

Thus I am more or less defending the Austrian (or
subjective) approach to rationality that is expounded,

12 According to this

for instance, by Israel Kirzner.
view it is tautological that agents are instrumentally
rational in the sense of purposeful maximisers. I prefer
to gloss instrumental rationality explicitly as self-
interested utility-maximisation instead of keeping the

discussion more generally related to purposeful

maximisation as (I will show) Kirzner does.

It might seem to even many economists that I am defending
a straw man. The literal truth of the rationality
assumption is often thought to be unimportant for the
general business of doing economics. Milton Friedman is
an extreme example of this position. He has argued that
testable predictions are all that really matter.13 And

Gary Becker has argued that with no rationality

12 Kirzner 1976.

13 priedman 1953.

21



assumption there would, with a high probability, still be
downward sloping demand curves due to limited income.14
And it might be questioned whether the work of the
economists whose work I am wanting to defend can be

interpreted using the tautological Austrian conception of

instrumental rationality.

But from a purely economic viewpoint, it seems that a
defence is necessary of instrumental rationality (self-
interested utility-maximisation) as a descriptive account
of what agents are subjectively trying to do efficiently.
For if agents are not trying to be instrumentally
rational then it is hard to make any real sense of their
behaviour. So the prescriptive accounts of instrumental
rationality (of what people really need to do to achieve
certain ends--as given by rational choice theory,
discussed later, as well as by economists in their
advisory role) must carry very little weight. And so
will all the results based on the additional rule-of-
thumb assumptions (such as firms being profit-

maximisersl®

and individuals maximising preference
satisfaction over time) that implicitly build on the

subjective instrumental rationality of agents.

1% Becker 1971.

15 1f it is not true that firms tend to maximise their
profits because that tends to benefit the interests of
the people involved, then the assumption that they do
becomes mysterious in a way that seems to throw doubt on
any economic conclusions that are supposed to follow from
the assumption.

22



This is not a defence of a priori Austrian economics as
an alternative to the more mainstream varieties. The
point is that the mainstream varieties cannot entirely
abandon the core tautological subjective aspect of their
science without themselves becoming mere predictions
about patterns of behaviour that are impossible to relate

to real human desires, welfare and liberty.

To recap, if this interpretation of the rationality
assumption is false, and economics has no use at all for

it, then this causes four major problems for this thesis:

1) The defence of welfare as having more of what we

spontaneously consciously value is undermined.

2) The view of being free as other people not causing us
costs (as opposed to benefits)--these being ultimately

personal and subjective--is undermined.

3) Even if economics can still show that we get more of
what we want and are less imposed on with the free market
and voluntary behaviour, that does not show that
‘welfare’ and ‘liberty’ as others might interpret these

notions are increased thereby.

4) Economics needs to show that it can make sense of
altruism as a subset of self-interest for a convincing
and comprehensive extension of economic analysis into
realms where altruism exists (the family, charity,

friendship, love, ideology).

23



In other words, if people are not rational in the sense
defended then both this thesis and standard economics
would seem to be (at best) logically consistent but not

very substantial.

In the next section this approach is compared with that
of a modern Austrian economist, Israel Kirzner, who also
argues that economics needs the subjective interpretation
of rationality. This is quoted at some length in order
to back up the claim that an Austrian interpretation of
economic rationality is worth defending and to show the
differences between Kirzner’s interpretation and that

taken in this thesis.

1.4 A comparison with Kirzner’s defence

Israel Kirzner has recently written a brief but useful
historical survey of the topic under discussion.l® He
tells us that:

the self-interest assumption in economic theory has
aroused passionate debate again and again in the
history of the discipline. The passions were first
ignited in reaction to classical economics, which
appeared to assume not only a world of self-
interested persons, but one in which they were
intent on noth%ng else except material
satisfaction.?!

This is the classical Homo oeconomicus.

1% Kirzner 1990 pp. 27-40.

17 1pid. p.27.
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For Kirzner (and for this thesis) the opposite of being
motivated by self-interest (in the Austrian sense) would
not be being altruistic but being an automaton or a will-
less puppet of the interests of others. So the
assumption still has a very real and important content:
It is one’s own purposes which inspire one’s actions
and excite one’s alertness. One’s purposes may be
altruistic or otherwise; one’s interest in achieving
one’s (possibly altruistic) goals switches on his or
her alfgtness to opportunities for advancing those
goals.
But it seems that the critics dealt with later in this
chapter show that more needs to be said to explain how

altruism can be genuine while being one of "one’s own

purposes".

Today "microeconomics has once again assumed the
controlling paradigmatic role in economic theory."
Emphasising the contributions that the ‘rationality’
assumption can make:
microeconomics has proceeded to ‘invade’ the
territory of the other social sciences, placing ever
more weight on the constrained maximisation
behaviour wh%ch the ‘rationality’ assumption sees as
so central.l
And Kirzner feels that, due to this new imperialism of
economics, the old criticisms have resurfaced, and he

gives his own examples in the literature (which I shall

not repeat here).

In the face of such criticism economists have

traditionally taken one of two defences, of which one is

1% Ibid. p.39.

19 1pid. p.38.
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"to argue that the rationality assumption ... is never
meant as more than a useful first approximation."20
(Kirzner cites Fritz Machlup21 as "probably the most
sophisticated and careful restatement of this line of

defence."zz)

But as a result critics of economics:

have accused economists of ignoring, at least in
their policy recommendations, their own fine-print
lip-service to the limited actual relevance of their
models. ... economists have permitted their models
to run away with them, so that they are simply
unable to shgke off their adherence to these suspect
assumptions. 3

By contrast, "the second of the two traditional defenses
of economics has been to argue for a highly refined
version of the assumption of economic man."2% In this
version:

economic man does not need to be materialistic, or
selfish; he does not even have to be efficient in
any objective sense. He merely has to pursue goals
purposefully, in the light of his own perceptions of
relevant possibilities and constraints. Ever since,
in 1932, Lionel Robbins built on the ideas of Philip
Wicksteed in the U.K. and a number of Austrian
economists of the 20s and early 30s to formulate
this rarefied depiction of the economising agent,
economists have felt justified %g brushing aside
much of the standard criticism.

<Y 1bid. p.31.

21l In "The Universal Bogey: Economic Man", Peston, M. and
Corry, B. (eds) 1972 Essays in Honour of Lord Robbins
(London: Weidenfield and Nicholson).

22 Kirzner 1990 p.40, footnote 3.

23 1bid. p.31.

24 1pid. p.32.

25 1pid. p.32.
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But various critics (some dealt with later) regard this
as reducing the utility theory to a tautology and
obscuring the difference between actions done for

pleasure and those done for moral reasons.

Kirzner fully endorses the:
Mises-Robbins defence of the role of the
‘rationality’ assumption, which emphasizes the

complete generality of the utility towards which
individuals are assumed to be purposefully aiming.

26
Here I must partly disagree with Kirzner (for the same
reason that I do with Mises); for a more "highly refined
version of ... economic man" seems to require the
distinction between utility as a motive force and
whatever happens to be the goal that we are thereby
motivated to aim at. If we do not make this vital
distinction then we are open to the criticism that, as we
have goals other than mere personal satisfaction, the
assumption is at best a rough approximation and all

conclusions based on it are thereby suspect: exactly the

sort of criticism that Kirzner wants to avoid.

Neither can I agree with Kirzner that "the core of
economic theory is the theory of markets"?’ The core
seems to be the rationality assumption itself for it is
needed to make sense of markets and it can be used for

analysing non-market choices.

<% 1bid. p.34.

27 Ibid. p.33.
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But I largely agree with Kirzner that:

the standard rebuttals offered against the Mises-
Robbins defense, denouncing it as turning the micro-
theory of the decision into a tissue of tautologies,
incapable of explaining important obvious
distinctions between classes of decisions under a
variety of circumstances, totally miss the mark.
This is because the function of the microeconomic
theory of the decision is precisely that of
providing the tautologous framework requ%ged for the
subsequent theory of the market process.

And I defend this point in response to various critics

dealt with throughout this chapter.

Throughout his article, Kirzner avoids giving a clear
account of "rationality" (keeping it in warning quotation
marks). But he was more explicit in his The Economic
Point of View where he writes, for instance:
Rationality in human behaviour consists ... in the
consistent pursuit of one’s own purposes; in
selecting the means that appear best adapted to the
achievement of one’s goals; in refraining from
courses of action that might frustrate their
achievement or promise only the attainment of less
valued, at Ege expense of more highly prized,
objectives.
And this statement seems to be roughly translatable into
the account of rationality in this thesis as self-
interested utility-maximisation. It is defending this
more precise account that I think needs doing and which

this chapter attempts.

This thesis may also have a broader account than Kirzner

has in mind as I do not agree with the possible

4% 1pbid. p.35.

29 Rirzner 1976 p.165.
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qualification of the role of rationality when he writes
"to the extent that "rationality" plays a role in human
decisions ... "30 or that "to reject the scientific
demonstration of the power of such systematic learning
patterns, on the grounds of occasional or frequent human
"irrationality," ... w31 1f agents, qua agents, are
bound to be rational then there seems no room for such

"irrationality".

Kirzner rightly admits that:

it has turned out to be those economists (associated
very often with the University of Chicago) who have
been understood to be the most enthusiastic
supporters of free markets (as a consequence of
their economics) whose economics appear most heavily
indebted to the narrowest_formulations of the
‘rationality’ assumption.

But he feels that "the revival of the Austrian tradition
has enabled us to extend the classic Mises-Robbins

defense with renewed vigour"33

in a way that complements
this work. I agree, but, again, put the emphasis on the
greater realism and strength of the rationality
assumption itself (which these economists can now use to
better underpin their results) rather than Kirzner’s
‘rationality’ which he insists on embedding in market
processes as "the controlling principle [of] goal

motivated discovery".34

Y KRirzner 1990 p.36.
31 1pid. p.36.
32 1pid. p.38.
33 1pid. p.39.

34 1pid. p.39.
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The interpretation of subjective economic rationality in
this thesis is even closer to that of Ludwig von Mises’
who focuses on modern subjectivist economics explicitly
as a general theory of choice rather than merely being
about markets:
The transformation of thought which the classical
economists had initiated was brought to its
consummation only by modern subjectivist economics,

which converted the theory of mggket prices into a
general theory of human choice.

Another important difference from the standard Austrian
economic approach is that here interpersonal comparisons
of utility are allowed as a social welfare criterion and
as a social liberty criterion. This is necessary for the
theories of welfare and liberty and will not be discussed

in this chapter.

In the rest of this chapter the philosophers and
economists chosen are critics of (or offer accounts
incompatible with) various parts of the rationality
assumption as distinguished in this introduction.

Because the defence of the idea of self-interested
utility-maximisation is not only from an economic
viewpoint criticisms entirely other than those aimed
explicitly at the economic view are often considered (not
least in the next section). Their relevance to this
chapter and the overall thesis should be apparent

(especially where their accounts involve views

39 Mises 1963 p.3.
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incompatible with welfare and liberty as used in this

thesis).

1.5 The self and its interests

This section considers criticisms of the formal natures
of the ‘self’ and the ‘interests’ that economics
requires. Two philosophical critics, Harry Frankfurt and
Gary Watson, are considered. Frankfurt offers an
incompatible conception of free will. Watson offers an
incompatible distinction between desiring and valuing.

As with all other sections, these are considered with an
eye to the overall thesis. (The social and historical
nature of desire formation, which might also have been
discussed here, is left to the next chapter where it is

discussed in relation to preference utilitarianism.)

Economists do not need a sophisticated account of the
self in the sense of what is to be person as such (or a
particular person). Some philosophers (such those
discussed next) think there is a problem with the nature
of the self in this sense. The idea has its modern
origins--though it goes back much further--in the
Cartesian dualism of the mind and the body. Descartes
introduced this distinction because he thought that there
was something certain about one’s experiences (at least
that one is having them and cannot be deluded about the

nature of them) in a way that the physical world is not
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certain. Despite having gone on to supposedly prove the
non-delusional nature of our clear and distinct
experiences (with help from the idea of a perfect being
who is no deceiver) he was still left with the dualism of
immaterial mind and material body. The self is the mind
that just happens to occupy this particular body but
which, apparently, could in principle move to a different
habitat. This idea remains popular in attenuated form,
and causes the identification of the personality (one’s
behavioural dispositions and conscious states) with the

self (what one really is).

‘Self’ does not need to be used to mean the personality.
English does not demand this usage, and it is at odds
with modern science. One can speak of the self of an
inanimate object as the same sort of self as that of a
human being: ‘self’ can simply be used to mean ‘thing’
or ‘entity’ ("the chair itself was missing"). We humans
are genetic entities that happen to have (usually) a
consciousness that includes interests (or values or
desires36). If one claims that Mr Smith himself has an
interest in economics then one need mean no more than
that physical entity itself, who happens to be the Homo
sapiens we label Mr Smith, often desires to understand
economic phenomena. But if Mr Smith himself lost his

interest in economics then we need not speak of a change

3% No important distinction need be made between these,
as what we value we desire (and vice versa) in some sense
(this will be argued in more detail in reply to Watson),
and the common contrast between interests and desires can
be seen as really between the long-run and short-run or
between being informed and uninformed.
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in his identity. Mr Smith is the same physical self who
simply happens to have lost a particular interest. I do
think that this is the solution to the problem of
personal identity, but whether or not that is accepted
the physical conception of the self will do for economics

to identify the particular agent.37

So the economic use of the ‘self’ in ‘self-interest’ can
be seen as an innocuous reference to an entity without
any implication as to the nature of that entity. When
‘interest’ is added to ‘self’ we are simply informed that
we are dealing with the idea of an entity that has
conscious interests; there is no implication about the
nature or structure of the self or the values. These
interests can be understood as the objective interests of
the conscious entity in the sense that these are the
interests that are actually felt (consciously), rather
than the interests that would or ought to be felt given
more information or greater intellectual insight into how

the world is.

3>/ It might be objected that the body’s cells are
replaced throughout one’s life, so that there is not even
a permanent physical self. But people are not as
physically different as the body’s replacement of cells
might lead one to think. The genetic structure remains
and one’s brain is not renewed at all (though a tiny
fraction of brain cells die every day). In any case, the
continuing physical process is an adequate ‘self’ for our
purposes.
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Critics

The above account is incompatible with that of various
philosophers. We deal with two such critics who are
typical, and rigorous in their types of criticism: Harry

G. Frankfurt38® and Gary Wwatson.3?

Both of these argue
for a position that is incompatible with the economic
assumption that human beings can sensibly be treated as
selves who are simply attempting to follow their own

interests out of their own free will.

If their criticisms are sound then paternalism (at least)
seems to follow if one is to protect human beings who are
not fully persons, or who are confused about their own
interests, or who are not always capable of free choice.
So these critics merit a serious response from the point
of view of the thesis being defended. In the discussion
various points concerning welfare, liberty and the free-
market will also arise to the extent that they are

relevant.

What follows might seem to imply that there is a
sophisticated alternative account of moral phenomenology
implicit in the rationality assumption being defended.
That is not the case. It is simply necessary to develop

a more sophisticated defence of the basic assumption when

3% Frankfurt 1982.

39 watson 1982.
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critics take sophisticated positions that are

incompatible with it.

Frankfurt on free will and persons

Frankfurt holds that an essential difference between
persons and other creatures is to be found in the
structure of the will. He defines "first-order desires"
as "simply desires to do or not to do one thing or
another".49 He attempts to show that a creature is not a
person unless it is capable of having "second-order
volitions".4l This means the ability to reflect on one’s
desires critically such that one can come to desire to
make some desire into the thing that one wills. What one
"wills" is the "effective desire" that one acts on or
would act on in the appropriate circumstances, unless
that desire changed. Creatures without second-order
volitions are called "wantons": "the essential
characteristic of a wanton is that he does not care about
his will."42 This includes all non-human animals, very
young children, and perhaps some adults. Apparently,
even adult humans may be to some extent wanton for they
can often lack second-order volitions concerning certain
matters. A wanton "may possess and employ rational

faculties of a high order."43

U Frankfurt 1982 p.83.
41 1pid. p.s8s.
42 1pia. p.ss.

43 1pid. p.s7.

35



Narcotics addicts

Frankfurt then gives us the example of two narcotics
addicts. He supposes that one is an "unwilling" addict:
he has first-order desires to both give up and to take
narcotics (both paths have their attractions), plus a
second-order "volition" to give up--but his addiction is
too strong for this desire and so the desire to take the
drugs becomes his first-order volition. The other addict
is supposed to have the same conflicting first-order
desires but one simply proves stronger than the other
without a second-order volition of any kind. Frankfurt
says of this latter addict that "he has no identity apart
from his first-order desires".%%

This example seems unfortunate. It looks tendentious in
so far as Frankfurt has chosen an emotive subject where
he demotes the drug-user to a possible non-person
(wanton) status. It seems that we might switch the
situation around by supposing that one drug user could
have the second-order volition to enjoy his drugs while
the other one merely enjoyed them because his first-order
volition was stronger. (Frankfurt later deals with this

example, as we shall see.)

%% Ibid. p.8s.
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Frankfurt says that the (second-order) "unwilling" addict
makes one of the first order desires "more truly his own"
such that he:
may meaningfully make the analytically puzzling
statements that [1] the force moving him to take the
drug is a force other than his own [emphasis added],
and that [2] it is not of his own free will but

rather [3] againgt his will that this force moves
him to take it.%

Taken literally, Frankfurt is quite right that these
statements are meaningful, for we can understand them and
they are apparently false. With 1 it is clearly this
addict’s first-order volition that makes him take the
drugs. Ex hypothesi there is no force "other than his
own". With 2 Frankfurt introduces the notion of "free
will" without any indication that he has a Pickwickian
sense in mind. In the ordinary use of ‘free will’ it is
clear that this is a case of someone’s exercising free
will, for he is not being forced by another. With 3 it
follows from Frankfurt’s quite ordinary definition of
"will" as "effective desire" that the narcotics user
takes the drugs as a result of his will. (On the other
hand, if Frankfurt meant "meaningfully" in some
metaphorical sense then his meaning remains too obscure

to reply to.)

So one can allow Frankfurt’s two-level structure (and I
do) without accepting his view of free will. He rejects
the more ordinary sense of ‘free will’ without showing

what is wrong with it or that his is superior.

%5 Tpbid. p.ss.
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Frankfurt goes on to link his view of personhood with

freedom of the will and to distinguish this from freedom

of action:
Now freedom of action is (roughly, at least) the
freedom to do what one wants to do. Analogously,
then, the statement that a person enjoys freedom of
the will means (also roughly) that he is free to
want wggt he wants to want ... to have the will he
wants.

And the congruence between his first- and second-order

volitions must not be "only a happy chance" but real

choices. 4’

One can accept that one has freedom of action when one’s
actions are unconstrained. But it would be a better
analogy to say that one has freedom of the will to the
extent that there is no external agent who is dictating
or constraining one’s effective desires. As long as
someone’s will is as it is as a result of his being the
creature that he is then we can say that his will is
free. If someone had something such as electrodes in his
brain that could be stimulated by someone else to create
effective desires, then he would thus far be the puppet
of the other agent rather than an autonomous or free one
himself. Such a set up is possible but only usual with

animals in the scientist’s laboratory.

This account has the virtue of allowing a compatibilist

solution to the traditional free-will-versus-determinism

%% 1pid. p.9o0.

47 1pid. p.9o0.
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debate. One acts as a result of free will as long as
one’s will is unconstrained by others. But one’s will is
naturally constrained by the nature of the creature that
one is. Without this constraint one’s actions would be
entirely unpredictable rather than free. The school of
thought that demands a kind of free will that escapes
both determinism and mere randomness has never given an
intelligible account of a third option. It follows from
this compatibilist position that animals (not wired for
behavioural control) also have free will to the extent
that they make choices rather than follow mere instinct.
So free will seems only to require choice, and human
beings always have to choose their movements except for
certain automatic ones (such as the heart beat) and

reflex responses.

So what is the idea that Frankfurt is getting at? He
tells us that freedom of will consists in a person’s
"securing the conformity of his will and his second-order
volitions."48 It seems true that 1) there are often
external physical barriers to what we want to do that
limit us, and hence we are less free (in one sense of
‘free’). It also seems true that 2) there are
psychological (and physical) barriers within ourselves
that limit us, and hence we are analogously less free
than we might be. But to lack the ability to change our
effective desires (or personality) is not to lack free

will. The glutton who cannot make himself desire fasting

%% Tpbid. p.90.
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has a completely free will--for no one is controlling his
will but himself (what he is)--but he does not have
complete freedom of desire (any more than he has complete
freedom of factual beliefs or moral ones) because he is

limited by his nature (what he is).

At any particular moment we find our desires, beliefs and
values by introspection. If one finds that one has a
desire to change one’s effective desire and that one
cannot, then one has come up against a constraint on what
one is (even if it is only an immediate constraint that
might eventually be somehow overcome). One’s will can be
free in the sense of ‘free from external control’ but it
could never be free in the sense of ‘free of any
constraint whatsoever’. To be a particular thing is to
be a constrained thing. One is bound to have constraints
on what one is or one would not be anything at all. An
unbounded object made of no particular stuff in no
particular shape could not exist. Any real object--
including an agent--is logically bound to have limits
both physical and psychological (stones are severely

limited psychologically; humans less so).

Frankfurt’s account then goes on to rule out higher order
"volitions" than the second level by "commitment"4? at
that level. But (as Gary Watson observes, in the next
article to be criticised) it is not clear why such

commitment could not take place at the first level

%7 Ibid p.91.
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instead. And Frankfurt admits that second-order
volitions can be capricious, so the value of having his

"free will" is unclear.

There does seem to be something in the idea that self-
reflection makes for personhood. But all a person’s
desires are constrained to some extent. Those who have
the will they desire to have are more or less lucky for
often they are more or less bound to have it (in the case
of sexual preferences, for instance) but they are not
obviously thereby to be thought of as limited in some
undesirable way. But Frankfurt neglects such examples

and picks on a drug user again.

The third addict is a willing one who would take steps to
re-acquire the addiction if it should fade. Frankfurt
makes this supposition to show that this addict would be
morally responsible for affirming it with a second-order
volition. But the addict is held to lack free will,
nevertheless, for he would not be in a position to stop

even if he wanted to.

On the contrary, as has been shown, this addict does have
free will, for he is not externally constrained. This
would be so even if the addict were as addicted to his
drug as everyone is born addicted to air, food, and
warmth. It must be wrong to say that we lack free will

because we need air in order to live, though this seens
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to be what Frankfurt would have to say to be

consistent.50

Frankfurt seems to have confused free will (a will that
is not controlled by another agent’s will) with the
ability to choose one’s motivating desires. Even if we
could simply feel any effective desire that we chose to
we would still be left with an unchosen desire at a
higher level--the desire that made us choose. "Free
will" in Frankfurt’s sense would seem to require an
impossible infinite regress. As mentioned already, to
put a stop on the second level by use of "commitment"
seems arbitrary, for this could happen at the first level
or any after the second. What Frankfurt seems to be
trying to do is to find a way to avoid a person’s being
ultimately a ‘slave’ to some unchosen desire. But it is
impossible to avoid ultimately unchosen desires: some
desires must spontaneously arise in us or we would be

without initial motivation to make any choice at all.

So what are we left with? Frankfurt’s insights are 1)

the ability to reflect upon one’s desires is part of what

°U For the more general purpose in this thesis of
reconciling liberty and welfare it ought to be noted that
the strength of drug addiction that is here being
supposed by Frankfurt is apparently imaginary. Even if
we take a drug as addictive as heroin we find the
following admission in a Department of Health and Social
Security information booklet: "After several weeks on
high doses sudden withdrawal results in a variable degree
of discomfort generally comparable to a bout of
influenza." (Drug Misuse, ISDD, 1985.) Giving up
narcotics seems made difficult more by the user’s circle
of friends and daily habits than by the addictive quality
of the drugs themselves.
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we seem to mean by a ‘person’; and 2) we sometimes find
that we desire other effective desires than those we
have. Do these insights undermine the economic

conception of the self and its interests in any way?

1) When the economist uses his conception of a self with
interests he can usually be interpreted as meaning a
person in so far as he is analysing human behaviour.
But, as explained, if this looks problematical then he
can equally well be interpreted as meaning any entity
with interests or desires. No theory of personhood is

implied.

2) The other economic assumption here is that of selves
following what appear to be in their interests. This has
not been undermined by anything in Frankfurt’s argument.
But this raises the topic of ‘weakness of the will’ that
has been hovering around Frankfurt’s position, and it now

seems appropriate to discuss it explicitly.

on weakness of will
This topic is relevant to all three chapters. A view
will be argued for here and then applied to later

examples where further discussion seems desirable.

Relatively recently R. M. Hare®l has argued for the

impossibility of weakness of will (at least in moral

>l Hare 1952 and 1963.
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cases) and thereby started a spate of new thinking on the
subject. Long before this Socrates held weakness of will
to be impossible. For this reason problems concerning
this topic are sometimes known as ‘the Socratic

52 \yeakness of will’ can

Paradoxes’. As Charlton shows,
be broken down into various problems. This will not be
done here. Instead there will here be an attempt to
solve the general problem that people sometimes seem to
act other than the way they think best. But this is
distinguished from the problem of whether it is possible
to do what one believes to be immoral.>3 The solution
suggested here is explained in terms of Frankfurt’s idea

of levels of desire. For reasons of space it will not be

explicitly contrasted with other accounts.

The non-believer in weakness of will should see the issue
as follows: though it might be the case that we would
like to have desires other than the ones that we really
do, we realise that we have to make the best of our
existing desires. A smoker might like not to desire
smoking so much, but given that he does desire it so much
he regards himself as better off by smoking than by not
smoking. He might want to cultivate a desire to stop
because, for instance, he wants to live a little longer.
But if he cannot cultivate the desire to stop then he is
unlikely to thank anyone who attempts to deprive him of

what he still feels to be, on balance, worthwhile.

< Charlton 1988.

53 This is discussed in relation to Taylor 1982 in the
next chapter.
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The real point being made here is that we cannot do what
we think at the time is not in our interests.
Introspection ought to show that this is simply
psychologically impossible, but the point is really
logical given the assumption of a unitary conscious self
(i.e. without ‘hidden’ desire554) which Frankfurt does
not criticise. It would mean feeling that what one is
doing is both desirable (or preferable) on balance and
undesirable (or not preferable) on balance. We might
sometimes feel obliged to say that we are doing something
we do not really desire to do--but this admission must be
mistaken, for we must desire it or we would not be doing
it. The admission is really a sop to our critics or an
inaccurate way of expressing the feeling that we would be

better off without the desire.

It might be asked why I desire not to have a certain
desire other than because in some way or to some degree I
do not desire the desired object. It might be felt, for
instance, that it is odd but intuitively true that a
confirmed smoker might be glad if a world-wide permanent
tobacco blight meant that he could never smoke again. He

might feel that his ‘true’ desires were now better met.

°% By "unitary conscious self" I mean to include a self
that is aware of conflicting desires, of whatever origin.
I am merely ruling out such examples of split
consciousness as can occur when the mid-brain is cut, or
‘unconscious’ desires exist (if they really can). Those
who accept weakness of will do not usually use these as
explanations.
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It is fine to say that I desire not to have a certain
desire because in some way or to some degree I do not
desire the desired object. Decisions are often (always?)
made on the balance of costs and benefits. We perceive
that some goal has undesirable aspects but think that
these are outweighed by the desirable ones. What happens
in particular where we desire not to desire X is that we
have two quite consistent feelings (these need not be put

into words):

1) We feel that it is better on balance to give into
desire X given that we do have the desire to such a
degree (it would be too costly not to give into the

desire).

2) We feel that giving into desire X will have
consequences that we desire less than our ability to
desire X (in fact we need not at all desire the ability

to desire X).

A test for sincerity here would be whether we would take

some relatively cheap way of destroying the desire if

that were to become possible.

For instance:

1) A woman strongly desires chocolate and feels that life

without it is too miserable to forgo it.
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2) She knows that chocolate makes her fat and feels that
being fat is worse than losing her desire for chocolate.
(She does not feel that under the actual circumstances

being fat is worse than giving up chocolate or she would

give it up).

A test would be whether she would take a pill to lose her
desire for chocolate if an inexpensive one became readily

available.

Could the smoker consistently welcome the tobacco blight
that stopped his smoking? Of course he could sometimes
feel that way, such as immediately after smoking to
satiation or often after the bight had occurred. But
while his strong desire exists and is felt he will not
(on balance) be glad to be deprived of his tobacco. The
smoker’s so-called ‘true’ desires are really his desires

about his desires.

What we cannot consistently do is sincerely feel that
something is on balance undesirable and yet still desire
it. When we think we are doing this we are conflating
our effective (or strongest) desire (our will) with our
desire about our effective desire. Once these different
desires are disentangled the apparent contradiction (that

is the philosophical problem) disappears.

The fact that people can be unhappy with their desires
may be a serious practical problem for them--they will

continue to be unhappy unless they can change those
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desires or come to approve of them. It is a mistake to
take this practical problem for a philosophical one.

Once one sees that the problem is practical one can go
about trying to solve it (for instance, by trying to find
better reasons for changing, or attempting slow change,

or contracting into a penalty system).

Of course it is logically possible that forcing adults
into ‘good’ personal habits will give them (and possibly
other people) reason to thank us in the long run. But
that is an entirely separate empirical thesis that is not
related to the claim that people suffer from genuine
‘weakness of will’ such that they think X is best while
doing Y instead. On the issue of the separate empirical
claim I can only here refer to the disastrous history of
prohibitions of many voluntary activities, not least
those related to drugs, sex, and free speech, some of
which are discussed in the literature cited in the

bibliography.55

Perhaps Frankfurt feels that it is desirable (as his
piece seems to hint) to override the free will (or
autonomy) of human beings in the name of "free will". He
sees an absence of free will in quasi-persons ("wantons")
simply because they cannot (or do not understand what it
means to) cultivate certain effective desires other than

those that they currently have (or that cultivated people

23 should an observer at least care less about desires
that the individual does not like having? Not if he is
concerned with the person’s welfare in the sense of real
want-satisfaction as discussed in the next chapter.
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feel that they ought to have?). But if that is what
Frankfurt wants he needs to give better and more direct

arguments.

It is usually other people who appear to need to be
protected from themselves (and if it is desirable in
one’s own case then one can, as suggested earlier,
contract into constraints without interfering with other
people). I suggest this appearance is commonly based on
two mistakes: the conceptual confusion that causes us to
think that people can be unwilling victims of their own
desires; the failure to investigate the reality of well-
considered choice in those activities that are too easily
dismissed as "wanton" (or some such pejorative). These
things combine to create such an intolerance of
(typically minority) activities that people can, 1like
Frankfurt, even question whether these human beings are

fully persons.

Watson on desires and values

Watson wants to make a distinction between wanting and

valuing such that actions are unfree where the agent is:
unable to get what he most wants, or values, and
this inability is due to his own ‘motivational
system’. In this case the obstruction to_the action
that he most wants to do is his own will.

This account is thus similar to that of Frankfurt’s,

except that motivation is supposed to differ because of

2% watson 1982 p.97.
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competing sources of desire rather than merely different

levels of desire.

Watson outlines the Humean view that reason is purely the
instrument of the passions that calculates how to feed
them, and contrasts this with the Platonic view that
reason can itself determine what has value--where reason
itself is a source of motivation (generating desires for
‘the good’). Watson sees this latter position as being
that of seeing a conceptual distinction between desiring

a state of affairs and thinking it to be of value.

Valuing "is essentially related to thinking or judging
good."57 Wants that are values are rational and provide
reasons for action:
The contrast is with desires, whose objects may not
be thought good and which are thus, ... blind and
irrat%gnal ... mute on the question of what is
good.
What is desirable (naturally pleasurable) contrasts with
what is valuable (rationally best). These are

independent sources of motivation, because what you

desire to do you do not necessarily have a reason to do.

This distinction seems mistaken. Valuing and desiring do

seem to be identical in just the way that R.B. Perry has

59).

it (as quoted by Watson But there is a real

distinction in phenomena, and it is this that Watson is

>/ Ibid. p.99.
58 1pid. p.99.

59 1bid. p.100 footnote 5.
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mislabeling as a distinction between desire and value.
This distinction is between those things we desire
without verbal reflection and those things we desire that
we have verbally reflected on. Such is the power of
language that it can look as though we have two radically
different sources of motivation. This is not so. A
reason does not have to be put into words and examined to
be a reason. If a creature has an idea why it wants to
do a thing rather than not do it then it has a reason for
doing it. 1Ideas or thoughts or propositions do not have
to be verbal in form. The hungry dog believes that the
substance before it is edible and so it has a reason to
eat it, and people often have the same belief without

putting it into words.

However, valuing and desiring are not always
linguistically interchangeable. Additional words are
sometimes required to make the substantive equivalence
clear. For instance, it sounds odd to say that valuing
some object of natural beauty (such as the lake district)
is the same as desiring it (and desiring it now). When
we say we value it we must mean that we desire that it be
preserved, or that we desire that we (or others) can see
it sometimes, or some such desire. The desire is
implicit in the claim to value. (We are not necessarily
effectively motivated by any particular desire or value,

as the price of acting on it might be too high.)

Of course, one can reason about a thing to different

degrees in the sense that one can simply consider more
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ideas and criticisms about some matter. But here one is
doing more reasoning rather than simply reasoning as
opposed to not reasoning. The fact that rigorous
reasoning often requires the use of language as a tool is
what might make it look as though only verbal thought is
rational. But the cat that is examining a hole in the
floor is using its reason on its various senses (sight,
smell, hearing) to test the idea that there may be
something worth catching inside it. When it concludes
that there is no evidence it departs. (Animals certainly
use logic to achieve their ends. No choice can be made
without the use of logic. Neither humans nor animals
usually find it necessary--or even possible--to make that
logic verbally explicit. But without tacit modus ponens,
or modus tollens--the use of if-then structures of
thought in some form--an agent, qua agent, could not move

at all.)

How are valuing and desiring the same? Here is the
general answer. Watson is right that valuing "is
essentially related to thinking or judging good." He is
also right to think that desires may not be thought good.
But "good" and "valuable" and "desirable" are here more
or less synonymous--or at least Watson is not using any
real distinction between them. Watson is, rather, using
the terms at different levels (in the manner of
Frankfurt, but unwittingly) such that he is misled into
thinking that they show different sources of motivation.
The grain of truth is the same as Frankfurt’s: we do not

necessarily value some values, or desire some desires, or
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think it good that we think something good. Using
different terms in each phrase can cause confusion but it
cannot mark a real distinction in terms of source of
motivation. The source of motivation is the individual’s

desire or wvalue.

So a desire or value is always--contra Watson--a prima
facie reason for action. But there is an equivocation on
the use of ‘reason’. A reason can be a motivation, or
it can be an argument. All desires or values are reasons
for action only in the appetitive sense. They are things
that we find that we simply want, or would want in
appropriate circumstances. Some of these will be natural
and some will be fabricated to some extent by argument.
But values and desires are always found (even when we
find that we have brought them into existence by argument
or by cultivation) and not chosen. The thing that we can
choose to do is examine these reasons; to argue about
them. So when we are ‘reasoning about our reasons’ we
are using ‘reason’ in two radically different senses.
This expression can be translated into ‘intellectually
examining our desires (or values)’. The fact that
‘reason’ is used for both ideas might be one of the

sources of confusion.

Watson’s account is then linked to the idea that people
are not always free agents:

The problem of free action arises because what one
desires may not be what one values, and what one
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most Xalues may not be what one is finally moved to
get.6

We are given the two ways in principle that desire and

evaluation may diverge: 1) one can desire something and
assign no value whatever to it; or 2) one’s desire for a
valued object may exceed the extent to which one values

it.

1) The first way is supposed less usual but examples
exist:
a woman who has the sudden urge to drown her bawling
child in the bath; or ... a squash player who, while
suffering ignominious defeat, desires to smash his
opponent in the face with the racquet.®
They are supposed to desire these things but never to
value them. Watson insists:
It is not that they assign to these actions an
initial value which is then outweighed by other
considerations. These activities are not even

represented by a positive entry, however small, on
the initial ‘desirability matrix’.

The argument is very mistaken here. Watson seems to be
doing little more than denying an obvious truth, and then
denying an obviously valid criticism. To have an urge or
desire is precisely to value (in some way) the thing one
feels the urge or desire for. These are (though
sometimes with different phrasing necessary) two ways of

saying the same thing. But for Watson only a persistent

%Y 1bid. p.100.
61 1pid. p.101.

62 1pid. p.101.
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value that has been reasoned about is a "value"--as he
explains in a fuller account we come to later (both
Watson and Frankfurt seem to need an account of objective
values, but they do not give any). And he goes beyond
even this here for the squash player’s desire is not
allowed to register on the "‘desirability matrix’" at
all. It is not clear how the scare quotation marks can

save him from plain absurdity.

2) This "estrangement" from a desire can also supposedly
involve a persistent and pervasive one: "a man who thinks
his sexual inclinations are the work of the devil"®3 will
positively disvalue them. But, again, can meta-desires
really split desires from values? Watson tries to drive
the wedge in with a claim that:

the man who is estranged from his sexual

inclinations does not acknowledge even a prima-facie

reason for sexual activity; that he is sexually

inclined toward certain activities is not even a
consideration.

"Reason" is again being used in the sense of a value that
we have arrived at verbally. This may be a consistent
way of talking about things but it is confusing. For in
plain language it is absurd to say that someone is
inclined to do something yet does not have even a prima
facie reason to do it. If he can see no reason whatever
to do it then he can hardly desire it. Desire is at

least a prima facie reason to do a thing. Frankfurt’s

©3 Ibid. p.101.

64 1pid. p.101.
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second-level position on this situation demands no such
twisting of the language into absurdity: the man simply

has a desire he desires not to have.

Watson then gives some examples of desires that are
supposed to be not appetitive or passionate but which can
be independent of evaluation. The disinclination to move
away from one’s family is supposed to be able to be due
to "acculturation" rather than "a current judgement ...
reflecting perhaps an assessment of one’s ‘duties’ and
interests." Or one might be "habituated" to think that
divorce is wrong "even though one sees no justification
for maintaining one’s marriage." These attitudes are
supposed examples of acculturation and exist:
independently of the agent’s judgement ...
acculturated desires are irrational (better non-

rational) in the sagg sense as appetitive and
passionate desires.

This looks like the (Hayekian66) idea that people follow
traditions like automata. But most people clearly
perceive certain advantages in traditions if only in
terms of the benefits granted to those who keep them and
the costs imposed on those who break them. It is true
that most people do not go in for radical philosophical
criticism of all customs or habits they practise; they
often give very little consideration to some of these,

its being sufficient that they are content with them and

©5 Tpbid. p.105.
66 The best criticism I know of Hayek for doing this is

in "Spontaneous Order and Traditionalism in Hayek", David
Ramsay Steele (unpublished).

56



see (on occasional reflection) no advantage to mending
(at a cost and some risk) what does not seem broken. But
it is almost never true that people have not considered
alternatives (at least Hobson’s choice of taking it or

leaving it) in the slightest.

It seems an unstoppable function of the brain to suggest
different possibilities to some extent; it seems to be
the very process of being conscious. In fact it looks as
though the genetic advantage of consciousness is just
that it allows us (and indeed obliges us: we cannot be
automata even if we want to) to try out different
possibilities in our imaginations so that our theories

can suffer and perish instead of ourselves.®”

I must agree that to the extent that we have a tradition
or habit of dogmatism we are more limited (less free in a
personal intellectual sense) than where criticism is
fostered. But it seems unduly pessimistic to view
traditions and habits as by their very natures
constraining people. Hayek seems to err in the opposite
direction here in his theory of spontaneous order where
criticism is seen as a threat to the liberty that only

8 But traditions

traditions and customs make possible.6
and habits are more like standard solutions to problems
and opportunities that we might well find useful but can

ultimately reject if something better occurs to us.

©/ This is well known as a standard theme of Karl
Popper’s epistemology, for instance in his 1978 and 1979.

68 gee particularly Hayek 1948 p.26.
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Watson seems, in effect, to be taking a stand for the
worth of fairly radical criticism of the things we
desire. This is a value that we might expect in a
philosopher. Yet it is as though he prefers not to
advocate the extremely critical life candidly, but
instead to stipulatively define values that have not been
scrutinised as not values at all. He writes that:
an agent’s values consist in those principles and
ends which he--in a cool and non-self-deceptive
momept-Tarticulates as_defin@tivggof the good,
fulfilling, and defensible life.
A free agent is one who weighs up alternatives on the
basis of his values and then makes judgements "all things
considered".’® an agent’s "intentional" actions are

"free" actions when his "valuation system" is in accord

with his "motivational system".71

Such an account neglects that it does not always pay to
consider many things rigorously. Such economy is perhaps
the genetic and social evolutionary basis for habit and
custom. We cannot ever consider all things fully.

Watson seems to have the gist of the truth about the
nature of free will (or agency) in the idea that an agent
must "assign values to alternative states of affairs,
that is, rank them in terms of worth. 72 Again, in

wanting ranking on the basis of what it is worth

©°7 Watson 1982 p.105.
70 Ipid. p.105.
71 Ipid. p.106.

72 1pid. p.105.
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desiring, Watson is implicitly seeking for objective
values, but he gives no substantial account with which to
argue. And ranking need not be very detailed or long-
term. The agent usually realises that certain levels of
calculation are simply too fastidious under the
circumstances and so to be avoided. Yet there will
always be a real choice in cases of free will even if it
is in the minimal sense of seeing a Hobson’s choice of
taking or leaving an option (which a purely instinctive

response does not allow).

"All things considered"’3 on other occasions it is often
seen to be a disvalue (which is a type of value) to
consider all things. Research costs have to stop
somewhere in any case, and this point is bound to be
somewhat arbitrary: simply where the chooser guesses that
action is better than further enquiry. Some alternatives
must be ranked as among the infinite other possibilities
that are not worth further consideration, or we should
never get around to acting (or even to thinking). So for
a free agent there is always some, at least implicit,
assignation of value to alternative states of affairs--it
simply falls short of Watson’s impossible "all things

considered."

Watson has some valid criticisms concerning the fact that
Frankfurt’s two-level system cannot account for free will

(as was acknowledged in the Frankfurt section). But his

/3 Ibid. p.105.
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own account abandons the insight, that there are levels
of desires, in favour of a distinction that makes
"values" a subset of "desires" (though not of ‘effective
desires’, or ‘will’). His account of free agency is thus

even more confusing.

Kleptomania and free will

It might illuminate things to look at the issue that
Watson raises at the start of his piece; this is the
criticism of Berlin’s that if you believe that someone is
causally determined to choose as he does then:
what reasons can you in principle, adduce for
attributing responsibility or applying moral rules
to him ... which you would not think it reasonable

to apply in the case of compulsive chooserg--
kleptomaniacs, dipsomaniacs, and the like?

Watson answers Berlin with the idea that "compulsive
choosers" have desires and emotions "more or less
radically independent of [their] evaluational systems".75
So, as with Frankfurt, it looks as though we are not
dealing with properly functioning persons. In fact all
human beings are held to be free agents only in some
respects, for their appetites and passions are sometimes
in conflict with and overrule their practical judgements.
Presumably those who see what people’s ‘real’ values are

have moral grounds for coercing them in terms of their

own values alone; the coercer would not even be imposing

7% Berlin 1984 pp. xx-xxi.

75 Watson 1982 p.110.
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his values on those he would be controlling. And who is
better placed to decide what a person’s ‘real’ values are
than those who examine values for a living? This idea of
the value of the philosopher-king is the aspect of

Platonism that Watson keeps conspicuously implicit.

A better answer to Berlin would be the following. There
are no "kleptomaniacs, dipsomaniacs, and the like" in the
sense of people’s not being in conscious, chosen, control
of their own actions. The writings of the psychiatrist
Thomas Szasz are an especially good attack on the mental
illness industry. His position is that there is no mind
to be ill and so mental illness cannot exist (though
physical brain disorders are possible). Many so-called
mental illnesses are merely morally dubious attempts to
medicalise and stigmatise certain types of behaviour,
ideas or emotions (each of which it would be a category

mistake to label as being ‘ill’).76

A person who finds stealing highly attractive is no more
i1l than a person born with a large nose. Both of these
people might themselves wish to alter these aspects of
their lives. The man with the large nose might pay for
an operation. The man who enjoys stealing might pay for
aversion therapy. But until the thief finds that the
thought of theft is less attractive than the thought of
restraint, he will choose to do the theft. He might (but

certainly need not) find the desire to steal is a

/S sSee especially Szasz 1972.
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nuisance, but it would be more unpleasant to stop doing
this thing he enjoys. "Kleptomaniacs" often claim to get
satisfaction from theft77--they do not take a
homonculus’s eye view and watch in horror as they see

themselves stealing.

It might still be thought that there are some obvious
cases where people are not acting out of free will. It
is not possible to tackle a definitive list but the
following might seem to be some typical examples: acts
done in circumstances of diminished responsibility due to
perception- or emotion-altering drugs, or the
consequences of love potions or post-hypnotic

suggestions.

Acts done in circumstances of diminished responsibility
are still done out of free will in the sense being
defended here. Free will does not decline simply because
strange circumstances make us act abnormally.

Perception- or emotion-altering drugs do not make people
act without their following what they see to be their
interests. They might even kill a friend owing to a
misperception about who he is or what they are doing.
True, they would then not have wittingly killed him out
of their free will, but they were acting on their free
will and simply making a mistake (one does not need to be

drugged to make such mistakes: the woman who backs her

/7 charlton 1988 p.159
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car over her child is freely backing up the car and

merely not realising the tragic effect).

If someone gives us drugs, love potions, or post-hypnotic
suggestions that we do not agree to take then they do
thereby force feelings on us against our will. But we
thereafter act on the basis of these things out of free
will (though in ways for which we probably ought not to

be held fully culpable).

There is an ambiguity about ‘diminished responsibility’
in these cases. The person who cannot function normally
and spontaneously may have diminished responsibility in a
factual sense. But perhaps only if he did not
deliberately initiate or risk this diminished condition
is his moral responsibility for the consequences
diminished. In either case, however, he is acting in
pursuit of his perceived interests, which is to act out

of free will.

1.6 8elf-interest & altruism

This section considers the formal compatibility of self-
interest and altruism in Austrian economics. Hobbes,
Edgeworth, Becker and Sen are given as examples of the
common failure to see the compatibility. The formal
compatibility is explained and applied to Hobbes. The
nature and relevance of moralising is discussed with

respect to the views of Kant, Hume, and Butler. Then
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Sen, Machan and Broad are shown to be in error for

explicitly failing to see this.

It is important to bear in mind in what follows that the
compatibility of the subjective, Austrian economic, sense
of self-interest and altruism is intended to be a purely
logical point about agents’ choices. The critics

discussed often fall into error by interpreting the issue

as necessarily about human nature.

Many early economists (and proto-economists) and most
modern economists have assumed that men are egoistic and

so have ruled out altruism.’8

If they use the term
"self-interest" they mean only egoism. These are taken
to be, at least implicitly, against the Austrian economic
idea that economics can use an assumption of self-
interest that merely means interests of the self and

which coherently embraces both egoism and altruism

without thereby being vacuous.

For instance, in The Leviathan Hobbes assumes egoism.
All apparent acts of altruism are explained as disguised
self-seeking. Hobbes found the idea of a person’s going
against his own interests to be an implausible view of
human motivation (for logical reasons discussed later).

When a clergyman asked why Hobbes had given alms to a

/S Though some of the best economists of their time did
not make this assumption: Hume, Smith, Wicksteed, and
Marshall.
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beggar Hobbes replied that it was to relieve his own

distress at seeing the beggar’s distress.’?

Edgeworth states that "the first principle of Economics
is that every agent is activated only by self-
interest."80 Though he later states that in reality "man
tn, 81

is an impure egois So the assumption is merely a

generally useful one for Edgeworth.

Gary Becker is noted for rigorously and consistently
applying basic economic assumptions to areas normally

82 He admits

considered outside the field of economics.
of the existence of altruism. But even he assumes that
this must be a separate motive (with others) from the
self-interest as used by economics:
Self-interest is assumed to dominate all other
motives, with a permanent plag§ also assigned to
benevolence to children ... .
So Becker follows Edgeworth’s 100 years older opinion in
finding the self-interest assumption extremely fruitful

though not completely true. 84

/7 This anecdote is in John Aubrey’s Brief Lives.
80 Mathematical Psychics (London, 1881) p.16.
81 1pid. p.104.

82 see especially Becker 1976. As a consequence of such
economic work this Professor of Economics at Chicago has
now also be made a Professor of Sociology.

83 Becker 1978.

84 Interestingly, Becker goes on to give an economic
analysis of altruism. He argues that it increases
genetic reproduction in various ways, and hence it is
really a sort of genetic egoism. In this Becker is going
some way to answering the central problem of
sociobiology--as posed by its namer, Edmund Wilson--: How
can altruism evolve by natural selection? But Becker is
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Amartya Sen unhappily states (in Sen 1979, see the later
discussion) that a self-interest assumption rules out
"commitment" (or it is vacuously true). And as he feels
that people obviously do have commitment he rejects the
motivational exclusiveness of the self-interest
assumption. Sen holds that economics must be
supplemented with a richer view of human nature that

allows room for ethics in economic analysis.

So (as Kirzner also observed using other examplesgs) it
looks logically necessary to many economists and their
critics that the economic assumption of self-interest and

altruism cannot be compatible. But this is not so.

Let us separate the two false views on altruism:

(1) There is the philosophical thesis (as held by Hobbes)
that people are necessarily egoists and hence never
altruists. The argument runs: one would not be
charitable unless one got satisfaction thereby, so
apparently charitable people give up nothing for they are
following their self-interest as selfishly as anyone

else.

obviously using egoism to undermine the reality of the
‘altruism’.

85 Kirzner 1976 & 1990.
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(2) There is a more popular thesis that the economic
assumption of self-interest must be false (or vacuous)

because people are often obviously altruistic.8°

Why are these two views false?

‘Altruism’ means ‘other-regardingness’ or ‘other-
interestedness’ in the sense of seeing another as an end
in himself. ‘Self-interest’ is popularly used to mean
purely self-regarding or self-interested and so
incompatible with altruism. But being self-interested
can be interpreted in the Austrian economic sense as
merely following whatever interests one has oneself
(rather than being an automaton or puppet of another’s
will). And in this sense ‘self-interest’ does not have
to be understood as excluding altruism, for altruism then
means taking others’ interests as among one’s own

interests.

This position can be set out as follows:

Self-interest: in the broad Austrian economic sense, all
interests are interests of the self. We cannot have
purely selfless interests for we must feel an interest

that is ours to the extent that we are proper agents.

®% or as these two views are expressed by Alasdair
MacIntyre in "Egoism and Altruism": "philosophers have
oscillated between these two positions: the Hobbesian
doctrine of altruism as either a disguise or a substitute
for self-seeking and the assertion of an original spring
of altruistic benevolence as an ultimate and unexplained
property of human nature." Edwards 1967.
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But such interests of the self can still be intelligibly

divided into:

Egoism: an interest in one’s own ends and in other people

or things (if at all) as mere means to one’s own ends.

Altruism: an interest in other people (or even things) as

ends in themselves.

Take Hobbes action of giving alms to a beggar as an
example for analysis. He claimed that he only gave to
relieve his own distress. That Hobbes took any interest
in the beggar means that the interests of Hobbes’
included the circumstances of the beggar. Thus his
action was self-interested in the broad Austrian sense.
We can go on to ask whether Hobbes was being egoistic or

altruistic.

If Hobbes were merely upset at the ugly sight of the
beggar and would rather that the beggar were out of
sight, then we can say that his behaviour was egoistic,
for he did not view the beggar as a valuable thing in
himself but as a nuisance. This is a natural
interpretation to put on Hobbes’ explanation of his
behaviour. But if Hobbes really was taking pity on the
beggar as an end in himself (and would wish him to be
better off whether or not Hobbes knew about it) then his

behaviour was altruistic.
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In both cases we have self-interest in that Hobbes
himself has the beggar as one of his interests. 1In
reality it might well have been that Hobbes both found
the beggar a nuisance and had some sympathy with him. So
his gift would be motivated by disgqust and pity. Neither
feeling would be more real than the other in the sense
that the disgust showed him not to be really altruistic
at all, or the pity showed him not to be really egoistic
at all. Yet both his egoistic interests and his
altruistic interests are objectively his self-perceived

interests.

There is nothing categorically wrong with using ‘self-
interest’ in a sense that excludes altruism and means
what is usually called ‘egoism’ or ‘selfishness’. The
point is that it is not necessary to use ‘self-interest’
in this way, and at times it will cause confusion--as
when criticising the Austrian economists’ use of the

term.

However, it is difficult for some people to accept that
altruism can be innocuously seen as part of self-
interest. Part of the problem relates to a conception
of morality that is rather prevalent, but which is here
dissented from. This will be explained before looking at

some critics.
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The structure of a moral sentiment

Morality is correctly seen as having to be impartial in
some sense. Yet it seems that morality has to be held as
a personal value and thus also partial in some other

sense or there would be no motivational explanation.

Kant reacted to the threat to morality that the
Hobbesian-type of self-interest argument (at 1 earlier)
seemed to pose by trying to make morality a purely

logical affair.87

He held that a moral act is moral only
to the extent that it is done out of a sense of the
universalizability88 of the act. A will is good only to
the extent that it wills an action on the grounds that
all can without contradiction will it. There must be no
personal desire involved. Thus Kant correctly perceived
that morality was impartial in some way, but he opted for

a pure impartiality that leaves no apparent room for

motivation.

Hume probably was, finally, a compatibilist concerning
self-interest and altruism. In The Treatise he denied
the possibility of "the love of mankind, merely as
such."8? 1In The Enquiry he conceded that "a tendency to

public good" could be a spring of action.?? But the

¢/ paton 1978.
88 Though this term was coined by R.M. Hare.
89 Hume 1968 III (i) 2.

90 Hume 1972.
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feeling of paradox is not fully resolved (as it is
perhaps in Butler, below). Hume writes that we feel
"some sentiment of blame or approbation, whence we
pronounce the action criminal or virtuous."?l And this
seems to view moralising as (1) the personal emotional
evaluation of behaviour (2) irrespective of the interests
of particular agents--thus catching both (1) the partial

and (2) the impartial aspects of moralising.

In more detail:

2) We here have the impartiality in that the evaluation
is not specific to the agent and his immediate and
personal goals. For the agent has to be able to say that
he would affirm the evaluation even where he (and those
individuals he is personally interested in) were not
involved. But the group of persons among whom he is
impartial in his judgement might be fewer than that of
all human beings. It is not thereby non-moral. It is
impartial within the universe of some group that matters

92

to him. The group might also be more than that of all

human beings and include animals (as in some religions)

and plant life, or even inanimate matter.?23

L Hume 1968 (i) 1.

22 1¢ might even be only himself that is valued morally,
perhaps because he feels that all people should neglect
others (moral egoism), or because he feels that he has
qualities that simply happen to put him above others, but
he would respect anyone who were to come to have these
qualities.

93 It is even morally coherent to discriminate against

human beings as being immoral or worth less than other
species, or some abstract goal.
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1) And yet we have partiality in another way. For the
very fact that the individual selects a certain general
group or type of behaviour as being of worth shows that
he is partial to that. This partiality is normally
overlooked, or felt to make a moral view somehow less
moral--because people often feel that moral views must be
somehow completely impartial. But without this

partiality we have no motivation.?24

Thus every moral feeling is group- and behaviour-partial
but also individual-impartial. Each value one has is a
personal value, including one’s moral values. I am self-
interested in that I am bound to want what I value, but
some of the things I value are morally valued. Where I
have a moral value I am impartial in valuing (or
disvaluing) some kind of behaviour within some group--but
I must be partial to the behaviour and the group.95
Perhaps this is not precise enough to fully capture the

nature of moralising96 but it is more accurate than most

views, and should be adequate for the task in hand.

7% How the individual becomes partial to certain groups
or types of behaviour is another problem.

95 1t might be thought that an attempt to respect, say,
justice as such would mean that I could not discriminate
between my group and other groups. But justice is a
formal concept--like desert and impartiality. One needs
goals and groups--and that entails discrimination--before
one can use the formal concept. Perhaps this is obscured
by the popular feeling that the group in moral matters
ought to always include all human beings--but that
discriminates against non-humans. And if all animals
were included that would still discriminate against non-
animals, and so on.

96 About which more will be said in the second chapter.
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Bishop Butler’s response to Hobbes seems more or less the

correct one.97

He agreed that all interests must be
interests of the self but denied that this entails that
we are self-interested in any narrow sense; that we must
be interested in the self alone. He held that Hobbes had

overlooked the real distinction we have in our goals.98

To recap: people often contrast self-interest with
altruism (thereby equating self-interest with egoism).
They fail to see clearly that to the extent that people
are acting as agents, they must be acting on interests of
their own--that they personally feel (that, given the
alternatives, it most satisfies®? them to pursue). But
the agent can still be either interested in himself

(egoism) or in others (altruism).

Sen on rational fools

In his "Rational Fools"100 gen appears to conflate the
Hobbesian assumption of egoistic self-interest (for he
mentions Butler’s attack on this) with the revealed

preference theory whereby "if you are observed to choose

7/ Butler 1736.

o8 Though in Butlerian terminology, only actions done out
of self-love (the desire for one’s own happiness) are
sensibly called ‘interested’; actions done for any other
motives are ‘disinterested’.

29 Utility (satisfaction) maximisation as a necessary
motive is explained in more detail in the next two
sections.

100 gen 1979.
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x rejecting y, you are declared to have ‘revealed’ a

preference for x over y."101

Sen does not consider that this theory need not be
interpreted egoistically. He objects that:
no matter whether you are a single-minded egoist or
a raving altruist or a class conscious militant, you
will appear to be maximising your own Etility in
this enchanted world of definitions.l10
and that:
a person’s choices are considered ‘rational’ on this

approach ... if all his choices can be explained as
%8§ choosing of ‘most preferred’ alternatives ...

Sen apparently believes that we sometimes do what we do
not (under the circumstances) most prefer to do. He
suggests an alternative approach that takes account of
commitment (which includes morality "in a very broad
sense"104):

One way of defining commitment is in terms of a
person choosing an act that he believes will yield a

lower level of personal welfare to him than gn
alternative that is also available to him.10

Well that sounds acceptable at first, for it has been
argued that we do sometimes forgo personal welfare to

help others for their sakes. But Sen continues:

1Vl Ibid. pp.91-92.
102 1pi4. p.92.
103 1pid. p.92.
104 1pig. p.97.

105 1pig. p.9s.
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commitment does involve, in a very real sense,
counterpreferential choice, destroying the crucial
assumption that the chosen alternative must be
better than (or at least as good as) the others for
the person choosing it

How can we make a "counterpreferential choice"? How can
we choose to do what we do not in some sense prefer to
do? Must not the chosen alternative be better for us in
some sense? Otherwise where is the personal motivation?
Sen goes further and approvingly quotes a character whose

says of his action: "I had no motive and no interest"1907

Sen seems to have replaced an "enchanted world of
definitions" (where all actions can be seen as in some
sense self-interested) with a world without any motives
at all. He feels he has to do this because he cannot
allow sympathy to be part of "commitment":
It can be argued that behaviour based on sympathy is
in an important sense egoistic, for one is oneself

pleased at 8§hers’ pleasure and pained at others’
pain .... 1

He apparently wants to make sense of a pure impartiality
that entirely escapes sympathy. But "commitment"
(morality, as analysed above) is being impartial in some
way within the group to which one is partial, or
sympathetic. One cannot have a commitment that escapes

"sympathy" or personal sentiment in some sense.

1U% 1pid. p.9s.
107 1pia. p.97.

108 1pid. p.9s.
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Sen does not entertain an Austrian-type interpretation of
self-interest because he accepts the mistaken conception

of morality discussed earlier. He hankers after a ‘pure’
impartiality in morality that is impossible because, like
Kant’s system, it leaves no room for the necessary

sentimental motive.

So Sen’s views on tautological definitions in economics
only partly repeat what Butler wrote of Hobbes. For Sen
apparently overlooks Butler’s insight that Hobbes’
tautological position on motivation was essentially

correct but still left room for real altruistic goals.

Machan on self-interest

Tibor R. Machan is an interesting critic of the Austrian
interpretation of the self-interest assumption in
economics.199 He is sympathetic to the free-market
results of mainstream economics, and he is sympathetic to
the idea that people should be positively egoistic (he is
a libertarian influenced by Ayn Rand). He is familiar
with the latest Public Choice School suggestion that it
is sensible to include ideological factors to explain
politicians’ behaviour. Yet he thinks the economic
assumption of self-interest cannot include altruism. He
knows that the "economic imperialists" are happy with

self-interest embracing morality, but he is not. That a

1Y% Economic Affairs, vol.8 #2.
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libertarian philosopher cannot accept this seems to show
how necessary is the defence of this broader conception

of economic self-interest.

The sticking point for Machan is the idea that a mere
definition can be so pervasive. As Machan puts it:
Any factor or model that explains anything whatever-
-e.g., self-defeating as well as self-serving
conduct--explains nothing much at all. If economic
man explains the bank-robber as well as the banker,
what can be learned from such an explanation? In no
science would this kind of approach be admitted, the
melting of ice explained by the same factor as the
freezing of water--private interest!
In order to avoid this vacuousness the ideological
variable has to be seen as adding a dimension--
namely, what kind of conduct human beings take to be

proper, what they see as binding on them quite apart
from what they prefer.

The idea that there could be "conduct human beings take
to be proper ... quite apart from what they prefer" has
been dealt with in reply to Sen and earlier critics.110

Here the charge of vacuousness is given more

consideration.

Is the self-interest assumption tautologous? It depends
on how it is interpreted. If it is taken to mean that
people are motivated by self-interest then it is not
strictly tautologous. We can make sense of a person’s
behaving (in the sense of moving) in a non-self-
interested way, and thus we can conceive of
falsifications. For instance, if people’s bodies were

controlled by the minds of others they would not be

11UV But see also, in the reply to Charles Taylor in the
next chapter, "The way morals are categorical".
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pursuing their own self-perceived interests; nor would
they if their bodies spontaneously behaved in ways they
could not consciously control (as happens to some extent
with epileptic fits, twitching nerves, jerks during

sleeplll)

. Sustained constructive examples ought to
sound far-fetched. The assumption that people are
motivated by self-interest is supposed to be a fairly

obvious truth, but it is not a strict tautology.

But if the assumption is the Austrian economic one that
all actions are self-interested then it is tautologous.
For any action to be an action it must mean that an
individual is moving his body as a result of his self-
perceived interests. If the body were moving
automatically or as a result of another’s will then the
individual himself would not be acting. But this
tautology is not viciously vacuous or any kind of a
threat to the scientific nature of economics. On the
contrary it is, apparently, an enlightening tautology
that allows fruitful economic analysis to proceed. So
the idea that people are motivated by self-interest can
be seen as a rule of thumb that is based on the Austrian

economic tautology about agents.

The fact that an individual is assumed to be self-
interested does not in itself tell us anything about the
particular values and beliefs of the individual. The

hard work of explaining what is going on in some economic

111 1 guess that sleepwalking is a more or less conscious
activity albeit in an unusual mental state.
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situation is often in making shrewd guesses and testing
them. Having a theoretical framework is not the same as
already having an explanation. If an engineer is called
in to discover why a bridge fell down then he will
already have the theoretical tools for the job, but he
will hardly have the specific explanation. Only in an
innocuous sense are the theoretical tools of the
economist and engineer ‘vacuous’, because the work of
filling in the details of any real problem has not yet

been done.

As Kirzner writes:
The description of all human action [emphasis added]
as rational constitutes a proposition that is, in
fact, incapable of being falsified by any
experience, yet does, nsvertheless, convey highly
valuable information.ll
But it ought to be emphasised that this assumption is not
specific to any notion of economic man. There is no
substantive theory of human nature here. This notion of
self-interested motivation is naturally applicable to all

creatures capable of action. A Venusian would be

included if it were a genuine choosing agent.
Broad on human motives
Broad is right to attack psychological egoism (as held by

Hobbes) as a false theory of human motivation in his

"Egoism as a theory of human motives".113 He is wrong in

11 Kirzner 1976 p.172.

113 proad 1971.
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failing to see that altruism must still be self-
interested in the sense under discussion. Like Sen, he
appears to opt for altruism without the necessary self-
referential motive for he also seems to mistakenly think

that Butler refuted Hobbes on this issue.

Broad admits that the desire of a mother for the good of
her child "is self-referential, because the fact that it
is her child and not another’s acts as a powerful motive-

nll4  This is fine as far as it goes. Broad is

stimulant.
right in seeing that such altruism refers back to the
self. He is wrong only in failing to see that all

altruism refers back to the self in a similar sense.

Consider Broad’s example:
a person who deliberately chooses to devote his life
to working among lepers, in the full knowledge that

he will almost certainly contf?gt leprosy and die in
a particularly loathsome way.

It can immediately be conceded that the real motive can
be that the man simply wants to help the lepers. And it
can be agreed that this is an other-regarding motive (he
values the lepers for their own sakes). But--to use
Broad’s terminology against him--we can say that the
lepers are indeed acting as an "egoistic motive-
stimulus".11® Broad tries to rule this out by

stipulating that the lepers are not the man’s "relatives

+1% Ipid. p.252.
115 1pid. p.256.

116 1pig. p.256.

80



nor his friends nor his benefactors nor members of any
community or institution to which he belongs."117 But it
seems that the man must view them as members of his
(moral) community in some sense--even if this only means

the community of mankind--or he would not so act.

Some people are so constituted that they care as much
about strangers as most people do only about their
immediate family. Unless this individual has such a
feeling he would not act as described. So the best
answer to Broad seems to be to extend his own notion of
the "egoistic motive-stimulus" to cover his otherwise
motiveless altruistic actions. The man is motivated by
finding the thought of helping the lepers for their own
sakes more satisfying to him than not helping them--or he
would not do it. Such self-referential motivation is a

necessary part of being altruistic.

1.7 Utility

This section explains the subjective economic conception
of utility and defends it from a typical modern

economist, Hirshleifer, and some basic misunderstandings.

The nature and criticisms of utility and utility-

maximisation arise in detail in the discussion of

+17 1pbid. p.257.

81



preference utilitarianism in the next chapter. To avoid

repetition there follows only a brief account of both.

In economics ‘utility’ was standardly used to mean the
satisfaction that people get from things. ‘Utility’ in
that sense is now often seen as, at best, useful rather
than true. Many economists became particularly worried
that utility is not empirically detectable. But they
thought that if someone gets more satisfaction from one
thing rather than another we can say that he prefers it;
so it is possible to reword the expression in terms of
preferences, which are empirically revealed by a person’s
choices. This is supposed by many to be an advance such
that the original sense of utility can be more or less

abandoned.
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Hirshleifer on utility

For instance, J. Hirshleifer (in his Price Theory and
Applicationslls) is aware of the criticisms of utility
and dismisses "Bentham’s" idea claiming that "what modern
economists call ‘utility’ reflects nothing more than rank

ordering of preference."119

This seems to be a mistake. The difficulty of measuring
a thing is not a sufficient reason for denying the sense
of talking about it. And it seems clear that if one
prefers A to B to C then these things are decreasingly
satisfying. What is more, one can often say, with great
certainty and intuitive good sense, that one prefers A
much more than B but prefers B only a little more than C.
Without the cardinal notion of utility we are left
without the notion of conscious creatures. A machine
might have a hierarchy of preference-like goals, but we
do not feel that these are like a person’s goals
precisely because they lack this conscious aspect that
utility represents. Thus the idea of allowing economics
only behaviourally exhibited preferences not only makes
it impossible to discuss the maximising of human
satisfaction (with respect to work in economics), but it
seems to fail to clearly distinguish conscious creatures

from automata.

118 Hirshleifer 1984.

119 1pid. p.e1.
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When Hirshleifer continues his account of economics it is
clear that the notion of utility as really being
satisfaction is implicitly needed for economic analysis
to have any practical significance for us. For instance,
when he draws utility functions he writes:
The assertion that people experience diminishing
marginal utility, as consumption income rises, is an
empirical one. ... It corresponds to our commonsense
notion that more income makes us happier, but we

usually get more_of a thrill from our first million
than our tenth.

Other objections

There are more-philosophical objections to utility. Some
of these objections are responses to the glosses that
utilitarians have put on the term. Classically the
utilitarians have interpreted ‘utility’ as happiness or
pleasure. But these interpretations are too narrow.
Without saying exactly what ‘happiness’ is, it seems to
be a general state that is not achieved by just any gain
of a desired thing. And ‘pleasure’ usually connotes a
much more specific state of mind relating to the
fulfillment of bodily desires rather than intellectual or

moral goals.

‘Utility’ is better understood as satisfaction of a broad
and nebulous sort. All sorts of things can be satisfying
in different ways, but in some sense we must be motivated

by what satisfies us.

12V 1pid. p.64.
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Can one speak consistently of someone’s being motivated
by disutility? Would he give himself physical and
emotional discomfort with no other object than so doing?
It would seem unavoidable to conclude that, by
definition, such a person just found utility
(satisfaction) in giving himself pain. To seek pain is
not to be motivated by disutility. Being motivated by
disutility (being satisfied with being dissatisfied) must

be inconsistent.

That one can find utility in ‘horrible’ ways may seem to
undermine the obvious desirability of utility that makes
it attractive to utilitarians (discussed in the next
chapter). But it might still be argued that more harm
than good seems to result when people try to interfere
with ‘perverse’ or ‘perverted’ objects of utility. Or so
the advocates of promoting utility should argue--for the
utility of economics is here supposed identical with the

utility of the utilitarians.

1.8 Utility maximisation

This section explains an Austrian interpretation of

agents as utility maximisers.
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It is a logically separable part of the rationality
assumption being discussed that people attempt to

maximise their utility.

It can be admitted that different things satisfy us at
different times. And these things give us different
types of satisfying feelings. But when we are deciding
whether to opt for one thing rather than another we
naturally weigh up which is more satisfying at that time.
We find that different satisfactions are usually quite
commensurable. We are only incapable of making positive
choices when the decision is too finely balanced or the

outcome is too unpredictable.

This theory is not absolutely unfalsifiable. It is not
empirical in the usual shared external sense, but it is
‘introspectively empirical’. Introspection shows that
this weighing up process is continual. We do not flip
from one activity to another without having decided that
it would be more satisfying (in the broadest sense) to
change to the second, in fact more satisfying than
anything else we can think of at the time. There does
not seem to be a single sort of ultimately desirable
sensation that has a homogeneous quality that can be
compared, but as we compare possible choices we cannot
help but take what feels in some way to be the most
satisfying (or least dissatisfying) option at the time.
This is not to say that we are necessarily attempting to

maximise such satisfaction over some time period, though
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that might be a good rule-of-thumb assumption for

interpreting behaviour.

This leaves the charge that it is more or less a mere
tautology that agents are motivated by utility-
maximisation. But, as with the idea that self-interest
can embrace egoism and altruism, this is, apparently, an
unobvious tautology and one required by the fruitful

science of economics.

1.9 Economic demand

This section briefly defends the economic conception of

effective demand as value-free and without viable rivals.

This is included as a coda to the chapter. The idea of
economic demand is not currently criticised as often and
as comprehensively as the idea of economic rationality--
though it is just as fundamental to most economic
analysis. Perhaps this is because this idea is not taken
at all seriously by those who have already rejected
economic rationality. Here there is simply an
explanation and brief defence of the idea partly for the
sake of completeness and partly because it will arise to
some extent in the following chapter. What follows is
really only a version of the defence of market pricing

that is sometimes known as the "economic calculation
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argument" that can be found in Mises’ Socialism.121

In standard economic theory the demand for a good is
defined in terms of effective demand: as indicating that

the consumer is willing and able to meet the price.

This might look like a tendentious definition of ‘demand’
that only makes sense in a free market--but that is
false. Strictly, the ‘price’ need not be cash. The
price might be another good (and so barter takes place),
or a crime (the price for theft is the effort and risks
involved), or violence (people can pay for a different

L]

political system by having a revolution).

Where resources are scarce people are bound to want (or
idly wish for) more things than exist--or resources would
ipso facto not be scarce. But this knowledge is not
useful when it comes to deciding which ends, among
competing ends, to produce. The understanding of
‘demand’ as willingness and ability to ‘pay’ (in some
way) does provide us with a mechanism for dealing with
the problem, though this is not to say that it is

perfect.

None of this itself undermines the notion of ‘needs’ (a
welfare hierarchy of wants). From a benevolent point of
view these things are important. So could some hierarchy

of ‘needs’ be defined as the ‘real’ or ‘proper’ demand

14l Mises 1981.
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that supply can be judged as meeting or failing to meet?
This would be very difficult. For one thing, the present
standard definition of ‘demand’ (even if restricted to
effective money demand) does not preclude criticism of
the results in welfare terms. So any replacement would
have to show itself to be more useful. But whilst the
standard definition is precise and easily monitored in
real situations (we can simply see what people buy), the
‘needs’ definition would be vague and slippery for

several reasons:

1) Individual people have different hierarchies, with
different weightings, for even the most basic goods, such
as security, health, and longevity. A comprehensive non-
price ranking system that can determine where people put

their ever-changing individual preferences is unknown.

2) If the price of one basic good drops sufficiently
relative to another, then people would usually rather
have more of it at the expense of the other. But without
prices how could we even tell that relative resource
costs had changed let alone how much re-allocation to

make?

3) Infinite non-specific resources could theoretically be
allocated to any of these basic categories. Ever more
could be done to make one live that little bit longer (by
researching for new drugs perhaps) or be that little bit
more secure (by employing extra police). But we have to

stop devoting resources to one of these things at some
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point or we will suffer a greater loss with the other.
The price mechanism is the only known system for
determining what pattern of such basic resources is

generally preferred.

4) The price system co-ordinates all the polycentric (or
anarchistic) changes in demand due to the changes in
individual circumstances--including price changes
themselves~~that are undetectable by any known single

central mechanism.

Generally, it is the standard economic use of ‘effective
demand’ that makes sense of the price system. And the
price system provides the best known method of
determining economic (as opposed to technical)
efficiency. How with a moneyless approach is one to
choose between another hospital and another school?
Between more kidney machines and more computers? Between
more cakes and more salami? We cannot abolish economic
scarcity. Choices have to be made. This is a fact of
life and it does not look as though it could change (for
more resources create new demands). On these questions a
society of benevolent altruists would be unable to answer
on the basis of needs alone. Prices, as made sense of by

effective demand, are necessary for the calculation.
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2. Preference Utilitarian Welfare

2.1 Chapter thesis

The preference-utilitarian conception of welfare as
achieving what is spontaneously desired (desired without
the imposition of force or fraud), and maximising overall
welfare, withstands criticism and is in practice compatible
with the conceptions of liberty and rationality used in
this thesis. 1In practice, preference utilitarianism
entails side-constraint libertarianism, which the free

market spontaneously provides.

2.2 Chapter introduction

This chapter will first explain the relationship of
preference utilitarianism to the subjective rationality of
the previous chapter. Then the general conception of
welfare and its relation to liberty and the market is
outlined. There is a brief account and defence of
interpersonal comparisons of utility. The chapter
continues by looking at discussions about utilitarianism
(that overall utility in some sense and in some way ought
to be maximised) and what it entails in practice. Detailed
discussion of welfare economics, as normally written about,
has been largely avoided, as that usually involves what is
incompatible with this thesis: either simply presupposing

that coercive redistribution can increase welfare and then
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trying to give mathematical analyses of the best
theoretical rules for such redistribution, or dismissing
interpersonal comparisons entirely in favour of a Paretian

approach.

The criticisms of preference utilitarianism are divided
into four broad sections and put in a logical order:
clarifying preference utilitarianism; general criticisms of
preference utilitarianism; practical and economic
implications; the compatibility of preference
utilitarianism and individual rights. There will be some
slight overlap of subject matter where the critics in
question attempt to apply their general points, though this
has been largely avoided unless some new point has been

raised.

In much of what follows it might look as though
utilitarianism is being morally defended. That is not the
intention. It might seem to be so simply because many of
the arguments used to defend utilitarianism as a plausible
view of welfare (and compatible with liberty and the
market) just happen to be arguments that a moral defender

could also use.

Throughout the terms ‘welfare’, ‘utilitarianism’ and
‘preference utilitarianism’ are generally used synonymously
(to mean preference utilitarianism) unless the context
clearly distinguishes them. And such expressions as
‘promoting utility’ are often used as a shorthand for such,

more correct but more cumbersome, expressions as ‘promoting
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goals in proportion to the degree of utility felt about

them’.

2.3 The relation to rationality

The previous chapter defended utility-maximisation as a
theory of individual motivation. This chapter defends
(among other things) the idea of using the extent to which
people achieve their spontaneous goals (those arising
without fraud or force being used on them) as an account of
welfare. So this theory is utilitarian in a broad sense,
but the discussion concerns this as a plausible view of
welfare and the consequences of implementing it rather than
being a moral defence (for one can argue about what welfare
is and how it is maximised without drawing moral

conclusions).

There is an obvious connection between utility-maximisation
as a theory of motivation and as an account of welfare. As
a result some arguments in the previous chapter are
relevant to this chapter, but repetition has been avoided

as much as possible.

2.4 Welfare, liberty and the market

The general conception of welfare and its relation to
liberty and the free market needs to be outlined. People

are here held to be generally better off (to have improved
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welfare) to the extent that they have more of what they
spontaneously want. The promotion of this version of

welfare is sometimes known as preference utilitarianism.

In the free market the average person has more of what he
wants than in any other known system. This is because the
free market produces more goods and services while
maximising the liberty to enjoy them (some of the
literature on the empirical and theoretical evidence that
goes beyond the limits of this thesis can be found in the
bibliography). Liberty will be discussed in detail in the
next chapter. It is sufficient here that negative liberty-

-not being interfered with--is understood.

In some unusual circumstances welfare and liberty (as these
are understood in this thesis) will not be compatible. 1In
some such cases promoting welfare might seem morally
preferable to most people (for instance, where a minute
loss in liberty would mean a great gain in welfare); in
other cases promoting liberty might seems morally
preferable to most people (for instance, where the gain in
welfare would be due to the mere whim of the mob at the
expense of the individual’s liberty). But this is not
important to this thesis, for it is not being argued that
either liberty or welfare is a good at all (let alone that
one is always preferable) merely that they are almost

entirely compatible in practice.

This point needs emphasis. This thesis is not an argument

for the complete compatibility of important values (the
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naive belief against which Isaiah Berlin has wisely warned
in his Two Concepts of Libertyl), or for a strict hierarchy
of ultimate values (that, say, only after liberty is
respected should welfare be sought, or vice versa), or for
moral monism (that, say, either welfare or liberty is the
sole ultimate moral goal). This thesis is merely an
argument that the most plausible views of liberty and
welfare entail each other in almost all their practical

applications.

However, part of the overlap of welfare and liberty is for
conceptual reasons. For if people have more welfare to the
extent that they have more of what they spontaneously want
(as will be defended in this chapter), then welfare is
conceptually tied to liberty of desire: fraudulently
created desires (say, by bogus advertising) or forcibly
created desires (say, by compulsory drug-taking) are ruled
out. And if people have liberty to}the extent that they do
not have costs imposed on them by others (as will be
defended in the next chapter), then if something is not
spontaneously desired it cannot be an imposition to take
it, so by definition liberty is desired. And this means

that more liberty in itself is a source of welfare.

Many objections to the conceptions of liberty and welfare
(as defined in this thesis) and to their compatibility are
philosophical or merely presuppositional, and hence require

philosophical analysis to expose them and refute them.

1 Berlin 1984.
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Various criticisms and alternative conceptions of welfare
will be dealt with in this chapter. This should elucidate
the nature and strength of the conception of welfare and
some of its relationships to liberty and the market. The
final section focuses on some critics who (from a welfarist
viewpoint) specifically reject the idea that there can be a
congruency of welfare and individual property rights or

individual rights generally.

2.5 Interpersonal comparisons of utility

Here there is a brief account and defence of interpersonal
comparisons of welfare. This defence is necessary to be
able to argue in this chapter that welfare considerations
do not entail illiberal interventionist policies and to
make sense of the theory of liberty maximisation in the

following chapter.

This section is not as long as its apparent importance
might indicate that it should be. This is so for two main
reasons. (1) As was argued at the end of the last chapter,
it is not practical to compare strengths of utility as a
motive directly and in detail and so to construct anything
like social welfare functions. But general arguments can
show that certain social rules are likely to promote
overall want satisfaction. (2) As these rules are those
respecting liberty and the free market what follows can be

read as a hypothetical argument: granted interpersonal
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utility comparisons and utilitarianism, liberty and the
free market follow. (The more welfare-oriented can read
this the other way round: granted free market
libertarianism, welfare will be maximised. This might
sound less likely, but it is how many welfarists known to

me seem to have come to embrace libertarianism.)

That another is getting any satisfaction from his activity
is sometimes hard to understand. Other people’s tastes can
be so strange to us that we doubt whether they really
desire some of the things they get up to. One good
indication that they do is seeing that these people seem to
enjoy some of the same things as much as we do, but that
they are prepared to spend time, and perhaps money, on
things which seem strange to us. Generally it is the fact
of someone’s parting with his own money that convinces us
of the reality and intensity of his desire. If this
mechanism is disrupted then we make poor guesses at their

interests, for ‘one man’s meat is another man’s poison’.

It ought first to be noted that standard economic theory
does allow intrapersonal comparisons of utility. A person
who is prepared to suffer the bother of moving his desk to
change the view from his window is probably doing an
intrapersonal comparison of utility: he thinks he will feel
more satisfied with the new view than he does with the
present one (even after the subtraction of disutility for

the bother of moving).
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Standard economic theory seems to allow that interpersonal
comparisons of utility (for welfare discussions) may be
possible in a loose, informal way but not with the
definiteness that it allows in Pareto comparisons (where
overall utility is deemed to have increased if at least one
person is better off and none is worse off). .But it is
accepted by most people that interpersonal comparisons of
utility are possible to some degree. A clear case of
external utility comparison between persons is where A
values x, and B is indifferent about x. It follows that A
values x more than B does. It then seems a small step to
comparing a case wher