
In a thought provoking chapter entitled “Some Difficulties Ana-
lysed”,1 Professor Bruno Leoni suggested that we “set aside the
relations between science, on the one hand, and political or econ-
omic ideals on the other”.  Referring to Weber’s distinction be-
tween “value-free” activities and ideologies, Leoni continues, “but
we need not dicuss this particular topic at length”.2

Fortunately, as most will agree after reading the chapter, Professor
Leoni did not heed his own advice.  Moreover, although I cannot
speak for legal theorists or political scientists, it is increasingly
evident that economists have said a great deal about the Weber
distinction by adopting the terminology of positive economics and
normative economics to reflect the difference between the activity
of formulating hypotheses and then attempting to test or verify
them, on the one hand, and policy recommendations or evalu-
ations of policies on the other.  Although Professor Milton Fried-
man has popularised the distinction, he gives credit to John Nevile
Keynes’ The Scope and Method of Political Economy.  But the
basic ideas, sometimes expressed differently, can be found in
Weber, in Morris R. Cohen’s Reason and Nature and throughout
much of current economic literature.

THE NATURE OF ECONOMIC PRINCIPLES

Positive economics refers to formulating hypotheses concerning
economic behaviour, testing these empirically, reformulating, re-
testing; again and again until there is achieved “a system of gener-
alisations that can be used to make predictions about the
consequences of any change in circumstances”.3  Hypotheses or
propositions that have been so tested again and again (and, on
occasion, reformulated) may be called “economic principles”,
valid for all times and places.  Indeed, if they are not universally
valid, they are not economic principles.  This validity applies to
all economic systems; there is no special system of economic
principles applicable only to capitalist systems, another to socialist
systems and so on; nor are there special principles applicable only
to welfare economics, medical economics or grocery store econ-
omics - although some practitioners may imply that such exist.
This is not to say that economics systems are not affected by va-
rying legal, cultural and social institutions.  They are indeed - and
vice-versa; but basic economic principles (which are really de-
scriptions of how human people behave) will be valid in all sys-
tems.  If the principle predicts that given A and B, then C; and it
turns out after repeated experience that C does not occur, it is
either not a true principle (or valid hypothesis) or it is not basic or
general enough to be considered a principle.

In this sense, economic principles seek to become established and
formulated on exactly the same level as the principles of any
science - physics, chemistry or what not.  Yet casual observation
might suggest that economists are frequently in disagreement on
many things; perhaps more so that are other scientists.  If we ac-
cept, at least tentatively, the accuracy of the statement, several
comments can be made.  First, there is a remarkably large area of
agreement about economic principles among economists.  The in-
teresting points of discussion are usually where disagreement oc-
curs rather than agreement and attention becomes focussed upon
the disagreement.  In fact, only by so doing can a larger area of
agreement be reached.

Second, all principles are tentative formulations.  No scientist,
economist or otherwise, can ever be certain that a currently “ac-
cepted” principle cannot be contained within a still more general
principle as yet undiscovered, untested and unformulated.

Third, no proposition or hypethesis can be proved; it can only be
disproved or falsified.  This is true of all sciences and will serve
to explain the reasoning behind the use of the null hypothesis in
the design of experiments and investigations.  Drug X, for
example, may be thought of as being related to changes in human
blood pressure.  To investigate the question, a careful medical
scientist will formulate the proposition negatively: there is no rela-
tionship between doses of a given amount of X and blood press-
ure changes observed a given time after the dosage is administer-
ed.  If, after continued experimentation designed so as to minimise
all other variables (sex, age, tolerance through experience with the
drug, etc.), the investigator finds that his original hypothesis is
falsified time and again in a manner unrelated to change variation,
he may reject the null hypothesis.  He will not conclude that X
causes a change in blood pressure although, after repeated investi-
gation he may tentatively conclude that there is probably a causal
relationship between changes in blood pressure and specified
doses of the drug X.  It is only in this latter sense, involving im-
precise phraseology, that we can prove hypotheses.  The same
thing is true of economic principles: we can test, for example, the
proposition that changes in the volume of employment are not
related to changes in the level of legal minimum wages or that
changes in the total money supply are not related to changes in
the general price level, or that people will not buy more of a good
at a lower price than at a higher price - and so on.

Fourth, there can be disagreement relative to the testing procedure.
What is the nature of the relevant, observed facts, for example?
How are the facts to be determined?  What facts essential to the
proposition have not been, or perhaps cannot be, obtained in use-
ful form?  The search for better formulations of principles - better
in the sense of principles that are both more general and having
wider applicability - is never ending.  Indeed, as Stigler expresses
it with wit and incisiveness, “the anguish that people have with
scientific theories arises because these two conditions are moder-
ately incompatible”.4

Are there economic principles applicable to any and all economic
systems?  There is fairly wide agreement that such exist and, al-
though they may be expressed differently by different writers
(scarcity, diminishing returns, diminishing utility, non-proportional
outputs, etc.), there are only a few who would deny any of them
and fewer still who deny all of them.  One formulation, probably
as good as any and better than most, may be found in one of the
current texts.5  The list includes: (1) each person seeks to enjoy a
variety of goods; (2) each person, at any given time, considers
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some goods as scarce; (3) each person will be willing to give up
some of any good in order to obtain more of other goods; (4) how
much a person is willing to give up of one good in order to obtain
more of another is dependent upon the amounts of each available;
(5) the ratios of persons’ willingness to give up some of one thing
for more of others are different; and (6) no person can forecast the
future - uncertainty is a fact of life.  For the way in which these
principles are used to build up a system of positive economic ana-
lysis, the reader is referred to the text cited or, indeed, to almost
any modern text.  Use of the term “good” is the economic sense
of the term meaning anything yielding satisfactions - things, ser-
vices, leisure, power, prestige, beauty and so forth.

With reference to variant economic systems, some of these prin-
ciples may be more important than others.  Take the question of
property rights, for example.6  If we think of property as a bundle
of rights - rights to use resources and abilities - the restrictions on
such rights are more pervasive and of a different nature in differ-
ent economic systems.  The legal, political and economic restric-
tions on choice are very different in different systems.  The
principles cited above imply that people do choose, that they want
the power to choose, that they believe they are better off if they
are allowed to choose, and that they will make more choices, and
different choices, if the costs (price) of choosing are lower; and
less choices, and different choices, if the costs (price) are higher.

There is much work to be done by economists, using positive
economic analysis, in the study of comparative economic systems;
possibly by what has been called “positive political economy”.7

Much has been accomplished in preparing extensive descriptive
materials, much has been said of a hortatory nature, much has
been imagined, but very little has been done to formulate pertinent
hypotheses and to test them with rigour and objectivity so necess-
ary to the development of positive economic science.

VALUE JUDGEMENTS ARE INEVITABLE

Indeed, although positive economics, like any other true science,
is free from normative ethical judgements, economists are not.
When economic systems are compared, it is difficult and perhaps
impossible for the economist to divorce himself from the norma-
tive question of what kind of system is the “best” system for so-
ciety, for other men, and for himself.

The flickering lamps of human desires, hopes and concepts
of good and bad play round the economic discipline at every
point; and it is far better to admit this openly than to try to
conceal it.  Put more broadly, the problems inherent in econ-
omics have philosophical and metaphysical ramifications.
To define these ramifications may not be the end but rather
the beginning of wisdom.8

This is not to infer that economists intend to allow their own
value judgements to colour their conclusions, sources, interpreta-
tions and politicy recommendations - although this doubtless oc-
curs on occasion.  As fallible human beings economists - indeed,
all scientists - are prone to accept too readily those “facts” that
reinforce their own value judgements and to desist too soon in the
search for further “facts”.  Beyond this, the economist is a human
being existing in a social situation and is, therefore, both the in-
vestigator and the investigated.  The phenomenon being appraised,
researched or investigated involve inter-relations among human
beings and the fact that the investigator himself is a human being
raises more and different questions of objectivity in the social
sciences than in the physical sciences.  Also, the fact that the phe-
nomena being investigated are social in character rules out, to a
large extent, the tightly controlled, laboratory experimental ap-
proach.9

How do value judgements enter - whether intentionally or unin-
tentionally?  If one accepts a Marxian definition of a capitalist as
one who exploits workers, investigations of the behaviour of capi-
talistas are unlikely to conclude that capitalists in free and open
markets improve the standard of living of employees.  Selection of
the particular phenomena to be investigated (the facts to be col-
lected) also may involve a bias.  Currently it is fairly easy to sep-
arate the economist who might be called Keynesian from, say, the

neo-classicist.  Take any current question and converse with the
subject in question.  If the term “aggregate effective demand” oc-
curs early in the conversation, and frequently, (usually, but not
always, with the suggestion that it should be increased) the econo-
mist is probably a Keynesian.  On the other hand, if he empha-
sises early and often the stultifying effect of governmental
intervention in the economic sphere and suggests ways of remov-
ing some of these non-economic barriers, he is probably a pure
neo-classicist.  One could say a few further things about the likeli-
hood of each to employ aggregative analysis but it seems un-
necessary to belabour the point.

There are economists (a less restrictive word could be used) who
assert that they are able to be completely “objective”.  I have even
heard some professors of the science who say their students never
are sure, when a particular issue is discussed, which side the pro-
fessor is on.  Perhaps so, but I have my doubts.  The very selec-
tion of materials relative to the subject matter, which is as
complex as life itself, necessarily involves value judgements.  As
Davenport notes:

There is an analogy here between so-called objective econ-
omic thinking and so-called objective journalism.  The New
York Times prints “all the news that’s fit to print”.  But in the
last analysis someone must decide, and in fact does decide,
what is fittest.  There are only eight columns on the front
page of most newspapers.  In selecting the topics for those
eight columns the journalist not only reflects the news; he in
a profound  sense  makes  the  news.10

When I hear a positive claim to objectivity, or even the implica-
tion of it, I conclude that therea are two possible explanation: (1)
either the gentleman doesn’t really believe it and is merely trying
to impress his colleagues, readers or students (in which case it is a
respected and imitated pedagogical device) or (2) he does, in fact,
believe it himself - in which case it is nothing short of tragic.

This is not to impute evil intent to my economic fellows (although
it may well be that there are too few scientists within the profes-
sional ranks and too many pseudo-scientists).  Nor is it intended
as a derogation of positive economics and positive economic re-
search.  On the contrary, it makes such activity even more import-
ant and even more necessary.  But it is also essential, to achieve
success in such positive economic activity, that we understand our
own and others’ value judgements, particularly those associated
with the functioning of economic systems.

And, as with Professor Leoni’s delightful observations, I think
there is a lesson in this.  But I have finished mine.
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